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Fresh challenges for the months ahead

This edition of Accounting 
and Business is marking a 
number of fresh starts. The 
fi rst comes with our cover 
story, an in-depth interview 

with Arlene Foster, who was named as Northern Ireland’s 
new fi rst minister in mid January. 

The youngest person – and the fi rst woman – ever to hold 
the top role, Foster talks about her priorities for the economy in 
the run-up to May’s elections to the Northern Ireland Assembly. 
Chief among those front-of-mind concerns is her conviction 
that the key to bringing about a ‘step change’ in the economic 
outlook for Northern Ireland is to build up the infrastructure 
required for handling the newly devolved responsibility for 
setting corporation tax rates. You can read Foster’s views on the 
corporation tax system opportunity and the other challenges she 
is tackling on page 12.

South of the border, businesses and individuals are starting 
to reap rewards after the austerity years. Ireland’s economy is 
now the fastest growing in the eurozone, but some fear that the 
good news may come to an abrupt end. Our analysis on page 

16 looks at whether growing cost pressures may undermine the 
country’s competitiveness.

It’s a theme picked up by our columnist Ian Guider, who 
says the recent upturn in Ireland’s fortunes provides the perfect 
opportunity to take a fresh look at a sustainable approach to 
rebuilding the economy. He outlines his views on how fi nancial 
services look set to be a game-changer for Ireland in the future. 
Read more on page 22. 

And for those wondering how best to move from traditional 
approaches to a new way of working, our feature on page 32 
outlines the fi ve decisive issues around business transformation – 
and how to improve your chances of success.

Here at ACCA we’re also moving with the times. As 
many of you will know, we have added digital content to our 
existing hard-copy magazine format to create a mix of the 
old and the new, so I’d urge readers to take a look at our 
apps, which offer live links to a range of additional video and 
audio content. For more details, visit our hub at 
accaglobal.com/ab.

Pat Sweet, Ireland editor, pat.sweet@accaglobal.com
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▲ Rising spreads 
This year's centenary 
of the Easter Uprising 
will have a substantial 
international dimension, 
including a three-week 
festival of Irish arts in 
Washington DC

▼Record high
Ryanair has become 
the first airline to carry 
100 million international 
passengers in a year, 
after December traffic for 
the airline grew 25% to 
7.5 million customers

▼ Taste sensation
Northern Ireland Toursim 
Board has designated 
2016 as the Year of Food 
and Drink, and is hoping 
the initiative will generate 
£10m of positive PR as 
well as dividends for 
local tourism

► Listening in
The latest and 
greatest technological 
innovations were on 
display at this year’s 
Consumer Electronics 
Show (CES) held in Las 
Vegas, Nevada, US
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▲ And… action!
Limerick City and 
County Council has 
given planning approval 
for Troy Studios to 
convert a former 
industrial Dell facility 
into film studios

▼ It's a wrap
Irish paper and 
packaging business 
Smurfit Kappa Group has 
extended its presence 
in the Americas with the 
purchase of two Brazilian 
businesses for €186m

▼ National 
treasure
Plans are afoot to 
have hurling officially 
recognised on a 
UNESCO list of culture 
treasures from across 
the world
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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

PwC to recruit 500
PwC Ireland has announced 
plans to recruit more than 200 
qualifi ed accountants and 300 
graduates this year. The focus 
of the recruitment drive is to 
attract home Irish people living 
and working abroad. PwC’s 
people partner, Susan Kilty, 
said: ‘We’re looking for people 
who are passionate about what 
they do, have strong business, 
analytical and communication 
skills, and who will work with 
our clients to achieve success.’ 
All the Big Four fi rms set 
up stalls at Dublin Airport 
over Christmas and New 
Year, to encourage qualifi ed 
accountants to return home.

Grant Thornton retrieval
Grant Thornton has recovered 
confi dential information 
it unintentionally sent to 
the wrong person. The 
fi rm obtained a high court 
injunction to recover the CD 
and two memory sticks. A 
Grant Thornton partner was 
appointed receiver over some 
of the assets of Geraldine 
Scanlon, of Cork, who was 
then sent papers relating 
to other borrowers whose 
properties had gone into 
receivership. A spokeswoman 
for Grant Thornton said: ‘Grant 
Thornton has brought the 
data breach to the attention of 
the Offi ce of the Data 
Protection Commissioner and 
is working with the data 
protection commissioner 
to ensure that confi dential 
information relating 
to individuals is protected.’

NI Budget agreed
A balanced budget has been 
agreed by the Northern 
Ireland executive. Unprotected 

departments face cuts 
of up to 5.7%, but extra 
funding has been allocated 
to health and education. A 
reduction in the number of 
government departments 
from 12 to nine – to take 
place after May’s Assembly 
elections – is intended to 
cut costs. The Budget was 
announced by then fi nance 
minister Arlene Foster, who 
has since stepped up to 
become fi rst minister. She 
said: ‘The one-year budget 
will give new departments 
and new ministers a stable, 
balanced platform to 
determine priorities and 
funding allocations post the 
May election for a multi-year 
budget from 2017-18 to 2019-
20.’ See the feature profi le of 
Arlene Foster on page 12.

New NI finance minister
Mervyn Storey has been 
appointed Northern Ireland’s 

new fi nance minister to 
succeed Arlene Foster. He 
is the third person to hold 
the offi ce in a year. Simon 
Hamilton was fi nance minister 
until May last year, when he 
moved over to become health 
minister. Maurice Morrow 
replaces Storey as minister for 
social development. A new 
Northern Ireland executive 
will be formed after May’s 
Assembly elections.

Tax lecturer defaults
A lecturer on tax and 
accountancy appears on the 
latest list of tax defaulters 
published by the Revenue 
Commissioners. Mel Kilkenny 
is the author of the Kilkenny 
Tax Publications and lectures 
at City Colleges in Dublin. 
He had an undeclared tax 
liability of €167,481 and a total 
tax debt, after interest was 
included, of €284,848. Kilkenny 
told a radio programme that 

he was ‘mortifi ed’ by his failure 
to properly account for his 
income and tax. Other names 
on the list included prominent 
doctors, property developers 
and publicans.

NIHE failings
The Northern Ireland Housing 
Executive (NIHE) suffered 
a breakdown of controls in 
relation to land dealings 
between 2004 and 2010, 
a report from the NI Audit 
Offi ce reveals. Weaknesses 
in governance and internal 
controls meant that NIHE 
was unable to protect its own 
interests and demonstrate 
value for money and probity 
in its transactions with private 
developers. Failings included 
not properly handling a 
confl ict of interest, misleading 
the NIHE board, not 
advertising land on the open 
market and failing to obtain 
property valuations.
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Airbnb landlords 
lose tax breaks
Airbnb appears to have accepted 
that short-term accommodation 
hosts using its portal are not 
eligible for the full rent-a-room tax 
relief, which allows taxpayers to 
earn €12,000 a year tax free from 
renting out a spare room. 

Instead, Airbnb is negotiating 
with the government for a lower 
level of tax relief for short-term 
rentals. A report written for 
Airbnb by economist David 
McWilliams, concluded that the 
company’s activities in Ireland 
have generated an income of 
€30m with an overall economic 
impact of €202m, and support for 
2,020 jobs.
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EY Belfast training 
EY has launched the latest 
phase of its Programme 
and Contract Management 
Academy in Belfast. The 
new fi ve-week academy 
programme, based at the 
Belfast Metropolitan College, 
will provide skills and 
experience for 20 graduates, 
as part of the fi rm’s recruitment 
of an additional 486 roles in 
the city. Employment and 
learning minister Stephen 
Farry said: ‘This is the third 
EY academy to be launched 
in recent months through my 
department’s Assured Skills 
initiative, demonstrating the 
confi dence EY has in the 
academy model to provide 
the highly skilled and talented 
graduates it needs to take up 
these new roles.’ 

Invest NI figures
Invest Northern Ireland says 
it is on track to deliver 39,000 
new jobs since 2011 – up from 
an original target of 25,000 
in that period. The jobs have 
either been created or are 
promised. Alastair Hamilton, 
chief executive of Invest NI, 
said: ‘In total, since 2011, we 
have made over 20,800 offers 
of support to businesses, 
93% of which were to locally 
owned companies. These 
offers have translated into over 
£650m of assistance.’

Computershare penalty
Computershare has been 
fi ned €322,500 by the Central 
Bank of Ireland (CBI) for 
breaches of client asset 
requirements. The CBI 
found that Computershare 
had failed to properly 
register some fi nancial 
instruments in the name 
of clients. Computershare 
accepted it had breached 
the requirements. Derville 
Rowland, the CBI’s director 
of enforcement, said that 
client asset requirements 
are of signifi cant importance 
and a key priority in CBI’s 
enforcement work.

Apple settles Italy tax
Apple is reported to have paid 
€318m to Italian authorities 
to settle claims for taxes on 
its profi ts in the country for 
the years 2008 to 2013. Italian 
tax authorities had claimed 
that Apple had artifi cially 
shifted profi ts to Ireland 
to avoid tax liabilities. The 
settlement follows a recent 
meeting between Apple 
CEO Tim Cook and Italian 
prime minister Matteo Renzi. 
Apple did not respond to a 
request for comment.

PwC to audit Vatican
PwC has been appointed 
by Pope Francis to conduct 
the fi rst ever external audit 
of the Vatican’s assets. The 
appointment follows concerns 
about poor record-keeping 
and alleged theft and fraud. 
Papal spokesman Federico 
Lombardi said PwC would 
assist with ‘the implementation 

of new fi nancial management 
policies and practices in line 
with international standards’. 
KPMG was brought in two 
years ago to help make the 
Vatican bank’s accounting 
systems IFRS-compliant.

TaxAssist franchises
TaxAssist Accountants is 
looking for franchise operators 
for new offi ces in Northern 
Ireland. The business already 
has franchisees in Belfast and 
Ballymena and is now seeking 
others for Derry, Coleraine, 
Omagh and Enniskillen. The 
network specialises in SMEs. 

Crossborder task force 
A crossborder task force has 
been established to tackle 
paramilitarism and organised 
crime. The operation was 
promised as part of the Fresh 
Start agreement between 
the two largest Northern 
Ireland political parties – the 

Democratic Unionist Party 
and Sinn Féin – and the UK 
and Irish governments. The 
task force brings together An 
Garda Síochána, the Police 
Service of Northern Ireland, 
the Revenue Commissioners 
and HMRC. NI justice 
minister David Ford said: ‘The 
structures created will provide 
a basis for more formalised 
arrangements between all law 
enforcement agencies, with 
the sharing of resources and 
information to tackle mobile 
organised crime groups.’

Insolvencies down
Figures from Deloitte show 
that corporate insolvencies 
totalled 1,049 in 2015, down by 
10% on 2014, and continuing 
the downward trend since the 
1,684 insolvencies recorded in 
2012. Receiverships accounted 
for 251 (24%) of the 2015 total, 
down by 50 from 299 last year. 
There were 50 court liquidator 
appointments in 2015, down 
from 68 in 2014. The data 
shows that examinerships 
continue to remain at low 
levels, despite the introduction 
of new legislation designed to 
encourage SMEs to consider 
this option. In 2015, only 19 
examiners were appointed, 
representing just 2% of all 
insolvencies in the year.

Record year for M&A
Last year was a record for 
mergers and acquisitions 
(M&A) activity involving 
Irish companies, according 
to statistics compiled by 
Thomson Reuters. Irish deals 
valued at $85bn took place 
in 2015, up from $68bn in 
2014. Some 392 deals were 
undertaken last year, the 
largest being the proposed 
Shire acquisition of Baxalta, 
valued at $33.7bn. Although 
the Pfi zer bid for Allergan is 
the second-largest M&A deal 
on record, it is not classed as 
Irish as both companies are 
based in the United States. 
Worldwide, there were some 
$4.2bn of deals in 2015. »

Clinton condemns tax inversion

US presidential candidate Hillary Clinton has attacked 
the proposed Pfi zer tax-inverted takeover of Dublin-
headquartered Allergan as ‘just offensive’. She said a US 
company ‘becoming “Irish” for the purpose of lowering its 
tax bill’ was wrong and would ‘continue to erode the US 
tax base’. She called on Congress to block tax inversions.

► Attack mode
Hillary Clinton has 
condemned companies 
who manipulate their 
nationality to avoid 
paying their fair share 
in taxes
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SMEs show positive outlook

Nine out of 10 (91%) Irish SMEs are confi dent about 
the prospects for the Irish economy in the year ahead, 
up from 87% last year, according to the PwC 2015 
SME Pulse Survey. Furthermore, 81% of SME chief 
executives are favourable about the prospects for 
their own businesses. This is refl ected in the signifi cant 
surge in capital investment, with over two-thirds (68%) 
now planning to invest in their businesses, compared 
to 51% last year.

An acquisition, joint venture or strategic alliance 
will be key to the growth strategy of SMEs, PwC found. 
The majority of SMEs see these acquisitions and 
collaborations as offering signifi cant opportunity for their 
businesses to access either new customers (53%) or new 
geographic markets (42%).

The inability to fi nance growth has eased, with only 
44% now viewing this as a business threat compared 
to 61% last year. At the same time, one in fi ve (20%) 
are planning to raise new borrowings in the year ahead, 
up from 12% last year, and a similar proportion are 
planning to raise new equity, up from less than one in 
10 (8%) last year. 

The survey also suggests that a greater number of  
SMEs are planning to use alternative sources of fi nance 
within their overall capital structure. One third say that the 
provision of access to affordable capital should be a key 
government priority.

Car sales accelerate
In another sign of economic 
recovery, car sales in Ireland 
last year hit their highest point 
since the crash. Sales in 2015 
were 125,000 – the fi rst time 
they had passed 100,000 since 
2008 – and up by 30% on 2014. 
The Society of the Irish Motor 
Industry expects sales to 
exceed 150,000 this year. 

Ibec calls for investment
Ibec has urged the 
government to increase public 
investment, taking advantage 
of the strong economy and 
low interest rates. Ibec chief 
economist and director of 
policy Fergal O’Brien said: 
‘We have plummeting debt 
levels and staggering growth. 
We have yet to face up to 
the challenge this poses.... 
Maintaining competitiveness is 
key to sustaining the positive 
momentum into the future. 
The current signs are that 
changes in the international 
tax environment will benefi t 
Ireland signifi cantly. The gains 
from burgeoning corporate tax 
receipts should be ring-fenced 
for the investment the country 
will desperately need in the 
coming years.’

SFA wants less regulation
The Small Firms Association 
(SFA) has blamed regulation 
for a slowdown in recruitment. 
SFA director Patricia Callan 
said: ‘It is concerning 
that job creation has now 
stalled, with the monthly 
unemployment rate remaining 
high at 8.8% from November 
to December 2015. Many 
small businesses are 
postponing job creation plans 
due to the unjustifi ed 6% rise 
in the national minimum wage 
from 1 January, and ongoing 
threats from the minister for 
business and employment, 
Ged Nash, to legislate 
against fl exible working 
practices.... Small businesses 
can create 30,000 new jobs 
this year, but only if it remains 
competitive to do so.’

NI unemployment falls
Unemployment in Northern 
Ireland fell by 0.2% in the 
year ending November, to 
6.1%, still above the UK rate 
of 5.2%. Northern Ireland’s 
employment rate remains 
much lower than the UK’s, at 
68.4% compared to 73.9%. 
Secretary of State for Northern 
Ireland Theresa Villiers 
responded: ‘The number 
of jobs in Northern Ireland 
has now increased by 41,000 
since 2010 and those claiming 
unemployment benefi ts has 
fallen by 25,000 since 2013.’

Jobs with multinationals
IDA Ireland, the agency 
responsible for attracting 
foreign direct investment, has 
announced that employment 
at overseas companies now 
stands at a record 187,056 
people, the highest level in 
its 67-year history. IDA client 
companies created 18,983 jobs 
during the year across a range 
of sectors, with every region of 
Ireland posting net gains. Net 
jobs were 11,833 compared 
to 7,131 over the same period 
last year – representing a 
year-on-year rise of 66%. The 
latest result means that more 
than one in fi ve private-sector 
jobs in the economy (direct 
and indirect employment) are 
the result of investment by 
multinationals. 

UHY Hacker Young in NI 
UHY Hacker Young is to 
operate in Northern Ireland, 
through the the Fitch practice 
in Belfast and Kilkeel. The NI 
fi rm will be known as UHY 
Hacker Young Fitch and will 
be led by Michael Fitch, who 
took over the practice from 
his father and has been its 
managing partner for 25 years, 
with additional leadership 
from tax partner Iain Lundie, 
Kilkeel offi ce head Catherine 
Quinn and head of wealth 
management Adrian Bell. ■
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‘Corporation tax 
rate-cut is the 

one tool that 
can make a  

step-change in 
the economy’
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First thoughts
Arlene Foster outlines her priorities on the economy, corporation tax and business growth 
as she becomes the first woman and youngest ever first minister of Northern Ireland

She adds: ‘I think that if you talk to any political leader in 
Stormont they will want to create more jobs. People realise that if 
the economy is doing well, if people are doing well, then things 
can move along.’

Foster has quite a list of achievements in her different 
ministerial roles. As finance minister since May last year, the 
great successes were negotiating a balanced budget and being 
at the heart of November’s Fresh Start agreement, which kept 
the Executive show on the road. Negotiating the budget, she 
says, ‘was a frustrating process’ though ‘not necessarily any more 
difficult’ than she expected. ‘But it has been slow,’ she admits.

She says that as enterprise minister the big achievement 
was beating the Executive’s job creation targets, despite the 
recession. Her other proud success was developing the tourism 
sector to the point where record numbers now come to Northern 
Ireland. A key factor in that was streamlining the structure of 
tourism promotion, having inherited a framework in which a 
myriad of organisations shared responsibility. Part of the strategy 
to increase tourist numbers was to ‘engender civic pride, within 
our own people, about this place as a place to come and visit’. 
The use of the phrase ‘this place’ is perhaps  significant: political 
differences are so great that there is not even a consensus on 
names – while unionists use the legally correct term ‘Northern 
Ireland’, republicans tend instead to refer to ‘the North’.

Differences between unionists and republicans spread across 
a large number of areas – and are ideological, as well as about 
flags, parading and the legacy issues of the Troubles, such as » 

Arlene Foster seems calm and confident as she takes 
over as first minister of Northern Ireland. ‘I am 
relaxed about it,’ she says. ‘I am looking forward to 

it very much: I know that it is a huge challenge, particularly 
in an election year, but in many ways that excites me 
because it means that you have to deal with issues in the  
run-up to the election.’

For the past nine years Foster has provided reassurance as 
a minister who is competent and in charge of her department. 
While several of her colleagues made serious mistakes in their 
roles, or embarrassed with outspoken comments, Foster has, in 
the main, avoided the pitfalls of office. The Democratic Unionist 
Party (DUP), of which she is now leader, has rotated its other 
ministers in and out of office, but she has been a constant fixture 
at the top table since 2007. 

Given she has spent seven years as minister at the 
Department of Enterprise, Trade and Investment (DETI), it is no 
surprise that her main focus as first minister will be the economy 
and getting more people into work. Her priorities, she says, 
are addressing educational underachievement at school, 
the need to build skills, economic inactivity and improving 
productivity. While the need during and immediately after the 
recession was to create jobs – any jobs, almost – that emphasis 
has shifted to creating top-end jobs, says Foster. That means 
raising skills and reducing the large number of school-leavers 
without basic skills. 

‘I do think education is one of our biggest challenges moving 
forward,’ she explains. ‘Yes, we have some very well educated 
young people in Northern Ireland, but we do need to deal with 
the other end of the agenda as well.’

Greater cooperation
What is striking about Foster’s ambition is that to achieve change 
there is a need to work across departmental boundaries – a 
past weakness of a devolved government that brings together 
ministers from parties that often have stridently different 
agendas. Foster believes improved cooperation is achievable. 

‘Whilst I can understand there are some criticisms of 
departments working in silos, there have been examples of 
departments working together,’ she says. ‘I hope that the 
reduction in government departments (from 12 to nine) after the 
elections in May will help with some of that. We should all think 
about what is best for Northern Ireland, as opposed to what is best 
for one particular department. The fact that DEL [Department for 
Employment and Learning] and DETI will be the one Department 
for the Economy will mean a more joined-up approach.’

2016
Becomes first minister of Northern 
Ireland

2015
Becomes finance minister and is 
elected leader of the DUP

2008
Becomes enterprise minister

2003
Elected to Northern Ireland Assembly for UUP

2002
Qualilfies as a solicitor
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Basics Tips

officer Liam Donaldson, it has too 
many hospitals. It also has thousands of 
surplus school places, low tuition fees 
for university students, an expensive 
social housing system, no prescription 
charges and free public transport for the 
over 60s. It seems as if Northern Ireland 
expects devolution to provide the best 
of everything and the worst of nothing. 
So does Foster believe the Executive 
can take the difficult decisions?

Current concerns
‘This is a challenge for us as politicians: 
engaging more with the big issues,’ she 
says. ‘I believe that the constitutional 
issues are not really in people’s minds 
on a day-to-day basis. People are more 

concerned about those issues that we are talking about – like 
health waiting lists, educational under-achievement, all of those 
issues. So let’s have a conversation about those issues, rather 
than dealing with, frankly, things from the past. Which is better 
– having a local hospital with few services, or having a centre of 
excellence which can change people’s lives?’

Foster believes that one lesson to be learnt from the 
stalemate of the last year is to tackle the difficult challenges soon 
after the May elections. ‘It’s early in the mandate that we need 
to tackle these sorts of things, because it’s usually at the end of 
a mandate that these issues don’t get tackled,’ she explains. ‘I’m 
not going to promise the sun, moon and the stars. There has to 
be a willingness from everybody to look at the reality.’

The first minister is clear that the corporation tax rate-cut is 
essential to boost the economy. ‘It’s hugely important and we 
as a political party have stayed at the forefront of this debate,’ 
she says. ‘We absolutely believe this is the one tool that can 
make a step-change in the economy. It is out there in 2018 to 
give us time to deal with issues such as skill development, selling 
ourselves so that foreign direct investors will come and see 

historic crimes. The big ideological 
divide in recent times has been on 
welfare reform, where the DUP was 
prepared, reluctantly, to implement 
the UK Government’s benefits cuts, but 
Sinn Fein was determined to provide 
top-ups to mitigate or avoid cuts. 

‘We do come from completely 
different standpoints in terms of 
economic development,’ says the first 
minister. ‘That came to the fore through 
the welfare reform debate, around 
should we divert money into welfare, 
as opposed to make the economy 
more productive. I think that debate 
will continue into the next mandate 
and I hope it will continue in a mature 
way. It is important to have that debate, 
not just to have one party going in one direction and one party 
moving in the other direction. 

‘One of the incredible things is that, given we do come 
from such diverse backgrounds right across the spectrum, we 
have over these past few administrations been able to agree a 
programme for government and put the economy at the heart 
of that programme for government. Yes, we may have different 
ideas about how we should grow the economy and what we 
need to do, but overall we have been determined to make things 
work. I hope we shall be able to launch the next mandate with 
the same sort of determination.’

The Northern Ireland Executive – in particular the Executive 
that takes office after May’s elections – must deal with tough 
challenges. Cutting corporation tax from 20% to match that of 
the Irish Republic’s 12.5% is scheduled for April 2018 and Foster 
is confident this will happen as planned. But it will cost Northern 
Ireland a possible £325m in central government grant each year 
in order to conform with EU state aid rules. 

Northern Ireland has other exceptional costs to grapple with, 
too. According to a report from former England chief medical 

* ‘I think that if you talk to any 
political leader in Stormont they 
will want to create more jobs.  
People realise that if the economy 
is doing well, if people are doing 
well, then things can move along.’

* ‘We really need to focus on corporation tax, to 
make sure we have the infrastructure to deal with 
that, in terms of skills, knowledge base, and see how 
that rolls out.’

* ‘Devolution, if it is to mean anything, is to have 
policies that are appropriate to the region.’

The Northern Ireland Executive 
currently comprises the first minister, 
deputy first minister, two junior 
ministers and 11 departmental 
ministers. After the election in May, 
the Office of the First Minister and 
Deputy First Minister (OFMDFM) 
becomes the Executive Office and the total number of 
departments will be reduced from 12 to nine. Ministers 
in the current Executive were drawn from the five largest 
parties, but the Ulster Unionist Party (UUP) withdrew its 
one minister last August. That left the DUP with seven 
ministers, Sinn Fein with five ministers, the Alliance Party 
with two ministers and the SDLP with one minister. 

One lesson to be 
learnt from the 

stalemate of the 
last year is to 

tackle the difficult 
challenges soon 

after the May 
elections
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to the region,’ she adds. The Northern Ireland jobs fund, which 
provides financial help to businesses to create employment, is 
one example of this; another is small business rate relief, and 
a third is the air route development fund to improve Northern 
Ireland’s transport connectivity.

High welfare dependency and widespread economic 
inactivity may also need a different approach in Northern Ireland 
from that required in Great Britain. While the economic inactivity 
rate is 21.9% in the UK as a whole, it is 27% in Northern Ireland. 
‘That economic inactivity piece has stubbornly stayed with us for 
a long time – I do know that it is a legacy of where we were in the 
70s, 80s and 90s, but still we should be trying to deal with that 
issue in a very proactive way as we go into the third mandate in 
terms of devolution,’ says Foster.

Ultimately, the big challenge for Foster is moving the political 
conversation on from the Troubles and their legacy to the 21st 
century. There is optimism in Northern Ireland that she may be the 
one political leader who could, as first minister, achieve that. ■

 
Paul Gosling, journalist 

what we have to offer. We do now have a lead-in time and that 
will allow us the chance to build up our proposition. I know that 
for this to work we have to have the appropriate level of skills 
available for the companies that come.’

There have been campaigns to cut air passenger duty and VAT 
for the hospitality industry, to assist Northern Ireland to compete 
with the Republic. But Foster says she is not looking for other 
freedoms on tax policy from the UK treasury. ‘We really need to 
focus on corporation tax, to make sure we have the infrastructure 
to deal with that in terms of skills, knowledge base, and see how 
that rolls out,’ she says. ‘If we went off looking for different tax 
incentives the treasury would say hold on, you haven’t dealt with 
the one that is on offer. But we should take advantage of the tax 
advantages that we get as part of the UK, for example film and TV 
tax incentives, which we have made good use of, actually.’

Foster is clear that political stability is also central to making 
Northern Ireland an attractive business location. A sustainable 
budget is at the heart of this, making clear to investors that the 
Executive is able to properly manage its affairs. ‘Devolution, if 
it is to mean anything, is to have policies that are appropriate 
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The Goldilocks question: 
too hot or just right?
Ireland’s economy is outgrowing the rest of the eurozone, but costs are rising  
and tax changes are casting a shadow over its future competitiveness
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While the outlook 
for the Irish 

economy remains 
positive, the rate 

of growth is likely 
to fall and  

there are risks

Ireland’s economy is racing ahead – indeed, it is the fastest 
growing in the eurozone – which places Enda Kenny’s 
Fine Gael party in a strong position for the forthcoming 

election. But will growing cost pressures undermine the 
country’s competitiveness?

Ireland grew at an annualised rate of 7% in the third quarter 
of last year. That’s the fastest rate of growth since 2000 and 
easily outstrips eurozone growth of just 1.6% in the same period. 
Irish employment is growing by around 3% a year – nearly three 
times the EU rate. Export growth of 12% over the year is even 
more impressive, although the figure may be a misleading one 
because of the impact of tax inversions and the headquartering 
of multinationals in Ireland.

Economist Colm McCarthy, who chaired the panel that 
advised the Irish government in 2009 on how to cut public 
spending, argues that Ireland has benefited from a series of 
factors not of its own making that have boosted the economy. 
‘We got lucky,’ he says. ‘There were special reasons for this. The 
weak euro was a big boost for the Irish economy. It sells a lot of 
stuff in sterling and dollars, whereas other euro countries tend to 
sell in euros, so the weak euro is much better news for Ireland. 

‘Second, the oil price – even in euros – has more than 
halved, and Ireland imports almost all its oil. So the fall in the 
oil price was a big factor too. Third, interest rates charged [to 
the government for the banking bailout] have been negotiated 
down. Thanks to quantitative easing, the government has 
been able to buy back almost all its debt from the IMF, so debt 
servicing costs are much lower than looked likely.

‘Eventually that [the good news] has to stop. If interest 
rates are still zero in five years’ time, we are screwed. With the 
exchange rate and oil prices, we just don’t know. Oil prices will 
probably go up eventually,’ says McCarthy.

EY’s latest Economic Eye report forecasts that GDP for 2015 
will have grown by 5.8% once the final statistics have been 
collated. But EY predicts this will fall back to 4.3% this year. There 
is uneven economic performance, it reports, with urban centres 
showing faster growth than rural areas. Cities have the highest 
levels of high value-added employment 
and the resulting economic benefits. 
While unemployment in Dublin and its 
commuting zone has fallen significantly 
to 8%, that is not the case in the south 
east and the Midlands, where it remains 
over 12%.

Mike McKerr, managing partner 
at EY Ireland, explains: ‘Employees 
and investors alike continue to be 
drawn to cities due to the lifestyle 
advantages, better infrastructure and 
the talent cluster they offer. The future 
is bright for Dublin, Cork, Belfast and 
the island’s other large cities. That 
notwithstanding, the strength of the 
manufacturing, tourism and agriculture 
sectors hold potential for the rural 

areas that struggle to compete for professional services and ICT 
investments. Avoiding the costs of success – namely, high prices, 
congestion and property shortages – will be paramount to 
ensuring the continuation of the urban success story.’

These factors demonstrate, says EY, the need to respond to 
infrastructure pressures. More investment is needed in housing 
in Dublin, while greater spend on transport links, broadband, 
energy, water supply and waste treatment will help to stimulate 
economies in rural areas.

Challenges lie ahead, not least the impact of the OECD’s 
Base Erosion Profit Shifting (BEPS) project on Ireland’s 
competitive position. But Deloitte points out that the BEPS detail 
will not be known for some time. Louise Kelly, a Deloitte Ireland 
tax partner, says: ‘There is very little in the BEPS paper which is 
a minimum standard or mandatory. So a number of actions were 
recommendations or best practice. Because of that approach 
we can expect different countries to implement BEPS in different 
ways. Some countries may choose not to implement it in 
domestic legislation and others not to implement it at all.

‘The granular detail about what we need to do is not yet 
known,’ adds Kelly. ‘So for a couple of years there is a lot of 
uncertainty. Some countries will move quicker than others. For a 
period there could be quite different rules for different countries. 
Ireland needs to ensure it is abreast of all these changes and that 
the Irish regime operates within the context of BEPS while not 
losing competitiveness. Different industries will be impacted a bit 
differently. Countries will continue to try to attract investment and 
Ireland is still attractive for companies to remain and set up here.’

Improving competitiveness
In addition, the Knowledge Development Box (KDB) could 
be an important element that actually improves Ireland’s tax 
competitive position. Martin Shanahan, chief executive at IDA 
Ireland, says: ‘This KDB will see a lower tax rate applied to 
profits from intellectual property that is generated as a result of 
research and development undertaken in Ireland. This is the first 
Knowledge or Patent Box in the world that is compliant with the 

detail of the OECD’s BEPS initiative. 
This allows companies to make long-
term plans for their activities in Ireland.

‘The rate of 6.25% that was 
announced is competitive – I believe 
it will help in attracting new R&D to 
Ireland. In addition to IDA Ireland’s 
direct R&D support, the KDB adds a 
further dimension to our best in class 
corporation tax offering, which includes 
the 12.5% headline rate, the R&D tax 
credit and the intangible asset regime.’

Neil Gibson, professor of economics 
at Ulster University and economic 
adviser to the EY Economic Eye, 
predicts that the Irish economy will 
begin to rebalance, with stronger 
consumer growth providing more of » 
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a boost in the immediate future. ‘Consumers are feeling better 
off and there have been tax reductions,’ he explains. ‘Export 
markets can’t perhaps do in 2016 what they did in 2015 and there 
are difficulties in China, and US interest rates are rising. 

‘The problems and risks are with cost pressures: wages, 
particularly in Dublin, the property market and rental costs. You 
can see the IDA and the Irish government working very hard, 
ahead of the curve, and with a commitment to see opportunities 
elsewhere than Dublin – in Cork and Galway – and I think that 
is important. They are already well aware of the risk that cost 
pressures will erode Ireland’s cost advantage. If growth stayed 
at 5% or 6% it would create difficulty. It might be nice for a year 
or two, but it would lead to overheating as before. But these are 
nice problems to have.

‘BEPS could possibly cause problems,’ continues Gibson, 
‘but you have to think that Ireland’s position is advantageous for 
a whole lot of reasons, not just tax. Ireland is already in a strong 
position with skills. Once a firm is here it is very difficult and 
expensive to retrench from that. One thing that Ireland is good at 
is compliance legislation. There will be changes, but I don’t think 
anyone will be able to play the tax position as Ireland has done. 
And BEPS is all about making tax more connected to where the 
activity is taking place – and so much of the activity is in Ireland.

‘The knowledge box could be an important opportunity for 
Ireland, as many of the firms in Ireland are firms that can avail 
themselves of those opportunities. In a new type of tax system 
Ireland is again at the forefront and it is sending out a really 
good message that Ireland is ahead of the curve.’

A more cautious view is taken in the study Squeezing the Irish 
Corporation Tax Base from University College Cork economist 
Seamus Coffey (published by CAI), which warns that BEPS could 
have a negative impact on the Irish tax take. Coffey reports 
that 80% of the €4bn of corporation tax collected in Ireland 
each year is paid by US and other foreign-owned companies 
and that one sixth of that tax comes from the pharmaceutical 
sector. He says that as only 1% of EU pharmaceutical sales takes 
place in Ireland, the Irish government stands to lose annual 
revenues of €575m to €650m from the impact of BEPS, along 
with the possible introduction of a Common Consolidated 
Corporation Tax Base.

In short, while the outlook for the Irish economy remains 
positive, the rate of growth is likely to fall and there are risks. 
While we have yet to understand the full impact of BEPS, 
Ireland has demonstrated a world-class capacity to play the tax 
competitiveness game better than most countries – and is well 
placed to continue to do so. ■

Paul Gosling, journalist

Northern Ireland

EY’s Economic Eye believes Northern Ireland’s economy 
will have grown by 1.7% in 2015. Growth in 2016 will be 
hampered by public sector austerity and the small size 
of the North’s private sector. The intended devolution of 
corporation tax – to be cut to match Ireland’s rate of 12.5% in 
2018 – will ‘alter [the] competitive landscape’, predicts EY.

It is likely that this will support the development of 
different sectoral clusters north and south. An EY survey 
of business leaders predicted that the cut in the North’s 
corporation tax is most likely to attract extra investment in 
life sciences, pharma, technology and manufacturing.

Michael Hall, managing partner for EY Northern 
Ireland, says: ‘Austerity is dampening domestic demand 
in Northern Ireland now in the same way it did in the 
Republic in recent years, and there have already been 
considerable job losses in the public sector as a result. 
We must offset this constraint by attracting more foreign 
direct investment in the private sector. This will be key to 
ensuring continued growth and uplift in employment in 
the coming years.’

Like the Republic, economic performance in the North 
is much stronger in large urban centres, particularly Belfast, 
than in rural areas. But employment rates are improving, 
with 24,000 jobs created in 2015. Wage rates reflect regional 
differences in appeal, with median wages a third higher in 
Belfast than in weaker areas. As with the Republic, suggests 
EY, greater investment in infrastructure is needed to drive 
economic performance outside of Belfast.

PwC chief economist, Dr Esmond Birnie, warns that 
while recent employment data is positive, ‘there are no 
grounds for euphoria’. He says: ‘The gap between the 
Northern Ireland and UK employment rates remains 
about 5% points – that means that Northern Ireland’s 
employment rate is essentially the same as it was four 
years ago. The rate of long-term unemployment remains 
at 54%, almost double the UK average. Whilst jobs growth 
is still being recorded, this is not being reflected by growth 
in real wages and household disposable incomes, while 
manufacturing output has actually fallen.’

▲ On the skids
Tyre manufacturer Michelin’s Ballymena factory is  
due to close in 2018 with over 900 redundancies
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Growth story 
In an era of corporate recovery, business leaders need to refocus on the fundamental 
tasks of organic growth and improved operating performance, says Jane Fuller

It has been easy to enter 2016 with 
a glass-half-empty mentality. New 
accounting standards loom for 
financial instruments, leasing, revenue 
recognition and, eventually, insurance. 
All involve big changes that will cost 
money and time. The disparagers will 
say it reinforces the post-crisis focus on 
compliance. How can managers lift their 
heads from all this to think about the 
future growth of their businesses?

The answer is that they must. The route 
to profit recovery in a period of weak 
demand and static or falling prices was 
to cut costs and save cash. For quoted 
companies, spreading net income over 
fewer shares via share buybacks made 
more sense than investing in extra capacity. 
With interest rates low and interest costs 
tax deductible, it also delivered a short-

term fillip to earnings per share.
This era should now be over – except in 

the mining and oil and gas sectors, where 
the plunge in prices only started in 2014. 
Once profit margins are restored – the 
US led the way in this from 2008 to 2012 – 
growth has to come from increasing sales. 

The incentives for this come in both 
carrot and stick varieties. Carrots include 
the extra money that consumers have 
in their pockets thanks to falling fuel 
prices and rising wages. In the UK, real 
wage growth resumed in 2015; in the 
US, nominal wage growth topped 3% for 
most of 2015. In China, average factory 
worker wages have more than quadrupled 
over the past decade, according to The 
Conference Board, a US-based business 
organisation. Note that in the US, core 
inflation, which excludes fuel, has edged 

up to 2% – a sign of strengthening demand 
that should encourage investment.

Meanwhile, share price movements 
have signalled loud and clear that investors 
want a growth story. According to the 
Financial Times, the Nasdaq Composite 
index of US companies rose nearly 6% 
in 2015, ‘bolstered by the “Fangs” – 
Facebook, Amazon, Netflix and Google’, 
and other fast-growing technology 
companies. The broader S&P 500 fell 
0.7%. In valuation terms, the UK’s FTSE 
Actuaries Share Indices show a year-end 
price-to-earnings ratio of 38 times for the 
technology sector, more than twice the 
market average. 

One of the sticks is the flip side of a 
carrot. Rising wages mean rising costs, 
exerting pressure to invest in equipment 
and higher skill levels to improve 
productivity. As for financial engineering, 
earnings improvements from share 
buybacks are clearly ‘low quality’, as they 
cannot grow. And the rise in US interest 
rates is a reminder that funding is likely to 
get more expensive – it already has for less 
creditworthy companies. This is a prompt 
to act now rather than later.

There is another reason for business 
leaders to refocus on organic growth and 
improved operating performance. The 
only consensus among users of accounts 
on their priority for accounting standard 
setters is that the profit-and-loss account 
be improved. What should be counted 
in or out of operating profits amid a 
proliferation of preparer-led ‘adjustments’? 
How should goodwill be treated – as an 
asset with an indefinite life, regularly tested 
for impairment, or as one that erodes 
in a straight line via amortisation? Why 
stop at ‘other comprehensive income’ 
in separating changes in asset or liability 
values from the inflows and outflows that 
make up operating performance? 

So, after seven years in which reacting 
to the financial crisis has had a heavy 
impact, there should be a refocusing on 
what makes non-financial companies tick: 
increasing sales, containing costs and 
explaining how to achieve this to investors 
who are hungry for growth. ■

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

and Assurance Council of the 
Financial Reporting Council 
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The twilight zone
The impact of disruptive change makes mapping the skillsets the profession requires 
even in the near future a tough but critical task, says ACCA president Alexandra Chin

The need to ensure that we remain 
attractive to future generations of 
finance professionals presents a range 
of challenges that exercise the minds of 
a great many people at ACCA.

Developing our qualifications 
along with our continuing professional 
development (CPD) products and 
services, and refining our future support 
to members can sometimes feel like 
trying to fit together the pieces of a jigsaw 
without having a full picture of the puzzle 
to work from.

The rapid pace of technological 
change, the shift in global influence 
and an ever greater degree of 
interconnectedness are three powerful 
drivers in the construction of a new 
‘normal’ for anyone who is involved in 
supporting professionals through their 
working lives.

There used to be a great deal more 
certainty about possible career paths for 
young adults. There was a reasonable 
chance that the job that an individual 
studied for at school or college was well 
established and would not be subject to 
any significant change. 

Any individual would also have a 
reasonable expectation that they could 
map out their progress to their chosen 
destination based on the experience of 
previous generations. They could see the 
path to partner, CFO or auditor general. 

But that landscape has now shifted 
significantly, thanks to the arrival and 

enormous impetus of IT automation, 
shared services and globalisation. Just 
how much things have changed in the 
past decade alone can be demonstrated 
by recent research, which has shown 
that the jobs that were most in demand 
in 2010 did not even exist in 2004. The 
same research shows that nearly two-
thirds of children who entered school this 
academic year will work in jobs that do 
not currently exist.  

That presents ACCA, along with 
every other professional body in every 
profession, with an interesting challenge. 
It is outlined by the article on page 36 of 
this month’s magazine, which looks at the 
mysteries of Generation Z – those people 
who were born around the turn of the 
century, who are in their mid to late teens 
and who are currently probably thinking 

about what kind of career they might be 
interested in.

Generation Z will also be the pool 
from which we draw our next generation 
of students, so the challenge is to ensure 
not only that accountancy remains an 
attractive proposition for them but also 
that we equip them – as well as our 
existing members – with the skills that 
employers and society in general will be 
looking for from finance professionals.

While I am focusing on the future, may 
I wish everyone who celebrates Chinese 
New Year a very happy and healthy year 
of the monkey. I hope it brings peace 
and prosperity to you all, wherever you 
may be. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

Nearly two-thirds 
of children who 
entered school 
this academic 

year will work in 
jobs that do not 

currently exist
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Stick or twist?
The recent upturn in Ireland’s fortunes provides the perfect opportunity to examine how 
best to develop a sustainable approach to rebuilding the economy, argues Ian Guider

The economy is roaring ahead. The 
estimates for growth for 2016 are 
anything between 5% and 7% – figures 
that match the boom-time highs and 
which will not be achieved by any other 
major developed economy. As we enter 
2016, with a fresh government and a 
clear distance from the crisis, we should 
consider what kind of economy it is that 
we want to have.

We have been here before in the 
economic cycle. The boom of the mid to 
late 1990s was driven by multinationals 
and surging exports before the property 
mania took off and eventually went on to 
fuel one-fifth of the economy at its zenith. 
An oversized construction sector was 
always going to be a calamity waiting to 
happen. But what, as a nation, should we 
be doing? 

The recovery of the last couple of years 
has been driven by a mixture of a return 
of consumer spending after years of 
austerity, the presence of multinationals, 
and a few other things thrown into the 
soup, such as corporations moving their 
domicile to Ireland. Our policy makers 
have not really questioned what is behind 
it – just so long as the economy keeps 
going in the right direction. 

We can be good at some things and 
great at a couple of things, but we can’t 
be involved in everything. We do not have 
an abundance of natural resources, nor 
are we a manufacturing powerhouse. 

Enda Kenny has been derided often in 
the media (including, on occasion, by me) 
for his catchphrase ‘the best small country 
in the world in which to do business’. 
It was in truth an admirable objective, 

recognising that Ireland, to use that 
horrible phrase, had to punch above its 
weight at something. But at what exactly? 

There has been criticism that we don’t 
have enough tech startups. Focusing 
on multinationals, which rarely bring 
development and engineering jobs to 
Ireland, means we have not developed an 
indigenous tech scene. 

Small countries looking to develop 
a tech sector are usually exhorted to 
emulate Israel. However, what is forgotten 
is that the Israeli tech sector has taken 
decades to build up and has been a near-
exclusive business focus for the country. 
Israel has also harnessed its own huge 
diaspora to develop it. If we want a nation 
of coders and developers we will have to 
wait a generation for a return.

There is also a wider point: just 
because tech is the hottest sector right 
now, is it sensible to turn all our attention 
and investment to that one area? What we 
need are sustainable industries that are 
not prone to bubbles or pose systemic 
risks to the economy. 

The International Financial Services 
Centre does little that is sexy, but what it 
does is vital to the global finance industry 
and gives us a genuine advantage in 
financial services. The decision by Credit 
Suisse to shift some of its traders from 
London to Dublin is a sign that we are 
becoming an important financial hub.

We need to identify a few other areas 
where that success can be replicated. 
Agriculture and food has become one 
of those sectors. But admiration for the 
success of Kerry Group and Glanbia and 
global leaders of similar scale isn’t enough 
– consideration must also be given to the 
smaller food companies.

The recovery, so much stronger than 
expected by most commentators, gives 
us another golden opportunity to remake 
the economy. There will, sadly, always be 
boom and bust cycles. As we’ve painfully 
seen from the property-led crash, betting 
the ranch on just one thing made the 
recession worse. Now is the time for us 
to decide what we’re good at – and to 
stick to it. ■

Ian Guider is markets 
editor at the Sunday 

Business Post
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The view from

Snapshot: corporate 
and international tax 
Change is part of life, but the pace 
of change in corporate tax is ever 
increasing. Tax laws are amended 
frequently and staying up to 
date is challenging, but it is also 
intellectually stimulating. 

The recent project to reform the 
international tax environment, led by 
the OECD and G20, is probably the 
biggest upheaval in corporate tax 
ever and certainly the issue of the 
decade. The proposed approach 
is not just relevant to major 
multinationals; it also impacts on 
smaller companies with international 
aspirations and on other corporates 
caught by consequential law 
changes as countries update their 
tax rules for the 21st century.

The days where one person 
could retain suffi cient expertise 
across all taxes to deal with 
every possible scenario are 
gone. The best practitioners 
are those who can assimilate 
masses of information quickly and 
distil it down to the key points. 
Understanding clients’ businesses, 
in terms of operations, fi nancing 
and the goals of management, is 
vital to make sure the advice is not 
only technically correct but also 
relevant and comprehensible.

Tax is complex, and that is 
not going to change, but a great 
adviser is someone who can move 
from a highly technical analysis to 
a practical solution and bring the 
client with them.

Rebecca Reading, tax partner, RSM

The audit reform 
process is a great 

opportunity to 
rebuild confidence 

in the financial 
statements 

of European 
companies

Advice to business owners cannot 
simply focus on one service. They need 
a trusted adviser to co-ordinate their 
services, to be at the end of the phone 
and act as a sounding board. This ‘hub 
partner’ is responsible for ensuring that all 
the individual service lines we provide to 
the client are delivered in a co-ordinated 
manner, and remain relevant and focused.  

I am very fortunate to have colleagues 
who provide a broad range of quality 
services. These include IT audit, HR and 
organisational development, corporate 
fi nance and strategic planning. My role 
is to understand the goals and ambitions 
of the client, both business and personal, 
and draw on the appropriate expertise to 
help them succeed. 

On the audit and fi nancial reporting 
side, we are going through signifi cant 
changes with new Irish and UK GAAP, 
company law, charity SORP, etc. While 
there may be only a few signifi cant 
changes for each client, each company 
must be examined rigorously as the devil 
is in the detail. There is a huge amount of 
work in the conversion process. 

We are awaiting the adoption of the 
European accounting directive into 
Irish law. The delay has impacted smaller 
companies, which cannot avail themselves 
of the provisions for small and micro 
entities introduced by the FRC during the 
year in FRS 105 and the amendments to 
FRS 102. The audit reform process is a 
great opportunity to rebuild confi dence 
in the fi nancial statements of European 
companies by reinforcing governance and 
audit quality through measures including 
mandatory rotation and joint audit. 

My fi ve years on the ACCA Leinster 
Members Network have been hugely 
rewarding. It gave me great pleasure to 
act as chairman in 2015 and I would say 
to anyone who has not participated in a 
regional or sector panel to get involved 
and take advantage of the great network 
of professionals around you. ■

My role is focused on providing audit 
and assurance services to privately 
owned, entrepreneurial businesses, a 
group that forms the backbone of our 
economy. Typically, they have experienced 
success domestically and internationally 
and are ambitious for the future.  

Many of the challenges business 
owners face are the same across the 
world. With a global Mazars team, I 
recently spent time in Germany where 
I visited some fantastic family-owned 
businesses. The success of this sector, 
the Mittelstand, has been exemplifi ed 
by its resilience through the economic 
crisis. What stood out on my visit was their 
long-term view: sustainability and a sense 
of responsibility to the community they 
operate in are core values. 

Emer O’Riordan FCCA, director, audit and assurance, 
Mazars Ireland
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Data adds up
If you’ve ever wondered about the terms ‘big data’ and ‘data analytics’, we take an 
introductory look at what they mean for the profession

This year marks the 400th anniversary 
of Shakespeare’s death, and one of 
the most frustrating things is how 
little we know about the most famous 
playwright who has ever lived. The few 
facts we do know are gleaned from 
the rare moments when Shakespeare 
popped onto the radar of officialdom 
– court cases, house purchases, his 
baptism, his marriage, his funeral. The 
paper trail is scant.

For any aspiring world-class playwright 
born in Stratford-upon-Avon today it 
would be a very different story. From 
medical records to shopping habits to 
what they think of Zayn leaving One 
Direction, just about everything they 
did would leave a digital trail thanks to 
‘big data’ – volumes of data so massive 
and heterogeneous they require a new 
generation of techniques and tools in 
order to be analysed effectively.

Modern technology has brought about 
this explosion in the quantity of data. 
According to IBM, 2.5 quintillion bytes of 
data are generated every day – and 90% 
of all the data that exists in the world has 
been collected over the past two years.

This vast volume of data falls into 
two broad categories: structured 
and unstructured. Structured data is 
anything that is or can be contained in 
a row-column field, such as a database 
or spreadsheet (so far, so comforting). 
But most data (three-quarters of it, in 
fact) is unstructured – word-processed 
documents, photos, emails, Facebook 
updates, digital conversations, tweets, 
browsing history, GPS signals, and so on.

An eye-watering volume of customer 
information is collected by companies and 
organisations every day. But all this big 
data is only useful if there is something 
that can be learnt from it – and that is 
where data analytics comes in.

Breaking it down
Data analytics allows companies to gather 
historic, real-time or predictive insights 
from electronic data that can be internal 
or external to the organisation; it uncovers 
hidden patterns and correlations that 

allow companies to make better business 
decisions. Unless you are determinedly 
off-grid, you will see data analytics in 
action every day. Those adverts that 
appear on every web page you visit? 
They are the result of data analytics – an 
algorithm is furiously analysing your 
browsing history, selecting and showing 
you ads for things that it thinks you might 
like to buy.

Annoying as it is to be offered a 
mobility scooter because you once 
bought your mother Saga insurance, 
data analytics vastly improves many areas 
of our lives. For example, IBM’s Watson 
initiative – essentially computers that 
learn from experience – is being used in 
diagnostic medicine, in some cases to 
predict infections in premature babies 

before symptoms even appear. Traffic 
flows in major cities are regulated using 
predictive and time-sensitive information, 
including weather reports and social 
media information. And Toyota has just 
launched a trial service in Japan that uses 
data analytics to predict the likelihood of 
serious injury during a car crash, relaying 
that information to nearby hospitals to use 
in deciding whether to dispatch ground or 
air ambulances. 

Accountants are comfortable with 
data – the profession runs on it. Even 
basic electronic spreadsheets are 
analytical tools. However, accountants 
deal principally with structured data – less 
than 5% of the world’s unstructured data 
is proactively managed – so the question 
is, what does the profession gain from 
jumping aboard the big data bandwagon?

Impact on the audit
So far, the biggest impact of data 
analytics has been felt in internal audit 
and its ability to allow organisations to 
continuously monitor indicators and 
identify risks. External auditors have 
been slower to catch up, but analytics 
has greatly improved the process in three 
main areas:

* Analytical software allows auditors to 
test full datasets rather than sampling.

* It makes it much easier to identify 
anomalies and areas of risk. Auditors 
can easily search a dataset for 
duplicate invoices, journal entries 
made at suspicious times, or 
payroll payments made to fictitious 
employees, for example.

* It leaves a clear audit trail. 
As the use of audit analytics spreads, it 
is changing the audit profession. The 
processing side, for example, can now 
be done by software or shared service 
centres, leaving auditors to concentrate 
on what they see as value-added services, 
such as identifying inefficiencies and 
helping clients to manage risk. 

The consensus is that external auditors 
still have a lot to do to make the most 
of data analytics (see ‘Big data auditing 
dynamite’, AB.UK, page 18, February 

Those adverts 
that appear on 
every web page 
you visit? They 

are the result of 
data analytics 

Key facts

* 2.5 quintillion bytes of data is 
collected every day.

* Only about a quarter of all data 
collected is structured data – 
held in a set of structured fields 
as in a database or spreadsheet.

* Data analytics provides historic, 
real-time and predictive insights 
from data.

* The greatest use of analytics in 
the finance profession has been 
in audit.
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2015 – at bit.ly/AB-bigdata). In particular, 
tapping external, unstructured data – 
comments on social media, for example 
– could alert auditors to a problem within 
a company. For now, though, the focus 
is predominantly on internal information 
provided by the company itself. 

As far as companies are concerned, 
data analytics has huge potential. A 
2013 study by management consultancy 
Bain found that large companies that 
had adopted big data analytics early on 
were significantly outperforming their 

competitors, financially and operationally.
Data analytics in a corporate context 

means anything from tracking the clicks 
on a homepage to mining customer 
transactions for insights, and analysing 
management and financial information. 
Analytical tools allow companies to gather 
data quickly and efficiently from a wide 
variety of sources and functions for use as 
a basis in making forecasting, budgeting 
and operational decisions – all with the 
confidence of traceability and, as long 
as the raw data itself is reliable, accuracy. 
Finance teams regularly need access to 
non-financial information (such as sales 
data) for forecasting and budgeting, 
and data analytics provides the power to 
accurately collect and collate everything 
they need in one place. 

A survey of 435 global CFOs by 
the cloud performance management 
company Adaptive Insights showed how 

important data analytics has become to 
finance departments. The survey, for the 
third quarter of 2015, found that a third 
of CFOs expect the amount of data they 
manage to increase by 50% over the 
coming five years, and 41% said that their 
finance team already manages data from 
between three and five source systems. 
The nirvana for CFOs, added the survey, 
was a set of consistent and accurate data 
providing a comprehensive picture of the 
business and which could be used as the 
basis of all decisions.

In terms of evolution, we are still in 
the Ice Age of analytics at work and in 
our wider lives. Used wisely, analytics 
can bring huge benefits. For many, the 
only question is whether handing over 
personal information in the process is a 
worthwhile trade. ■

Liz Fisher, journalist

Analytics analysis

See EY’s global head of 
assurance on how data analytics 
is affecting audit and the wider 
profession at bit.ly/ACCA-playlist.
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Snapshot: 
shared services 
Outsourcing and shared service 
models for accounting and fi nance 
functions continue to grow in 
volume. In terms of low-cost 
locations for these, countries such 
as India and the Philippines are still 
lead, but new locations across Latin 
America, eastern Europe, Asia and 
Africa are also in the running. 

However, technology is on the 
move, too. The options that robotics, 
cloud-based enterprise resource 
planning or in-memory processing 
might provide are bringing the 
discussion back to fi rst principles: can 
you automate, eliminate or reinvent 
tasks rather than offshore them?

Most suppliers suggest that a 
range of solutions is the best way 
forward. The core proposition, after 
all, remains simpler, cheaper and 
more effi cient processing of routine 
elements so that clients can focus 
on key strategic issues. 

In terms of new skills, the 
‘data scientist’ – a specialist who 
really knows how to gain insights 
from large volumes of data – is 
gaining currency. And data is 
also the focus for regulators. The 
European Union’s upcoming data 
security standards call for greater 
transparency. The imperative to 
know where your data resides and 
how it is secured has never been 
greater, so individuals who are 
familiar with governance issues are 
much in demand.

Simon Seymour, UK shared services 
and outsourcing leader, PwC

No two clients 
have the same 

needs: we offer a 
reporting service 
tailored to meet 

the needs of each 
fund manager, and 

their investors

we are improving is through the use of 
ERP and the implementation of the new 
system now being rolled out.

My current role centres on the 
preparation of fi nancial reports and on 
quarterly workings, as well as any ad 
hoc tasks required by the client within 
the pool of funds I work on. I lead a 
team of fi ve part-qualifi ed accountants, 
acting as a point of contact for the fund 
accountants and allocating work to the 
staff in my team based on its complexity. 
Once a new employee has been through 
Augentius’ training programme they 
come onto the fl oor and it is my job to 
ensure that they are able to fi rst solidify, 
and then build on, their knowledge base.

Longer term, my goal would be to 
move into a senior management role. 
In the short term, I want to work as an 
accountant and, having only recently 
qualifi ed myself, I still have a lot to learn. 
I feel it is important for me to put myself 
in a position where I can continue to 
develop the skills I have attained and work 
with a team of people I can learn from. 

The increase in regulation in the industry 
stems largely from two factors. Firstly, 
there was the fi nancial crisis, and secondly, 
there was Bernie Madoff, who ran a Ponzi 
scheme in what is widely considered as 
the biggest fi nancial fraud in US history. 
The result has been an increase in 
regulation which has put added pressure 
on our clients. This, in turn, has led to an 
opportunity for Augentius. It now offers an 
increased range of services that alleviate 
the administrative burden of our clients 
and allow them to keep their team aligned 
to investor interests. 

The most important business lesson I 
have learned is not to be afraid to ask 
questions. I started at Augentius two 
weeks after completing a master’s degree, 
and had no practical experience outside 
the classroom. I had questions about 
almost everything, and found seeking 
answers from those with experience the 
best way to learn. ■

Augentius is focused on private equity 
and real estate fund administration 
services, and we are one of the largest 
organisations in this sector in the world. 
I work in the client services department, 
where our focus is on meeting the day-
to-day needs of our clients and providing 
a service to the highest standard. No 
two clients have the same needs, and we 
offer a reporting service which is tailored 
to meet the specifi c needs of each fund 
manager, and their investors. 

In the past three years, the Belfast 
offi ce has grown from around 30 to 
130 staff, and the company as a whole 
has doubled in size. The success of the 
business has led to a change in operations 
as the business has moved from small 
to medium-sized, and one of the ways 

Michael McGuinness ACCA, client services accountant, 
Augentius (UK), Belfast

The view from
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A new regime is born
The new Companies Act, the largest piece of legislation ever to pass into Irish law, has 
introduced significant changes for businesses, as Maeve Harrington explains

The Companies Act 2014 came into 
force on 1 June 2015. From this date 
there is an 18-month transition period 
during which existing private limited 
companies will have to make a decision 
about which of the new business entity 
types they wish to become.

LTD or a DAC?
Company directors across the country 
will be wondering whether to take steps 
to become a private limited company 
(LTD), to re-register as a designated 
activity company (DAC), or simply to be 
converted automatically to a new-style 
LTD at the end of the transition period, 
which runs until 31 October 2016.

Act now or do nothing?
Existing private limited companies 
incorporated prior to 1 June 2015 
can decide to convert to a DAC or the 
new-style LTD, or decide to do nothing 
– in which case, after the 18-month 
transition period has run its course they 
will be automatically converted into the 
new-style LTD. 

Existing private companies that are 
happy to be converted into an LTD need 
take no action. They will simply lose their 
objects clause and the remaining part 
of the memorandum of association, and 
the articles will be deemed to be the 
company’s constitution at the end of the 
transition period.

If, however, an existing private 
company wishes to become an LTD 
before the transition period expires, then 
it must pass a special resolution and 
adopt a new constitution in line with the 
act. When it has done that, and sends 
the necessary documentation on to the 
Companies Registration Office (CRO), 
the latter will issue a new certificate of 
incorporation. It falls to the directors to 
prepare the new constitution, deliver the 
particulars to the CRO, and so on.

However, automatic conversion is not 
recommended for the following reasons:

* A company may be deemed to have a 
corporate form and constitution that 
doesn’t suit its requirements.
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* There may be conflicts between 
the existing memorandum and 
articles of association lodged in the 
public records and provisions of the 
Companies Act 2014.

* Under the legislation, company 
members (ie the owners) will be able to 
seek remedy in the courts (which can 
rule they must be paid compensation 
for their purchase of shares in the 
company) if they feel their rights as 
members have been prejudiced by the 
company taking no action.

* Automatic conversion may impact 
the company’s dealings with banks, 
potential investors, enterprise boards 
and other third parties.

* Companies that want to have a ‘single 
director’ will not be able to do so until 
they have converted.

What a DAC does
It is open to any existing company to 
become a DAC. Some companies may 
find that a DAC is a more relevant form 
for them – for example, they may feel 
that the specific purpose of the company 
should be clearly stated in the principal 
objects clause so that the capacity of the 
company is clearly defined. It should be 
noted that certain companies are obliged 
to convert to a DAC; an existing private 
limited company that has published 
an offering document or obtained an 
admission to trading on a regulated 
market for its debentures must take the 
DAC conversion route.

A DAC is essentially the same as a 
private limited company prior to the new 
legislation. It must have a memorandum 
of association with an objects clause, 
and it will have limitations on what it can 
do based on the provisions set out in its 
memorandum of association. A DAC has 
the capacity to do anything in its objects 
clause, which includes anything that is 
‘requisite, advantageous or incidental 
to, or to facilitate’ the attainment of 
that object. 

Single-member DACs are permitted. 
Unlike the new-style LTD, a DAC still 
requires two directors and can dispense 
with its annual general meeting (AGM) 
only if it is a single-member company.

Characteristics of an LTD

* can have a single director

* can dispense with holding its AGM 
even if it has more than one member

* does not require an authorised share 
capital

* will have a one-document 
constitution that replaces the need 
for a memorandum and articles of 
association.

* will have unlimited capacity to carry on 
all types of business as it will not have 
an objects clause

* will continue to have the designation 
Limited or Ltd at the end of its name.

How to change to an LTD 
In an effort to simplify matters, all new-
style LTD companies will have a one-
document ‘constitution’. In a significant 
departure from previous practice, the 
constitution will not contain an objects 
clause. You can find the statutory 
guidelines in section 19 of the act. It must 
state the following:

* the company’s name

* that the company is an LTD

*  either the amount of authorised 
share capital and how the division 
of the capital into shares works, or a 
statement of how the share capital is 
divided 

* details of the original subscribers

* whether the company is adopting 
supplemental regulations – and if so, 
which. 

It should be noted that the list of 
subscribers must be the original 
subscribers as submitted to the CRO 
on incorporation. The most up-to-date 
authorised share capital must be indicated 
on the new constitution, where required. 
The new constitution should be submitted 
together with the form N1 and a G1.

Once the N1 form and associated 
documents have been registered, a 
new certificate of incorporation will be 
issued by the registrar of companies. The 
company becomes the new company type 
only on the issue of this certificate.

 Characteristics of a DAC

* must have at least two directors

* must hold an AGM if the company has 
two or more members

* will have a constitution document 
which includes a memorandum and 
articles of association

* will state the object for which the 
company is incorporated in its 
memorandum

* the company name will end with 
Designated Activity Company or DAC.

How to change to a DAC
If a company wishes to convert to a DAC, 
it should pass an ordinary resolution not 
later than three months before the expiry 
of the transition period. If a member of an 
existing private company who holds more 
than 25% of the total voting rights in the 
company serves notice on the company 
that they want it to re-register as a DAC, 
then it must do so. Also, members who 
hold more than 15% of the company’s 
issued share capital or creditors who hold 
15% of the company’s debentures may 
apply to court for an order requiring the 
company to re-register as a DAC.

The DAC’s constitution takes the 
form of two separate documents, the 
memorandum and articles of association. 
The model constitutions can be found in 
schedule 7 and schedule 8 of the act. The 
new constitution should be submitted 
together with the form N2 and a G1. 

Once the N2 form and associated 
documents have been registered, a 
new certificate of incorporation will be 
issued by the registrar of companies. The 
company becomes a DAC only on the 
issue of this certificate.

It would be prudent for directors of 
existing private companies to consult 
with the company’s shareholders, 
especially if they have shareholders 
who are not directors, to ascertain what 
their preference is regarding the two 
conversion options available to them. It 
would also be wise for directors to consult 
with key creditors such as banks. ■

Maeve Harrington, director of e-learning 
specialist KnowledgeBase

Company owners 
will be able to seek 

remedy in the 
courts if they feel 
their rights have 
been prejudiced 
by the company 
taking no action

For more information:

KnowledgeBase and Grant 
Thornton have made an  

interactive, easy-to-use guide to 
the new act available at  

knowledgebase.ie/accountants
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The big fi ve
There are fi ve tactics behind most business transformations. Infosys’s Ramachandran 
Guruswamy describes how to improve your chances of success

John F Kennedy once said: ‘Effort 
and courage are not enough without 
purpose and direction.’ When the 
purpose is clearly set, goals are 
easier to achieve. This is as apt in 
business transformation as it is in 
life. Over the years, enterprises have 
embarked on various transformation 
journeys – with mixed results. For 
every success story, there are equal 
numbers of failed programmes. 

One company that hit the headlines 
for not meeting its stated goals is 
a global media giant which wrote 
off US$130m worth of digital assets, 
after a prolonged and much delayed 
transformation programme had to be 
virtually scrapped. In another case, a 
global sports and lifestyle company 
failed to manage its enterprise 
resources planning (ERP) upgrade 
programme, resulting in cost, scope 
and time overruns – losing millions of 
dollars in lost sales, a fall in its stock 
prices and unhappy customers. 

While there could be local, 
individual reasons why transformation 
projects fail, there are key factors that 
need sharper focus and attention to 
increase the odds of success.

Transform or fall behind 
Whether you are a fashion retailer, 
chip maker, e-commerce player 
or an automobile giant, your 
market environment is constantly 
changing – be it technology, market 
demographics or customer behaviour. 
And as your enterprise becomes larger, 
more complex and more mature, its 
ability to respond to these changes 
is reduced. To cope with these 
challenges, enterprises must transform 
or fall behind.  See box, right, for some 
examples of transformation goals.

Five lessons
Whatever your transformation goals, 
these fi ve lessons drawn over years of 
partnering with global clients will be 

relevant for any enterprise operating in a 
competitive market environment.
1 Don’t try to ‘boil the ocean’
While having an audacious goal is not a 
bad idea, not having the resources, plan 
and people to execute it is defi nitely 
one. The business process management 
industry has seen and experienced 
multiple instances of enterprises 
attempting to do exactly this without 
adequate follow-through.

Some examples include: 

* migrating over 50 countries to a single 
account reconciliation platform within 
four months

* attaining best-in-class benchmarks in 
cost per invoice within five months of 
project kick-off.

In any programme, the key variables are 
time, cost and resources. Enterprises 
need to decide upfront which of these 
are scarce or constant. Time becomes a 
non-negotiable resource when project 
deadlines are predetermined: for instance, 
going live in eight months to coincide with 
a major event such as the Olympic Games 
or bringing a new platform on board prior 
to the current ERP’s licence expiry. 

Organisations should always have clear 
interim milestones to gauge progress, 

validate the achievability of goals and 
make tweaks along the way if required. 
2 Identify stakeholders and make them 
part of the programme, not just an 
afterthought 
Many large programmes have failed 
because all the right stakeholders were 
not consulted in the fi rst place. For 
instance, if the agenda is to create an 
inhouse shared service for fi nance and 
procurement processes, or to drive 
an outsourcing-led transformation 
programme, identify your immediate 
customers and their customers: 

* first level customers: regional business 
controllers, regional finance managers, 
field finance leads

* second level: finance managers, 
business operations controllers, sales 
teams, regional buyers. 

These two levels of internal customers 
need to be brought into the programme 
via structured interventions (focused 
workshops, war room, special resourcing 
to handle the extra workload). 

Most well-run medium-to large 
enterprises invest signifi cant time in 
identifying the key project team members, 
change control board members, track 
leaders and so on. For instance, if 

Typical transformation goals

Goals

Cost reduction 

Enhance customer 
satisfaction 

Service customers 
effi ciently 

Adopt/leverage 
technology 

Examples of projects undertaken

1 ERP enhancement/upgrades 
2 Create shared services organisation
3 Outsource non-core business functions

1 Digitise key processes, reduce touch points 
2 Introduce self-service portals 
3 Migrate all customers to a new, improved 

technological platform for efficiencies 
4 Reduce time taken to service customers 

1 Migrate to a cloud-based ERP/hosting 
2 Target new revenue streams as ‘as-a-service’
3 New solutions for emerging economies 
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your organisation is transforming the 
controllership function (automating the 
balance sheet reconciliations, fi nancial 
close monitoring process and so on) the 
key stakeholders would include people 
from fi nance and IT (see box, below right).
3 Have a strong steering committee 
Often, such committees are packed with 
people who are least affected by the 
programme outcome. They need to be 
suffi ciently senior to drive consensus, 
implement tough decisions and ensure 
goals are met. If you are running a 
programme to transform the invoice 
processing function, make sure the 
procurement leader is on the steering 
committee. Any upstream processes that 
need redefi nition, negotiation with key 
suppliers or prioritisation of vendors can 
be handled better with their insights. 

key employees

*   building awareness of such 
programmes in employee gatherings

*   conducting impromptu quizzes, fun 
events with an underlying objective of 
promoting programme awareness. 

5 Change management ownership 
The success of any transformation 
programme depends on identifying 
key decision makers at the start. These 
leaders should be equipped with the 
knowledge to anticipate change and 
handle resistance. For instance, projects 
that involve streamlining fi nancial 
book close processes or automating 
key portions of performance report 
submissions will trigger comments like:

* ‘These processes are unique and 
our business partner would refuse to 

team, therefore, must anticipate 
such questions and concerns and 
address them proactively. The team 
leader should recognise certain 
legal or business issues and identify 
workaround solutions instead of 
enforcing a centrally decided solution. 

Conclusion
There is no silver bullet to ensure 
success of large and complex 
transformation programmes. Every step 
requires leadership maturity to navigate 
issues, drive decisions and stay focused 
on the larger goals. ■

Ramachandran Guruswamy is global 
F&A transformation practice leader 
at Infosys

Finance

1 Finance controller/regional 
controllers 

2 Technical controller/
reconciliation process owner

3 Internal controls and audit 
team

IT

1 Architecture and security team (to be part 
of any third-party solution evaluation)

2 ERP team (to allow a third-party 
application to integrate feeds)

3 Infrastructure team (to provide hosting 
guidelines, evaluation process)

Identifying key stakeholders

4 The art of communication is the 
language of leadership
Numerous change events may arise out of 
any transformation programme involving 
communication with external and internal 
stakeholders. For example, a change in 
how suppliers receive or customers make 
payments, bringing a new e-invoicing 
partner on board and eliminating roles. 

Organisations must effectively 
leverage the multiple formal and informal 
channels available for sharing details 
and progress of the transformation 
programme, for example, by:

*   launching and maintaining a dedicated 
intranet site with programme            
updates, resources and FAQs

* celebrating success/key milestones via 
town hall meetings and recognising 

accept the new way of working.’

* ‘The new proposal doesn’t factor in 
my region’s legal/local nuances.’

* ‘We are comfortable with the 
current reporting frequency 
and the new one will add to our 
team’s deliverables.’

* ‘I can’t ask my clients to accept 
invoices in a 
new format.’
The transformation 
programme manager 
must understand the 
organisation’s culture 
and capabilities. If 
recent programmes 

failed to meet goals, the 
manager should spend 

time understanding why. 
If the underlying reasons 

(resistance from people, 
reluctant senior management, 

failure to size the problem, cost 
overruns) continue, the risk of failure 
increases tremendously.  

The transformation programme 
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The price of corruption
While standards of compliance have risen across all markets, corruption still imposes a 
heavy cost on ethical companies and acts as a deterrent to potential investors

For more information:

Read Control Risks’ International 
business attitudes to corruption 

2015/2016 survey (which includes fi ve key 
recommendations for strategic 

anti-corruption measures that enterprises 
can employ) at bit.ly/CR-2015

The price of corruption

News: Infographics

Copy to replace URL:

Headline for web:

Folio for app:

Web friendly URLs:

Read the International Business 
Attitudes to Corruption 2015/2016 
survey from Control Risks >

Lost business

In its latest annual survey of business 
attitudes to corruption, consultancy 
Control Risks concludes that corruption 
imposes a heavy cost on international 
business. Although the picture is 
improving, investors are still deterred 
and deals killed off by corruption risks.

Developing and emerging 
economies feel the pain
Companies based in non-Western countries 
are more likely to lose deals to unethical 
competitors. Those based in Nigeria 
suffer most heavily, with 48% of deals lost 
to corrupt rivals, followed by Indonesia 
with 46% and Colombia with 43%. Only 
businesses based in the Middle East 
(principally, the UAE) matched those in 
mature economies in losing fewer deals to 
corruption than the global average. The 
dotted line in the graphic represents that 
global average (30%).

Staff whistleblowers are your best allies

It is better to be alerted by concerned employees about compliance 
infringements and to take action than to wait for a call from law enforcement. 
However, the survey points to potential weaknesses in compliance.

Anti-corruption agreement

There is broad agreement globally – even 
in countries with relatively high levels of 
corruption – with the proposition that 
international anti-corruption laws are 
improving the business environment.

18% Strongly agree 
46% Agree

22% Disagree
8% Strongly disagree

6% Don’t know

Companies that have failed to win contracts where there is strong 
circumstantial evidence of bribery by the successful competitor

Percentage of organisations that have 
conducted an internal investigation into 
suspected corruption
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30%

Lost out on deals to 

corrupt competitors

41%Pulled out of a deal because of risk of corruption

30%Didn’t do business in a country because of corruption risk

38%

20%

43% 41%

24%

37%

23%
18%

48%

35%

14%

31%
39%

46%

27%
35%

8%
9%

11%

51%35%32%19%

51% No investigation | 35% Internal whistleblower | 32% Internal fraud discovered | 
19% External whistleblower | 11% Requirement by regulator | 

9% Press report | 8% Finding of benchmark exercise
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Fixing the broken model
There’s a growing agreement that corporate reporting isn’t giving investors the information 
they need. But how can this be rectified and who should be in charge of making it happen?

ordinate the evolution. Part of the problem is that no single 
body has responsibility for corporate reporting as a whole. The 
IASB can explore ways of simplifying the reporting of financial 
information but, as Ian Mackintosh, deputy chairman of the 
IASB, told the recent International Integrated Reporting Council 
(IIRC) conference, ‘we are constrained by our existing mission’. 
There are also clearly limits to what the IASB can do through 
International Financial Reporting Standards (IFRS) alone. IASB 
member Steve Cooper pointed out at the Meet the Experts 
conference that ’simplification [of accounting standards] would 
be welcome, but I’d challenge anyone to achieve that, given the 
complexity of business’.

One option is for the IASB to widen its remit beyond financial 
reporting. The trustees of the IFRS Foundation are considering 
the responses to its consultation on proposals to enhance the 
structure and effectiveness of the organisation, which asked 
whether the IASB should play a more active role in developments 
in wider corporate reporting. The trustees themselves, though, 
said that they ‘continue to view the organisation’s existing forms 
of co-operation as a more appropriate approach than the IASB 
broadening its scope of work into areas outside the traditional 
boundaries of financial reporting. Mackintosh said it was ‘an 
open question whether we should be more involved or not’.

Coordination and integration
There are initiatives intended to bring more cohesiveness and 
logic to corporate reporting, the most high-profile of which 
is integrated reporting (described by the IIRC as ‘a concise 

communication about how an 
organisation’s strategy, governance, 
performance and prospects, in the 
context of its external environment, 
lead to the creation of value in the 
short, medium and long term’). The 
Corporate Reporting Dialogue, 
launched in 2014 and in which the 
IASB, Financial Accounting Standards 
Board (FASB), IIRC and Global 
Reporting Initiative all participate, is 
attempting to create a coordinated 
discussion about the various 
reporting frameworks, standards and 
requirements around the world, but 
progress has been slow.

So now the Fédération des Experts 
Comptables Européens (FEE) has » 

At the recent PwC ‘Meet the Experts’ conference on 
financial reporting, the audience was asked whether 
they thought that financial statements would retain 

their relevance for users in the coming decade; 76% of 
(preparer-heavy) attendees thought that they would. The 
answer surprised many of the speakers at the conference, for 
good reason.

The clamour for reform of corporate reporting has steadily 
grown in recent months and years – there is a general view that 
corporate reports have become too long, that financial information 
is too complex, that disclosures in particular have reached an 
unmanageable volume, and that the amount of non-financial 
information provided by companies is making comparison 
between companies and across sectors increasingly difficult.

The audience’s answer, though, reflected the fact that users 
will always need financial information and corporate reports 
will always be the vehicle that delivers it. However, the more 
fundamental, underlying question is what will corporate reports 
actually look like in 10 years’ time?

It is clear that the momentum for a complete overhaul of 
corporate reporting is steadily growing. A number of international 
bodies are working on projects that are designed either to tackle 
complexity and information overload, such as the International 
Accounting Standards Board’s (IASB) Disclosure Initiative, or to 
attempt to standardise the increasing volume of non-financial 
information provided by companies (such as the European 
Securities and Markets Authority’s guidance on alternative 
performance measures). At the same time, the requirement for 
additional information from regulators 
is growing, from country-by-country 
reporting to the disclosure of risk 
policy. The result is a mass of often 
overlapping and confusing information, 
with little apparent logic behind it. 
Add into the mix rapidly evolving 
technology that is changing the way 
financial information is used and read, 
and it seems that corporate reporting 
is falling very quickly into a box marked 
‘unfit for purpose’.

Who’s in charge?
What the situation lacks is a common 
viewpoint on where corporate 
reporting should go – or at least 
someone who is prepared to co-

‘Accountants 
are uniquely 

positioned to 
begin the debate.

We are natural 
intermediaries 
between users 

and companies’
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describes integrated reporting (IR) and 
the IIRC’s IR framework as ‘promising’, but 

adds that IR is still developing and in an 
experimental phase: ‘It needs to evolve 

further to fulfil its mission to establish 
integrated reporting and thinking within 

taken on the task of ramping up the debate with a new 
discussion paper, The Future of Corporate Reporting 
– creating the dynamics for change. The paper 
argues that the audience for corporate reporting 
is growing and diversifying, new business models 
are developing, and technology is transforming 
our environment at an unprecedented pace – but 
corporate reporting is failing to keep up with 
developments. The paper intends to 
kick-start the debate that needs 
to happen and hopefully 

encourage some sort 
of consensus (or at 

least coordination) 
internationally among users, 

preparers, regulators, standard setters 
and governments. It is a step outside 
FEE’s usual remit, having previously 
concentrated on financial rather than 
corporate reporting.

‘This has had a long incubation,’ says 
Mark Vaessen, chair of FEE’s Corporate 
Reporting Policy Group. ‘It’s clear that 
there is a need for debate, so we need 
to stimulate the initiative. This is a 
substantial thought-leadership piece 
for us.’

Hilde Blomme, FEE’s deputy 
CEO, stresses that the paper is not 
a FEE view on the future, but brings 
together different views from a wide 
variety of stakeholders. Vaessen adds 
that accountants are uniquely positioned 
to begin the debate: ‘We are natural 
intermediaries in the accounting 
profession between users and companies. 
We have to arbitrate between the two. It’s a 
natural role for us.’

The FEE report discusses the various 
developments in financial and corporate 
reporting, as well as initiatives to simplify 
accounts and improve communication. It 

reporting practice as the norm.’
In its report, FEE puts forward its own 

suggestion. It says that the ultimate aim should 
be ‘a single, easy-to-understand report’ that aims to 
address the needs of a wider stakeholder audience. As 
a way of achieving this, it puts forward a ‘core and more’ 
approach. The ‘core’ is an overarching report or executive 
summary, which would include ‘key information that is 
important for understanding the company’s affairs, key 
financial results and additional information that’s considered 
relevant and material for the company’s stakeholders’, based 
on relevance and materiality. The core report would include 
information on ‘expectations for the future’. This would be 
supplemented by (and hyperlinked to) a series of ‘more’ 
reports, containing additional information such as disclosures 
for financial statements, to support the information in the 
‘core’ report. Users could then pick and choose which detailed 
information they needed.

The report raises a number of difficult questions that will 
need to be addressed as part of the debate. Some of them 
go to the basics of accounting, such as the primary qualitative 

characteristics on which reporting is based.

Timing is key
The IASB’s Conceptual Framework names relevance 
and faithful representation as the primary qualitative 
characteristics, with other characteristics such as timeliness 

and comparability supporting them. The FEE report, though, 
concentrates on the relevance and timeliness of information, 
even if that comes at the cost of comparability. ‘For users,’ it 
says, ‘the timeliness of financial information is key. Users seem 
to be prepared to take risks and rely on incomplete and even 
unreliable financial information, if it is produced on a timely 
basis. It is a critical choice whether all of the corporate report 
should be prepared and issued at the same time, or whether 
some information may be issued later or earlier or when 
relevant events occur.’ It adds that relevant information ‘is 
buried in the ever-increasing volume of financial information’ 
and that financial statements need to evolve to retain their 
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develops in the market,’ says Vaessen. 
The UK has done it with the FRC’s 
Reporting Lab – maybe we could 
replicate that.’

The FEE paper is open for 
consultation until the middle 
of 2016, after which FEE will 
come up with a list of policy 
recommendations. One of 
the first and most important 
questions to answer, though, 
is who will be in charge of 
taking things forward 
from that point. 
‘We don’t have 
the answer 
to that; 

relevance and not be seen merely as a 
compliance exercise. 

‘Relevance is more important to 
me than comparability,’ says Vaessen. 
‘There will always be a certain 
level of comparability because of 
market forces, but relevance trumps 
comparability.’ Blomme adds that 
‘anyone expecting comparability to be 
the priority in this will be disappointed’. 
Crucially, the ‘core and more’ reports 

would not necessarily have to be 
available at the same time – the 
core report would need to be 

timely, while ‘more detailed 
information such 

as specific 

For more information:

To hear IIRC chairman Paul Druckman on the profession 
as the innovator of the accounting ecosystem, and IASB 

chairman Hans Hoogervorst on the board’s role in this 
evolution, visit ACCA’s Accounting for the Future event at 

www.accaglobal.com/accountingforthefuture

FEE’s report can be found at tinyurl.com/nkzd7fp 
Comments are requested by 30 June 2016.

See the Corporate Reporting Dialogue at 
tinyurl.com/pueyv7d 

Read more about integrated reporting at 
www.integratedreporting.org

The audience 
for corporate 

reporting is 
diversifying, 

but corporate 
reporting is 

failing to keep up

disclosures 
could become 
available at a later 
stage’. ‘Maybe we need to 
step away from a purely periodic 
approach to reporting,’ adds Vaessen. Instead, reporting 
could be a combination of the dynamic, periodic and ad hoc, 
with information updated depending on the relevance and 
urgency of the information and when it becomes available.

One of the biggest areas of corporate reporting in need of 
attention is non-financial measures and information. The paper 
argues that its increased use means an international framework  
is becoming essential. It cites an article by Robert Elliott,  
former chairman of the American Institute of Certified Public 
Accountants, published in 1998, which illustrated the diminishing 
influence of financial statements on markets and said there is  
need for ‘decisive leadership’ in developing a common 
international framework for non-financial information. ‘Financial 
reporting is well-developed,’ says Vaessen. ‘It’s other areas that 
need attention.’

‘The crux of what our report is trying to achieve is how to put 
some structure around the unstructured information,’ he adds. 
‘It’s open to all kinds of manipulation – boards talk about what’s 
important to them, but without the key performance indicators 
to measure them. It can often be a story that’s not based on fact.’

The FEE report stresses the need for the accountancy 
profession to innovate if a solution is to be found. ‘Innovation 

there are a lot of players 
in the debate,’ says Vaessen. 

‘But it will certainly need government 
support. I see a lot of parallels to the 1970s when the 

International Accounting Standards Committee was created. 
The need for global accounting standards was seen and the 
initiative was taken up by the profession. It took a long time, but 
without a dot on the horizon, things won’t move.’ ■

Liz Fisher, journalist
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There is a growing sense in society that companies should 
behave responsibly, whether by contributing their fair 
share of taxes, paying a decent wage or looking after 

the environment. Those that don’t risk critical media headlines, 
consumer boycotts and challenging AGMs. As the vulnerability 
of organisations to reputational risks has become clear, so 
the need for them to report on how they are assessing and 
mitigating those risks has grown in importance. 

Actions by companies that 
adversely affect the rights of children 
are particularly high risk. This should, 
therefore, be a priority area for 
companies to address. 

‘There is no issue that is more 
central to corporate sustainability than 
children’s rights,’ says Leah Kreitzman, 
director of public affairs at Unicef 
UK. ‘Children are key stakeholders 
of business – as consumers, family 
members of employees, young 
workers, and future employees and 
business leaders. Their survival and 
development needs differ from those 
of adults, and they are particularly 
vulnerable to violence, exploitation and 
abuse. Businesses therefore need to 

give children specific attention to ensure that they are managing 
their potential impacts upon them. Many companies are starting 
to do this, and the huge potential of the private sector to 
positively impact children is starting to be realised.’

Room for improvement
A recent report by ACCA, Reporting on children’s rights, shows 
that corporate reporting on this area is vitally important – and 

that there is substantial room for 
improvement. Adrian Henriques, vice 
chair of ACCA’s Global Sustainability 
Forum, and a sustainability, governance 
and CSR adviser and researcher, says: 
‘Although there is some company 
reporting on issues related to children’s 
rights, the extent of that reporting is 
extremely limited. Many companies’ 
activities will directly or indirectly affect 
children and their rights, so many more 
businesses should be investigating this 
area than currently do.’ 

Henriques says that obvious 
candidates include manufacturers of 
children’s toys and companies with 
long supply chains that could be linked 
to child labour through suppliers along 

Good behaviour
Reporting how a company’s activities affect children is important, as corporate activities 
can affect their rights in a great many ways

‘Many companies’ 
activities will 

directly or 
indirectly affect 

children and 
their rights, and 

they should be 
investigating this’
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that chain. But the financial services sector also has an impact on 
children’s rights. For example, online paedophile activity could 
be purchased using payment mechanisms. In fact, no sector 
is exempt because children’s rights are affected by corporate 
behaviour in so many ways. 

‘Children tend to be more vulnerable to health impacts, so 
a company’s environmental impact is an issue,’ Henriques says. 
‘Children also have a right to family life, so if a parent is being 
pulled away to work every hour of the day on a zero-hours 
contract, what does that mean for a child’s family life?’ 

Henriques, who was involved in compiling ACCA’s report, 
sees corporate reporting as a part of the process of protecting 
children’s rights, and says the process must start with sound 
due diligence. ‘The first thing companies must do is identify 
their risks, and how what the company does has an impact in 
this area,’ he says. ‘This can be challenging. Companies have to 
acknowledge where they might be implicated, which takes some 
intellectual work and effort. Reporting is then vital to make sure 
that action is being taken to protect children.’

Reporting to children
Henriques also stresses the importance of involving children 
in the process of considering and protecting their rights – for 
example, by consulting children as appropriate when trying 
to assess company impacts on them. ‘When it comes to the 
reporting stage, companies should consider writing their reports 
for the children,’ he says. ‘This rarely happens. Companies 
shouldn’t always see these reports as written for the usual 
audience – the opinion formers – but for the stakeholders they 
are talking about – the children.’

A number of companies are taking steps to address and 
report on the impact they have on children’s rights. Travel 
company Kuoni, for example, has identified human rights, 
including child protection, as a sustainability topic relevant to its 
business and where it can exert relatively significant influence. 
It has involved children in its impact assessments in India and 
agreed a number of actions, including continued engagement to 
prevent the sexual exploitation of children in tourism. 

Global home furnishings business Ikea has implemented 
policies for preventing child labour in high-risk locations, 
including working with suppliers to help implement corrective 
action if child labour is discovered. And Marshalls, supplier of 
hard landscaping products in the UK and a global operator, 
has integrated children’s rights into its core business practices, 
publicising its children’s rights policy statement, conducting 
regular impact assessments and reporting on its progress. 

Faye Chua, ACCA’s head of future research, believes that 
public reporting by companies is an important part of the 
process of protecting children’s rights. ‘Corporate reporting 
is widely used to increase transparency in other areas, such 
as environmental impacts,’ she says. ‘Such reporting helps 
stakeholders, including shareholders, to understand the risks 
individual companies face. It is equally important to apply that 
transparency to the risk of business impacts on children’s rights. 

‘Companies can affect children in multiple ways. Some are 

beginning to assess risks, forming policies and procedures  
to mitigate those risks, and then reporting on these areas.  
But these are early days and there is huge scope to increase  
both the numbers of entities reporting and the quality of  
their reports.’ ■ 

Sarah Perrin, journalist

Getting it right

ACCA’s Reporting on children’s rights identifies five key 
areas for reporting company impacts on children’s rights. 

Context and risk
Some sectors and geographies are particularly at risk of 
affecting children’s rights, as are businesses with long 
supply chains. Companies should undertake a high-level 
review before conducting a more detailed children’s 
rights impact assessment. Results should be reported to 
stakeholders, including children.

Policies and governance
After assessing the context and risk, companies should 
develop policies and an action plan to address potential 
impacts. Policies should reference internationally agreed 
declarations and principles on human and children’s 
rights. Governance mechanisms and responsibilities 
for implementing policies should be set out and 
communicated internally and externally.

Integration and action
Policies must be integrated into corporate strategies and 
activities, with targets set and key performance indicators 
developed to track progress against targets. 

Monitoring and review
Monitoring of children’s rights protection could be 
incorporated into existing audit activities and should be 
reviewed regularly. Monitoring and review should generate 
much of the information required for reporting disclosures 
on the company’s children’s rights initiatives. 

Remediation
Companies must be transparent about any abuses of 
children’s rights they uncover. They need to develop 
and implement remediation plans, and report publicly 
on those plans to stakeholders. Systems and processes 
should also be updated to mitigate future risks.

For more information:

Read ACCA’s Reporting on children’s rights report at  
http://bit.ly/1UONWk2
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Go forth and diversify
Versatility is the secret to success for small and medium-sized practices, which are facing 
mounting challenges from a fast-changing market. Rosana Mirkovic explains

next two years, such as helping clients 
monitor internal controls. 

Deregulation has been a big incentive 
for SMPs to innovate. In countries where the 

impact of deregulation has been greatest, SMPs 
have expanded service offerings to SME clients 

rapidly and are exploring partnerships with 
other organisations. Deregulation is more 

advanced in Europe but the rest of 
the world is following suit. This 

suggests that diversification 
of services will continue 
globally – but SMPs 
will need to be 
strategic about their 

Any business must adapt as 
the world changes around it, 
and accountancy practices 

are no exception. The environment 
in which firms operate has 
been transformed in 
the past few years by 
deregulation, rising 
audit thresholds and 
IT innovation. 

The larger firms have 

For more information:

Read The global SMP business model survey: 
understanding a changing profession at bit.ly/SMPs-survey

adapted by widening their range of services. Until 
now, though, there has been little solid evidence of 
how smaller and medium-sized practices (SMPs) are 
adapting their business model.

According to the ACCA report The global SMP 
business model survey: understanding a changing profession, 
which looks at the services offered by smaller practices around 
the world, SMPs globally remain highly focused around core 
services. Tax and compliance account for 42% of SMP income, 
while assurance (including internal audit) accounts for 40%. 

However, the report, produced in partnership with the 
Institute of Singapore Chartered Accountants, CECCAR in 
Romania, the Malaysian Institute of Accountants, the Chinese 
Institute of Certified Public Accountants and the Vietnam 
Association of Chartered Public Accountants, also found that 
the loss of audit income as a result of deregulation has been 
substantial in Western countries. In the UK and Ireland, audit 
now contributes just 12% to SMPs’ income, while in Asia Pacific it 
accounts for 50%. Affected firms are making up the shortfall with 
other offerings, such as tax-related services.

Non-core services accounted for 16% of practice income 
across the firms sampled. The highest-earning non-core 
services are risk management and the design of management 
controls (4% of income), growth-related services (3%) and 
financial management (2%). Even so, the report points out that 
practitioners are ‘aware of the contribution of non-core services 
to demand for their core offering in the long run; the proportion 
of SMPs providing such services is far greater than what one 
would infer from their share of practice income’. For example, 
46% of firms sampled offer payroll services even though on 
average this makes up less than 6% of a practice’s income.

The benefit of transferability of technical skills and the need 
to explore other services and other revenue streams are clear 
messages in the report. This is already happening: over 70% of 
respondents were planning to introduce a new service over the 

if diversification is to be sustainable; there must be an emphasis 
on generating client growth, referrals and repeat business. 

Value-added services
So what does the research mean for SMPs around the world? The 
report concludes that SMPs in the most rapidly evolving markets 
have survived and thrived by transferring technical skills to higher 
value-added services, and forming partnerships with other 
organisations to give their own practice and their clients access 
to a wider set of skills. Among the recommendations from firms, 
professional bodies and regulators, one of the most important 
for SMPs is to ‘close the loop that makes value-added services 
sustainable’. They rarely make money in themselves but are an 
investment for greater, more regular income in the future.

The threat from unregulated advisers remains very real, but 
greater automation provided by cloud services means that large 
practices are beginning to find the SME market more attractive. 
SMPs have several weapons up their sleeve – their ability to offer 
a personal service, consistency of staff and a lower cost base to 
name but three – but with the world changing so rapidly, this is 
no time for complacency. ■

Rosana Mirkovic, ACCA head of SME policy

This article first appeared on the IFAC Global Knowledge Gateway

investment in new services 
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Whatever your size
Good corporate governance should not be seen as a concern for 
large companies only, says Rosana Mirkovic

key risks, and 
a framework 
that promotes 
understanding 
of roles and 
responsibilities and the 
limits of authority.

The report argues that many SMEs would benefi t from having 
a board. The outside perspective and extra skills, experience and 
networks that external non-executive directors (NEDs) can bring 
could be hugely benefi cial. One speaker at the ESRC seminar 
cited UK research that suggested that family-owned fi rms that 
had boards with greater gender diversity and more experience 
with multiple directorships were less likely to fail. 

The report points out that businesses are not static but 
constantly evolving. This is especially true of SMEs and is the key 
to understanding what they need from a corporate governance 
framework. SMEs are heterogeneous, so any framework has to 
be adaptable and fl exible in its application. 

Triggers for change
There are numerous triggers for corporate governance change 
in SMEs. One of the biggest is the emergence of a younger 
generation in the business. As this generation gets involved, 
the business as a whole has to think about how the role of the 
founder or existing owner will change. The need for external 
fi nance is another common trigger.

Yet it is not unusual for SMEs to resist adopting corporate 
governance measures. Part of the problem is a lack of 
understanding about how boards and NEDs work, as well as 
the diffi culty in fi nding high-quality NEDs. More often than not, 
though, the biggest barrier of all to improving the corporate 
governance framework of SMEs is simply that they have other, 
seemingly more pressing priorities.

This is where accountancy professionals come in as SME 
advisers. We need to explain clearly how SMEs can benefi t 
from strong corporate governance, and why the benefi ts will 
outweigh the costs. And we need to show we all take corporate 
governance as seriously for small businesses as for the largest. ■

Rosana Mirkovic, ACCA head of SME policy

No one would deny that corporate governance is 
important to businesses. Done well, it protects both 
the future of the business and the interests of its 

owners and investors by setting the framework for monitoring 
management’s actions and performance.

Most of us associate corporate governance with large, listed 
companies. But good corporate governance is not just for big 
business; it is important for organisations of all sizes. Some of the 
biggest gains from good corporate governance could well be 
captured by small and medium-sized enterprises (SMEs), which 
are often seen as less rigorous in implementing it. 

The benefi ts for SMEs of stronger corporate governance include:

* reduced risk of conflict between family members, or between 
owners who are active in the business and those who are not

* improved access to credit – because investors have more 
confidence in the business

* faster business growth

* greater protection from fraud, theft or financial mistakes – 
because internal controls are stronger.

The problem for the SME sector, though, is that even SMEs that 
want to improve their governance are hampered by the existing 
frameworks and guidelines having been developed with large, 
listed companies in mind. 

The world’s governance frameworks rarely refl ect situations 
where a company’s owner is also its manager, or ownership by 
family members. Instead, they follow an agent-principal model, 
where a company’s managers are agents for the shareholders, 
and systems and controls are conceived as encouraging 
management to act in the best interests of shareholders. 

In SMEs the agent-principal relationship is less likely to be 
signifi cant. For SMEs, corporate governance is mainly about 
improving business performance and less about monitoring 
management’s actions. And while there are many sources of 
guidance on corporate governance for SMEs, that advice is 
largely ad hoc across jurisdictions.

Governance for all
A new ACCA report, Governance for all: the implementation 
challenge for SMEs, aims to open up the debate to SMEs. It 
draws on material from a seminar organised by the Economic 
and Social Research Council (ESRC), as well as the views of the 
ACCA Global Forum for SMEs.

The report asks what good governance for SMEs should look 
like and suggests a number of essential ingredients, including 
clear reporting lines and clarity about how decisions are made 
and risks controlled, appropriate internal controls related to 

For more information:

The ACCA report Governance for all: the implementation 
challenge for SMEs is at www.accaglobal.com/ab/226
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Career boost
Great leaders know the difference between insight and implementation, says 
Rob Yeung, plus preparing for that fi rst client meeting will boost your confi dence

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: leadership

I recently started working with a 
group of high-fl iers in their 20s and 
30s on a leadership programme. All 
had been nominated by colleagues 
for their determination and the 
results they had already achieved, so 
it was a group of motivated, hungry-
to-learn individuals.

We discussed leadership and the 
need to rely on subtle tactics such as 
empowerment and engagement rather 
than heavy-handed methods such as 
incentives or punishments. We worked 
on self-awareness. We also touched on 
the art of giving constructive criticism 
assertively but not aggressively.

But perhaps the most important 
lesson of all was the difference 
between insight and implementation. 

Written down, much of leadership can 
seem facile. Who doesn’t know that 
empowerment, self-awareness and 
feedback are important? 

Yet surveys consistently show that most 
employees think their leaders do a poor 
job. Around three-quarters of employees 
report feeling disengaged rather than 
excited by their jobs.

I would argue that most leaders 
understand the importance of 
empowering employees, of being 
self-aware and of giving and receiving 
high-quality feedback. But the difference 
between understanding and doing is what 
differentiates mediocre individuals from 
truly high achievers. Knowledge of what 
good leadership looks like is not the same 
as being able to act upon it.

The gap between insight and 
implementation at work is just 
like the gap between insight and 
implementation when people try to 
lose weight. Most people know the 
principles – eat less food, do more 
exercise. So why do most studies 
show that 60% to 70% of adults in the 
developed world are either overweight 
or obese? Clearly, understanding 
the principles of weight loss is very 
different from implementing them.

The same is true in the workplace. 
Insight into leadership alone is not 
enough. If you’re the kind of person 
who is keen to improve, I’d suggest 
reading fewer books about leadership 
and self-improvement. Strong leaders 
do not simply cram their heads with 
more ideas. They set aside time for 
changing their behaviour. They make 
an effort to build small, benefi cial 
habits into their routines.

If you want to improve, think about 
how you will translate good ideas into 
concrete habits to incorporate into 
your working life. Seek feedback from 
key colleagues, perhaps at a certain 
time every Friday. Spend 15 minutes 
every Monday morning setting up a 
networking meeting or two for the 
following week. If you talk too much, 
spend a few minutes at the start of 
meetings asking more questions and 
listening. If you talk too little, prepare 
bullet points ahead of meetings.

The point is to change your 
behaviour, routines and habits. Don’t 
just assume that understanding 
something is enough. You must, must, 
must implement it too. ■

For more information:

To hear more from Rob Yeung 
on how to be employable, 

see ACCA’s Accounting 
for the Future conference 
at www.accaglobal.com/

accountingforthefuture
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For more information:

www.accacareers.com

The perfect: first client meeting

The first meeting with a client is pivotal – it’s the right moment to build understanding and 
common ground. It’s definitely the wrong moment to take over.

Business development specialist Michelle Daniels of Connected Thinking warns that 
clients will be listening closely to what you say and also how you say it. ‘Preparation will 
boost your confidence and ensure you make a good first impression,’ she says. ‘Send a draft 
agenda ahead of the discussion. Encourage the client to adapt it, as this will highlight points 
and issues that are front of mind for them, and don’t dwell on areas that aren’t of interest.’

In fact, don’t dominate the conversation. ‘The best client meetings are those where 
the client spends most of the time talking. This enables the adviser to deepen their 
understanding of the client’s issues and explore viable ways in which to offer help. It also 

In demand in China
Accountants with additional 
business experience are the 
most in-demand professionals 
in China, according to ACCA. 
Speaking to China Daily, 
Stephen Heathcote, ACCA 
executive director of markets, 
said qualified accountants 
who also had wider market 
experience were highly 
attractive to government and 
regulatory organisations as 
well as private enterprises. 
As a result, they are currently 
the ‘most sought-after 
group of professionals in 
the Chinese executive jobs 
market’, Heathcote explained. 
He added that increasingly 
complex state-owned 
enterprises were urgently 
in need of accountants 
who could understand 
management accounting 
or how cost drives value. 
They also require the skills 
of individuals who know 
how to make investments 
in response to market 
developments around the 
world and know how to create 
dramatic efficiencies.

UK finance salaries rise
Starting salaries for individuals 
entering the accounting 
and finance professions 
in the UK will grow by an 
average of 3% over the next 
12 months, according to 
global recruitment specialist 
Robert Half. Its salary guide 
states that accounting and 
finance salaries will continue 
to rise due to a shortage 
of accountancy skills in the 
labour market. It found that 
the vast majority (92%) of 
CFOs cite challenges in 
finding skilled professionals 
to join their teams. Roles 
in business and financial 
analysis, general accounting, 
and financial management 
and control, are the most 
difficult to fill. Concerns 
about losing staff to other job 
opportunities were also high 
on the agenda for finance 
executives. Some 87% worried 

about losing top performers. 
Starting salary increases for 
finance and accounting roles 
within the financial services 
sector are 2.7%, which is 
higher than the 2.3% on offer 
within commerce and industry. 
According to the recruiter, the 
most in-demand accountants 
were those with between 
five and 10 years’ post-
qualification experience.

Mental health at work
Representatives from leading 
financial businesses, including 
American Express, Barclays, 
Credit Suisse, EY, Goldman 
Sachs and Prudential, have 
met in New York to discuss 
how support can be given 
to employees who suffer 
mental health issues over 
the course of their careers. 

During the first-ever CEO 
Summit on Mental Health in 
the Workplace, held at the 
New York Stock Exchange, 
healthcare professionals 
and business leaders 
debated how companies 
could foster a culture that 
promotes, supports and 
improves the mental health 
of their employees and 
their families. According to 
the Huffington Post, which 
reported on the event, they 
also talked about how mental 
health can be used as an 
employee engagement tool 
and as a means of creating 
broader social change. 
Discussions ranged from CEOs 
sharing their own personal 
experiences and perspectives 
to explorations around the 
substantial economic impact 

of ignoring employee health. 
Besides financial institutions, 
companies from a range of 
other sectors were represented 
at the summit, including 
media and real estate. 
Speaking at the summit, 
Stephen R Howe Jr, EY’s 
US chairman and Americas 
managing partner, said: 
‘Companies must raise 
awareness about mental health 
and provide the necessary 
support and resources in 
order to build a more inclusive 
culture that enables all 
professionals to thrive.’ ■ 

Compiled by Sally Percy, 
journalist
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helps to build trust. Use open questions and 
actively listen to the client’s responses. 

They will note you are paying 
attention and will be encouraged 

to reveal more as a result.’
Always seek to clarify 

any points you don’t fully 
understand and avoid the 
temptation of coming up 
with immediate solutions. 
The dangers are that you 
may not yet know all the 
relevant facts, and the client 
may find you pushy.

Towards the end of 
your meeting, summarise 
your understanding of 

what they’ve told you and 
suggest some next steps that involve you 

doing something and them doing 
something.

And don’t forget your thank-you note.

45

01/2016 Accounting and Business

Careers | Insight

GL_I_careersLoxton.indd   45 04/12/2015   12:45

www.accacareers.com


To boldly go
In the first in a new series covering the strategic role of the finance function,  
Tony Grundy examines how to create a vision and target value-creating activities

only to catch up with past change but also manage what is about 
to come, it needs to have three things: vision, value-creating 
activities and a strategy for finance.

Seeing things
‘Vision’ can be defined as a picture of the future role and focus of 
the finance function and how it fulfils that. Vision can be captured 
in words, visuals or both. It needs to balance being aspirational 
versus inspirational, and being tangible versus practical.

Finance should consider doing some ‘from-to’ analysis of the 
key shifts that might be needed to attain the vision. It might be 
helpful to imagine where you are as a function compared with 

So much has changed since I qualified as an accountant 
in 1980. Yes, we had computers but they were 
unrecognisably different from the PCs and laptops of 

today. The internet was only something software companies 
did, mobile phones were inventions of science fiction, and 
social media would have been fantasy.

The role of the accountant was all about recording 
transactions, balancing books, management accounts and 
external reporting, with a budget thrown in once a year. 
‘Strategic plans’ were something that only oil companies did.

But faced with all these changes, it seems that we humans are 
the ones who have failed to adapt. If the finance function is not 

‘How to’ video 

Tony Grundy 
talks about how 
Lego has built up its 
success brick by brick. 
See the video at  
bit.ly/ACCAplaylist.
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where you wish to end up, and break this down into a number of 
‘from-to’ scenarios (see box).

With the latest IT systems, the modern finance function 
should be able to step back from more routine transaction 
reporting and become far more involved in challenging the 
business fundamentals, and especially in challenging resource 
allocation. Reporting, although a core role, has limited value, 
as the past can’t be changed but the future can be. Equally, 
‘controlling’ is a limited role, while ‘guiding’ (for example, 
through education and coaching) and ‘facilitation’ can actually 
create new economic value – and prevent value destruction.

The finance function is perhaps the most routine of all 
departments, and a lot of time that might be spent on higher-
value activities gets pushed back because of this. But routines 
ought to be questioned: are they really needed and, if so, how can 
they be done in the least possible time and with fewest resources?

Lastly, elements of a vision might be that finance moves from 
a tactical role, where 85-90% of activity is spent on number-
crunching and reporting, to a strategic role, where that activity is 
reduced to 20-25% (you should get worried if it is over 50%). This 
may also help give the finance function a sense of being properly 
involved in the decision-making.

Keeping score
One useful way of deploying this is to characterise some of the 
more extreme ‘froms’ and ‘tos’ and to score these – from, say, 
1 to 5 or 1 to 10. You score where you are now and then target 
where you wish to be in the future (for example, to move from a 
4 to an 8). The difference becomes the ‘strategic gap’ that you 
then need to address with change strategies.

As for value-creating activities, I recommend using the model 
of the ‘business value system’. This is essentially drawing up a 
map of all the value activities that the finance function does and 
how they operate together.

Working recently with the FD of a global company, we came 
up with the following value-creating activities (with those at the 
top being those where most attention and time had been spent):
1 Firefighting
2 Reporting
3 Meetings
4 Commercial and legal
5 Systems improvement
6 Cost management
7 People management within finance
8 Helping solve bigger business problems
9 Coaching
10 Acquisitions
11 Training
12 Coaching
13 Input to large bids
14 Strategic advice at board level
15 Coming up with own strategic ideas.
The FD was challenged to move the top item quite a bit lower 
down and to elevate items 8, 13, 14 and 15. It was necessary to 
scrutinise the value of all those meetings (item 3) and to spend 

less time on reporting (item 2) in order to make time for activities 
that produced more positive, ‘turn-on’ value. This required major 
adjustments to the FD’s time allocation, attention and mindset. 
The FD also had to make major redeployments of senior staff.

This analysis took less than an hour, using the ‘business value 
system’ visual tool, which is typically a series of circles connected 
to highlight interdependencies.

Mind the gap
Finally, to develop a strategy for the finance function, you need 
to evaluate your current position and consider where you might 
take it (which your tentative ‘vision’ above has done for you). The 
gap between the two – between the present position and the 
future – is the ‘strategic gap’. You then assess the possibilities 
for configuring finance as a mini business and generate the 
strategic options. To do this I suggest using the following ‘lines 
of enquiry’, where appropriate: 

* seek new value-creating activities

* assess shifts in existing value-creating activities 

* consider what value-diluting activities you could stop doing

* simplify activities

* look at ‘insourcing’ versus outsourcing

* review structure, skills and systems choices.
Once you have a list of options to consider, the next steps might 
be the following: look at how interdependent these are; draw up 
a matrix of the strategic options you have shortlisted against the 
criteria on the strategic option grid, using, for example, strategic 
attractiveness, financial attractiveness, implementation difficulty, 
uncertainty and risk, and stakeholder acceptability; then rate 
each of these between 1 and 3 (1 is worst, 3 is best) and thus out 
of 15. You can then see what you need do to make each option 
better and stress-test them (for example, by asking what the one 
big thing is that you might have forgotten). ■

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

 

From To
Transaction focus          Resource allocation
Reporting                     Planning
Controlling                     Guiding and facilitation
Routines                         Project work
Tactical role                  Strategic role
Detached                       Actively involved and proactive

From here to there

For more information:

www.tonygrundy.com 

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Welch workshop
In the second article in a two-part series, David Parmenter 

looks at what finance teams can learn from the wisdom 
and motivation techniques of leadership expert Jack Welch, 

who set sparks flying at General Electric

given a ‘yes’ or ‘no’ by the manager at the close of the workshop, 
and the remaining recommendations had a maximum 30-day 
gestation period before a decision had to be made. This technique 
forced the decision-makers to give innovation a go, allowing for 
some failure, but getting much success at the same time.

Welch noted that the annual planning process led to a 
‘splitting-the-difference negotiation’ – a target that would 
minimise risk and maximise bonus, and one that looked 
merely at some small incremental improvement on last year’s 
performance. Instead of setting a fixed target in the future, 
Welch introduced relative measures. In other words, bonuses 
would be assessed after the year end, when results could be 
assessed against market conditions and market share, etc.

He liked to see goals that were a mix of the possible and the 
impossible. He went on to say: ‘Effective leaders are not afraid 
to envision big results.’ By raising the bar so high, staff and 
management were forced to totally rethink the route plan.

Finally, Welch was an avid reader of the financial and 
management press and journals. He makes it very clear that 
it is a leader’s role to be up to date. While truly great leaders 
are probably born, not made, many good qualities can be 
embedded in one’s makeup. Welch has gained an insight into 
leadership that very few alive today can match. ■

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

Jack Welch has a natural affinity with psychology. 
Throughout his leadership roles he has been able to 
motivate teams to achieve extraordinary results. He 

recognised that besides financial rewards, factors that 
leaders can use to enhance motivation are:

* Enjoyable co-workers (great care in recruiting can ensure a 
good team mix).

* Interesting work that challenges and helps them grow.

* Plenty of recognition (it is free).

* Celebrations, and plenty of them. As Welch says: ‘Work 
is too much a part of life not to recognise moments 
of achievement’.

* A shared goal (this requires great communication and selling).
Welch focused incessantly on the future and was therefore at 
the forefront of many of the moves General Electric (GE) made 
under his leadership. He saw change as an opportunity. He led 
the e-commerce and the Six Sigma revolutions that were to have 
such a profound impact on GE. He is quoted as saying: ‘Control 
your destiny or someone else will.’

He was also clear in ‘defining the mission’. Leaders need 
to define, establish and communicate to all layers of staff the 
organisation’s mission, values, vision and strategy. As Welch says: 
‘Everybody then has the same set of facts.’

Perhaps Welch’s greatest gift is his drive for simplicity. He 
believes that strategy can be documented on five slides:
1 What does the playing pitch look like?
2 What have our competitors been doing?
3 What have we done?
4 What future events keep us awake at night?
5 What is our winning move?
He calls the winning move the big ‘Aha’ for the business: a smart, 
realistic and relatively fast way to gain sustainable competitive 
advantage. He sees strategy very simply as getting the right 
people in the right jobs to drive the ‘Aha’ idea. He wanted his 
organisation to ‘ponder less and do more’.

Innovating, challenging, stretching
Welch was a champion of innovation and wanted it to be part 
of the GE culture. Workshops were called a ‘work-out process’, 
where groups discussed better practices, at least 75% of all 
recommendations from the brainstorming sessions had to be 

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 Find yourself a cluster of mentors and use their wisdom.
3 Email me at parmenter@waymark.co.nz and I will 

send you an article about Jack Welch’s leadership style.

For more information:

www.davidparmenter.com
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Conceptual thinking
Graham Holt examines whether criticisms that the Conceptual 
Framework lacks consistency and clarity have been addressed

The International Accounting 
Standards Board (IASB) 
issued an exposure draft 
(ED) in May 2015, proposing 
changes to the Conceptual 
Framework. The discussion 
paper’s proposals include a 
revision of the defi nitions of 
the elements in the fi nancial 
statements, guidance on 
derecognition, measurement 
and the inclusion of items 
in other comprehensive 
income (OCI). The existing 

Conceptual Framework has 
been criticised for its lack 
of clarity and conceptual 
guidance, and for not being 
consistent with the IASB’s 
current thinking.

Chapter 1 in the ED 
describes the objective 
of fi nancial reporting, but 
most chapters focus on 
the information provided 
in fi nancial statements and 
do not address other forms 
of fi nancial reports, such as 

management commentary or 
interim fi nancial reports. 

The ED does not 
propose changes to the 
distinction between liabilities 
and equity, even though 
existing standards do 
not apply the defi nitions 
consistently and often 
require greater disclosure 
of those items classifi ed 
as liabilities than those as 
equity. The IASB decided 
to deal with this issue in its 

Financial Instruments with 
Characteristics of Equity 
research project. 

Many respondents to the 
discussion paper felt that 
the IASB should defi ne and 
use the ‘business model’ 
concept throughout the 
Conceptual Framework, as 
the entity’s business model 
could affect the measurement 
of assets and liabilities. Other 
respondents disagreed, saying 
that referring to the business 
model could introduce 
management bias into 
fi nancial reporting.

The IASB felt that the 
nature of an entity’s business 
activities plays different 
roles in different aspects of 
fi nancial reporting, so the ED 
does not include a general 
discussion of the role of the 

business model in fi nancial 
reporting. However, 
the ED recognises that 
when determining a 
measurement basis for 
an asset or a liability 

and related income and 
expenses, the business 

model is a factor in estimating 
how the asset or the liability 
contributes to future cashfl ows 
and whether income and 
expenses should be included 
in OCI. 

Chapter 1 further identifi es 
the primary users of fi nancial 
reports as existing and 
potential investors, lenders 
and other creditors who 
cannot require entities to 
provide information directly 
to them. 

Respondents to 
the discussion paper had 
varying views. Some felt that 
the primary user group was 
too narrow and should » 
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include employees and 
regulators. Others felt that 
the defi nition was too wide 
and should only include 
equity holders. 

In the view of the IASB, 
existing and potential 
investors need similar 
information and the changes 
to the objective of fi nancial 
reporting clarify the need 
to provide information that 
helps investors to assess 
management’s stewardship.

The IASB removed the 
reference to prudence in the 
discussion paper because of 
the possible inconsistency 
with the concept of neutrality. 
Some respondents to the 
paper agreed with this 
decision because of the lack 
of understanding of what 
prudence means and its 
greater subjectivity. 
However, many felt 
that a reference to 
prudence should 
be reinstated 
as prudence 
is needed to 
offset preparers’ 
optimistic bias, 
and investors are 
more concerned about 
downside risk than upside 
potential. 

Exercising prudence aligns 
the interests of shareholders 
and managers, and recent 
fi nancial problems have shown 
the need for prudence when 
making estimates.

The concept of prudence 
is often interpreted as the 

need for caution in making 
judgments about losses and 
liabilities, with less caution 
required with judgments 
about gains and assets. 
Others advocate a concept 
of prudence that requires 
more persuasive evidence to 
support the recognition of 
gains or assets than of losses 

IASB feels that prudence can 
help achieve neutrality in 
applying accounting policies. 

Substance over form
The Conceptual Framework 
does not include an explicit 
reference to substance over 
form and the IASB agrees 
that making this statement 
explicit would add clarity. 
As a result, the ED proposes 
that faithful representation 
should provide information 
about the substance of an 
economic phenomenon 
instead of merely information 
about its legal form. The 
reasoning behind this 
view is that accounting in 
accordance with its legal 
form, even with relevant 
disclosures, cannot result in a 
faithful representation if the 
economic substance of the 
item is different. 

The IASB removed 
the reference to 
prudence in the 

paper because 
of the possible 

inconsistency with 
the concept of 

neutrality

There is no proposal to 
reinstate reliability instead 
of faithful representation, 
because it appears that 
reliability is linked by users 
with the level of measurement 
uncertainty and not with the 
broader notion set out in the 
original framework.

The IASB has found that 
confusion can arise over 
the existing defi nitions of 
assets and liabilities. The 
current defi nition of an asset 
is ‘a resource controlled 
by the entity as a result of 
past events and from which 
future economic benefi ts 
are expected to fl ow to the 
entity’, and that of a liability 
is ‘a present obligation of 
the entity arising from past 

or liabilities.
Another 

view is that a 
measurement basis 
should be selected 
that recognises 
losses at an 
earlier stage than 
gains. Prudence 
is defi ned by 
the IASB as the 
exercise of caution 
when making 
judgments under 
conditions of 
uncertainty. The 
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events, the settlement of 
which is expected to result 
in an outflow from the entity 
of resources embodying 
economic benefits’. 

It is thought that the 
explicit reference to the flows 
of economic benefits blurs 
the distinction between the 
resource and the resulting 
flows of economic benefits, 
and the term ‘expected’ 
is often interpreted as a 
probability threshold.

The IASB proposes the 
following definitions:
(a) An asset is a present 

economic resource 
controlled by the entity as a 
result of past events.

(b) A liability is a present 
obligation of the entity 
to transfer an economic 
resource as a result of past 
events.

(c) An economic resource is a 
right that has the potential 
to produce economic 
benefits.

The main changes from the 
existing definitions are the 
introduction of a separate 
definition of an economic 
resource and the removal of 
the notion of an expected 
inflow or outflow of resources. 
The inclusion of expected 
flows would have excluded 
several items that are assets 
and liabilities, such as written 
and purchased options. 

No major problems have 
been identified with the 
definitions of income and 
expenses. The only changes 
proposed are to make 
them consistent with the 
proposed definitions of assets 
and liability. Some of the 
classification requirements of 
IAS 32, Financial Instruments: 
Presentation, are inconsistent 
with the existing Conceptual 
Framework’s definitions and 
the proposed definitions of 
liability and equity.

The recognition criteria 
in the existing Conceptual 
Framework is based partially 
on the probability that any 
future economic benefit 

associated with the item will 
flow to or from the entity. 
However, some standards 
do not apply a probability 
recognition criterion (IFRS 9, 
Financial Instruments) and 
those that do use terms that 
imply different thresholds 
of probability. 

For example, terms such as 
‘more likely than not’, ‘virtually 
certain’ and ‘reasonably 
possible’ are used in current 
standards and this can lead 
to inconsistencies and non-
recognition of items. The IASB 
therefore proposes to base 
the criteria for recognition on 
the qualitative characteristics 
of useful financial information. 
The criteria therefore are based 
on relevant information, faithful 
representation and whether 
the benefit of the information 
provided by recognising the 
asset or liability outweighs the 
cost of doing so.

Derecognition
The existing Conceptual 
Framework does not define 
or describe the occurrence 
of derecognition and, as a 
result, the standards have 
adopted different approaches. 
The IASB proposes that the 
accounting requirements for 
derecognition should aim 
to represent faithfully both 
the assets and the liabilities 
retained, and the changes in 
the assets and the liabilities as 
a result of the transaction. 

An issue arises where 
an entity disposes of only 
part of an asset or a liability; 
for example, where trade 
receivables are sold with 
recourse. The ED does not 
advocate a control approach 
or the risk-and-rewards 
approach to derecognition 
in every circumstance, but 
describes the alternatives that 
are available.

The IASB feels that the 
best way to classify the 
measurement bases is using 
historical cost or current value. 
Cashflows are often used to 
estimate the measure of an 

asset or a liability, but the ED 
does not identify cashflow 
techniques as a separate 
category of measurement. 
The description of fair value 
in the ED is consistent with 
that in IFRS 13, Fair Value 
Measurement. 

The IASB felt that 
conceptual guidance on the 
use of the statement of profit 
or loss and OCI is urgently 
needed. However, no single 
characteristic can be used to 
separate items of income and 
expenses into two clear-cut 
categories, primarily because 
there are many facets of an 
entity’s financial performance.

Therefore, the IASB has 
concluded that it is not 
possible to define, or precisely 
describe, in the Conceptual 
Framework when an item of 
income or expenses should be 
included in the statement of 
profit or loss or OCI. Instead, 
high-level guidance is given.

The statement of profit 
or loss should be as inclusive 
as possible and only where 
there is a valid reason should 
an item be excluded. Only 
in limited circumstances, 
such as where the relevance 
of information is improved, 
should income and expenses 
be included in OCI. The IASB 
proposes to specify that only 
income and expenses related 
to remeasurements should be 
included in OCI. 

There is a presumption that 
income and expenses included 
in OCI must subsequently 
be reclassified to profit or 
loss where it enhances the 
relevance of the information. 
If this is not the case, then 
reclassification will not occur. ■

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

For more information:

www.ifrs.org  
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Aidan Clifford is advisory 
services manager, 

ACCA Ireland

Who needs a cashflow?
Old UK GAAP provided 
exemption from cashflow for 
entities deemed ‘small’ under 
the Companies Act definition. 
With increased size limits in 
the Companies Act 2014 for 
small, designated activity 
companies (DAC) and small 
limited companies, companies 
limited by guarantee (CLG) 
now also come within the 
scope of those considered 
to be small and are therefore 
also entitled to the cashflow 
exemption (until they adopt 
FRS 102). However, any entity 
regulated by the Central 
Bank of Ireland (CBI) can 
no longer be treated as 
small and therefore must 
prepare a cashflow. This 
latter category includes car 
dealers and other companies 
regulated under the Insurance 
Mediation Directive.  

Under new UK GAAP, 
FRS 102 requires cashflow 

statements for most entities, 
with the sole exclusion of 
qualifying subsidiaries (but 
see below re small entities 
under UK law). Qualifying 
subsidiaries are defined 
as being part of a publicly 
available consolidation, i.e. 
a consolidation filed with the 
Companies Registration Office 
(CRO). From 2016 (subject 
to company law changes), 
the small company regimes 
under FRS 102 (chapter 1A, 
also referred to as FRS 102S) 
or FRS 105 will both grant an 
exemption from a cashflow.   
Full FRS 102 will still require 
a cashflow for medium and 
large entities post-2016. FRS 
102S is defined in FRS 102 
as being available to small 
entities under UK law, with 
no reference to Irish law. The 
Republic of Ireland references 
are noted as outstanding in 
the current edition of FRS 102.  
It is unclear therefore if FRS 

102S is currently available to 
Irish entities for accounting 
periods beginning on or after 
1 January 2015, but it should 
be available from 2016.    

So, in summary,
Cashflow required:

* Old UK GAAP: all CBI 
regulated entities require a 
cashflow;

* FRS 102: all entities require 
a cashflow except qualifying 
subsidiaries (those that are 
part of a publicly available 
consolidation i.e. file with 
the CRO). 

Cashflow not required:

* Old UK GAAP: small 
DAC, LTD, CLG and UC 
(unlimited companies, not 
CBI regulated);

* FRS 102:  not required for 
qualifying subsidiaries;

* FRS 102S: not required (but 
unclear if available to use 
until 2016);

* From 2016, entities using 
FRS 105.

Unlimited companies
A large number of limited-
company practices have 
changed their status to 
unlimited to avoid public 
disclosure of directors’ 
remuneration. The words 
‘Unlimited Company’ or 
UC (or the Irish equivalent, 
Cuideachta Neamhtheoranta 
or CN), must be added to 
the company name. Existing 
unlimited companies have a 
year to change their name; 
new companies will need to 
use the new designation from 
incorporation.     

Transparency directive 
Statutory Instrument (SI) 541 of 
2015 amends the requirements 
for the publication, content 
and oversight of the financial 

statements of quoted (debt 
or equity) entities. SI 541 
amends the definition of 
‘home member state’; extends 
the period in which issuers are 
required to publish annual and 
half-yearly financial reports; 
and removes the requirement 
on issuers to produce interim 
management statements.  
Some additional changes 
are applicable to financial 
institutions: annual financial 
statements for entities subject 
to the Transparency Directive 
must now be available at the 
latest four months after the 
end of each financial year, and 
these must remain publicly 
available for at least 10 years.  

The financial penalties for 
non-compliance are quite 
substantial. The Irish Auditing 
and Accounting Supervisory 
Body (IAASA) may impose 
fines of up to €10m, or 5% 
of turnover, or twice any 
profit arising from non-
compliance. More details at 
irishstatutebook.ie. 

SME lending code
The CBI has published the 
Central Bank (Supervision 
and Enforcement) Act 2013 
(Section 48) (Lending to 
Small and Medium-Sized 
Enterprises) Regulations 2015 
(SME Regulations), which will 
come into effect from 1 July 
2016. For credit unions lending 
to SMEs, these will take effect 
six months later on 1 January 
2017. The new rules require 
SME lenders to provide written 
notification of reasons for 
declining credit, specific to 
each application. They also 
require greater protections for 
guarantors and restrict contact 
with SME borrowers in arrears. 
More at centralbank.ie. 

Aidan Clifford clarifies cashflow exemptions and amendments to the implementation of 
the Transparency Directive, and reports on IAASA’s investigations into financial reporting 

Technically speaking
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Banks are seeking 
confirmation 

of compliance 
with sections 
82 and 239 of 

the Companies 
Act 2014

Innovation support
The Department of Jobs, 
Enterprise and Innovation 
provides a plethora of support 
for business. One of its 
more useful offerings is the 
Innovation Directory, which 
sets out the key financial 
supports for innovation 
available to companies. 
It is a useful resource for 
accountants in practice and a 
valuable source of advice for 
clients. More details at djei.ie.   

Reporting decisions
IAASA has only recently 
been given the power to 
publish the outcome of its 
investigations into the financial 
reporting practices of Irish 
quoted companies. It has 
now released the first real 
details of its work in this area, 
provoking both positive and 
negative comments.    

Among the cases reported 
on, Irish Residential Properties 
REIT is noted as providing 
IAASA with a number of 
undertakings to enhance 
disclosures in future periodic 
financial statements with 
regard to, among other 
matters, property valuation 
disclosures; key management 
personnel compensation; 
interest rate risk sensitivity; 
and the statement of 
cashflows. IFG Group provided 
undertakings to enhance 
its operating segment 
disclosures. IAASA noted that 
UDG Healthcare had some 
disclosure issues in respect 

of impairment reviews. Paddy 
Power was in correspondence 
with IAASA regarding 
recognition, separately 
from goodwill, of the 
identifiable intangible assets 
acquired through a business 
combination. Following its 
investigation, IAASA concurred 
with Paddy Power and did 
not require the issuer to make 
corrective actions. 

Dragon Oil had a similar 
experience, where IAASA 
agreed with the financial 
accounting treatment of 
write-back of corporate tax 
over-provisions recognised in 
previous years.  

CCABI committee work
Have you ever considered 
getting involved in the 
technical work of ACCA 
through the Consultative 
Committee of Accounting 
Bodies Ireland (CCABI)? It 
is a means of ensuring you 
are up to date on technical 
developments and from 
May 2016 there will be two 
vacancies on CCABI’s business 
law committee (BLC). 

The committee looks 
at proposed company and 
business legislation and makes 
submissions and suggestions 
to government for changes, 
meeting five to six times a year 
in Dublin City Centre for about 
two hours, usually around 
lunch time. 

Now that the 2014 Act has 
been passed, the committee 
will be looking at corrections 

to it and also to 
the 2016 bills for 
companies audit 
and accounting. 
Appointments 
are usually for 
three years, and 
committee work 
counts for verifiable 
continuing 
professional 
development. 
Membership 
of a technical 
committee 
is generally 

considered career enhancing. 
The position would suit a 
member working in practice, 
but an applicant from the 
corporate sector with specialist 
knowledge of company and 
business law issues would also 
be welcome.    

Call for compliance
Banks are seeking 
confirmation of compliance 
with sections 82 and 239 of the 
Companies Act 2014. These 
sections refer to the provision 
of financial assistance for 
acquisition of own shares 
and loans to directors, and 
a number of banks are 
asking for confirmation from 
the borrower’s accountant 
or auditor that neither 
section has been breached. 
Providing assurance in respect 
of compliance with section 
82 has been compared to 
confirming that the company 
will not in the future use 
the borrowings to fund 
the acquisition of own shares 
(a future event). However, 
with care it should be possible 
to provide the bank with 
some limited assurance 
in this area.  

It should be treated as a 
formal engagement, with an 
engagement letter from the 
client. This document would 
need to be very specific 
and a fee agreed that takes 
account of the risk inherent 
in such an assignment as well 
as the work to be done. The 
assignment should be very 
carefully planned. In particular, 
the engagement staff need to 
know what the two sections 
require: S82 in particular is 
not straightforward. 

A good source of 
information on interpreting the 
two sections is the Bloomsbury 
Professional’s Guide to the 
Companies Act 2014, edited 
by Thomas Courtney. The 
accountant should map every 
part of the act’s sections (and 
Courtney’s interpretation) 
to a working paper where 
they have confirmed that the 
client is not in breach. It is 
important to get a letter of 
representation, as well as 
a letter of joint and several 
indemnity for the accountant 
from both the company and 
from each individual director. 

The report to the bank 
should be a long-form negative 
assurance report rather than 
just a simple confirmation of 
compliance. Suitable wording 
would be: ‘I reviewed the 
requirements of section 82 
and section 239 against the 
information in my possession 
from the performance of my 
audit and did not find any 
instances of breach of these 
sections…etc….’  

Your overall conclusion 
should be a negative 
assurance that, based on the 
work done, you have found 
no evidence to suggest that 
the company has breached 
or will breach the section. It 
is also advisable to include 
a disclaimer at the end of 
your report along the lines 
of:  ‘While the information 
provided above is believed 
to be true, it is provided 
without acceptance by [name 
of firm] of any responsibility 
whatsoever, and any use 
you wish to make of the 
information is therefore 
entirely at your own risk.’ ■

Who can submit abridged accounts?

The rules on which companies may file abridged accounts 
have changed. In summary:

* Small companies (per the 2014 Act) Yes

* Small CLGs (per the 2014 Act) Yes

* Medium and large companies No

* Entities regulated by the Central Bank No
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Tax update
Cora O’Brien looks at Revenue’s new electronic tax clearance regime and highlights 
developments in areas such as tax appeals, personal service companies and BEPS 

Revenue headline 
results for 2015
Revenue has published 
preliminary results of its 
activities for 2015. These 
headline results show that the 
rates of timely compliance by 
businesses remain very high – 
at 99% for large cases and 97% 
for medium-sized cases. 

The number of businesses 
needing more time to pay 
their tax bills has decreased. 
More than 400 fewer cases 
were paying their tax bills 
via instalment arrangements 
in 2015 when compared to 
2014. The value of debt in 
instalment arrangements also 
fell to €97m.

Tax receipts overall for 2015 
were up 10% on last year, with 
a yield of €45.6bn.

Commenting on the results, 
Revenue chairman Niall Cody 
noted that providing quality 
services to help taxpayers 
be compliant will be a 
‘core’ element of Revenue’s 
approach to tax administration 
in 2016. 

There will also be further 
investment in Revenue 
staff skills, expertise and 
professionalism to support 
compliance. The full headline 

results are available on the 
Revenue website. 

New online service 
for PAYE taxpayers – 
myAccount
Revenue has launched a new 
online portal (myAccount) 
that can be used by PAYE 
taxpayers and other non-
ROS users to manage their 
taxes online. You can use 
myAccount, for example, to 
manage your tax credits, claim 
refunds, pay local property tax, 
submit a PAYE tax return and 
send queries to Revenue.

PAYE taxpayers who have 
previously used the PAYE 
Anytime service have been 
automatically migrated to 
the myAccount platform. You 
can access myAccount from 
Revenue’s homepage.

Electronic tax clearance
Revenue’s new electronic 
tax clearance (eTC) regime 
became fully operational 
on 1 January 2016. New 
applications for a tax clearance 
certificate (TCC) must be 
made through this system. 
Revenue will no longer issue 
paper TCCs. There are some 
limited exceptions to this; for 

example, non-
residents with no 
Irish tax registration 
number, non 
e-enabled 
applicants and 
non-registered 
voluntary bodies 
will continue to 
submit paper 
applications for 
a TCC.

Under the 
new regime, 
applications for 
a TCC must be 

made via the ROS system 
(or myAccount in PAYE 
cases). Revenue’s systems 
will electronically assess an 
application ‘within seconds’ 
and if the taxpayer’s affairs 
are in order an electronic TCC 
will appear onscreen. This will 
contain a tax clearance access 
number (TCAN) – this number 
is important. 

The TCAN, together with 
the taxpayer’s tax reference 
number, must be provided 
to the public body wishing 
to verify the taxpayer’s tax 
clearance status.

Under the new regime, 
a TCC will remain valid for 
four years. However, every 
six months, the Revenue 
systems will review whether 
a taxpayer’s affairs are still 
in order. 

Revenue can rescind a TCC 
if the taxpayer is no longer 
tax-compliant. If a TCC is 
rescinded, the taxpayer will be 
notified electronically that it 
has been rescinded and will be 
provided with an explanation. 
This notification will be issued 
to the tax agent, if the agent 
has applied for a TCC on their 
client’s behalf. 

Revenue has provided us 
with the following examples of 
instances when a TCC could 
be rescinded:

* if a taxpayer has entered 
into an instalment 
arrangement to pay their 
tax bill and the arrangement 
has fallen through and there 
has been no engagement 
with Revenue

* if two or more tax returns 
are outstanding

* in rare cases, where serious 
issues are discovered 
during the course of a 
Revenue audit. 

It is expected that 
the European 

Commission will 
issue a draft ‘anti-
BEPS’ directive by 

the end of January

Once the particular issues 
are addressed the taxpayer 
can reapply for a TCC.

In the past, TCCs were 
typically valid for a 12-month 
period. However, as part of the 
transition to the new regime, 
certificates issued since 
1 April 2015 are valid for a 
shorter period. As such, TCCs 
currently held may expire 
earlier than expected and a 
new application for a TCC may 
be necessary. 

Revenue has published 
guidelines and procedures 
on the new regime, which 
are available on Revenue’s 
website.

Employees abroad
Where an employee is sent 
to work abroad temporarily, 
both Irish and foreign payroll 
taxes may be deducted 
simultaneously from the 
employee’s wages. Revenue 
has put in place administrative 
arrangements to allow tax 
relief for foreign tax in real 
time through the PAYE system 
in certain circumstances. 

A new Revenue operational 
manual (42-04-62) Double 
deduction of tax at source has 
been published. It outlines 
when tax relief can be claimed 
through the PAYE system 
and includes the related 
operational procedures.

Tax appeals regime
The Finance (Tax Appeals) 
Act 2015 was signed by the 
president in December. 
The act is subject to 
commencement provisions as 
the new tax appeals regime is 
established. As highlighted in 
previous editions of this article, 
the tax appeals regime is 
being fundamentally reformed 
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following a consultation 
process. This reform includes:

* the establishment of a Tax 
Appeals Commission

* new procedures in dealing 
with hearings

* publication of anonymised 
determinations on cases

* removal of the right of 
re-hearing of a case at the 
circuit court.

Two new appeal 
commissioners were 
appointed late last year and 
have taken up office.

We will provide further 
updates in upcoming editions 
of Tax update as the regime is 
rolled out.

Consultations ahead
The Department of Finance 
and Department of Social 
Protection will be conducting 
a consultation this year 
on matters relating to 

employment status and to 
personal service companies. 
The consultation paper is 
expected to focus on the 
potential implications for the 
Exchequer from alternative 
approaches to providing 
services and engaging staff, 
and on potential changes to 
the current regime.

As highlighted in last 
month’s article, a report 
in response to the recent 
consultation on the tax 
treatment of travel and 
subsistence expenses is 
expected to be published in 
the coming months.

NI corporation tax
The Northern Ireland 
Executive announced plans 
in November to introduce a 
corporation tax rate of 12.5% 
by 2018, to match the Irish 
corporation tax rate. The 

announcement was made 
as part of a suite of financial 
measures included in the 
Stormont Agreement and 
Implementation Plan.

A memorandum of 
understanding (MoU) has now 
been signed between HMRC 
and the Northern Ireland 
Executive’s Department 
of Finance and Personnel, 
setting out arrangements for 
implementing a devolved 
corporation tax rate. 

BEPS
The Netherlands has published 
a programme for its presidency 
of the Council of the EU. As 
part of this, it has prioritised 
action to tackle corporate tax 
avoidance and has committed 
to developing a proposal for 
converting into European 
legislation the Base Erosion 
and Profit Shifting (BEPS) 

measures drawn up by the 
Organisation for Economic Co-
operation and Development 
(OECD).

It is expected that the 
European Commission 
will issue a draft ‘anti-
BEPS’ directive by the end 
of January. Work is also 
continuing between member 
states and the OECD to 
finalise a number of the BEPS 
recommendations, particularly 
in the areas of transfer pricing, 
multilateral instruments, 
hybrid mismatches and 
interest deductibility. We can 
also expect to see member 
states implement some of the 
OECD’s recommendations in 
relation to other BEPS actions 
over the coming year. ■

Cora O’Brien is tax policy 
director at the Irish Tax Institute 
cobrien@taxinstitute.ie
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Tax diary
The Irish Tax Institute supplies important dates and deadlines for February and March 
2016, of which financial professionals working in Ireland will need to take note

General

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

PSWT
14 February 
F30 (PSWT) monthly return 
and payment for January 
2016 (ROS extension to 23 
February 2016).

RCT 
23 February
Monthly RCT return and 
payment date (if required) 
for January 2016 (principal 
contractors file via ROS).

Companies

DWT
14 February 
Dividend withholding tax 
return filing and payment 
date (for distributions made in 
January 2016).

Corporation tax 
21 February
Due date for payment of 
preliminary tax for companies 
with a financial year ended 31 
March 2016 (ROS extension to 
23 February 2016).

Corporation tax
21 February
Last date for filing corporation 
tax return and making final 
payment for financial year 
ended 31 May 2015 (ROS 
extension to 23 February 2016).

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

Form 46G – return of 
third-party information
29 February 
Last date for filing third-party 
payments return 46G for 

companies with a financial 
year ending on 31 May 2015.

General
 
PAYE 
14 March
P30 monthly return and 
payment for February 
2016 (ROS extension to 
23 March 2016).

PSWT
14 March
F30 (PSWT) monthly return 
and payment for February 
2016 (ROS extension to 
23 March 2016).

VAT
19 March
Bi-monthly VAT 3 return 
and payment for the 
period January/February 
2016 (ROS extension to 23 
March 2016).

RCT
23 March
Monthly RCT return and 
payment date (if required) 
for February 2016 (principal 
contractors file via ROS)

Income tax
31 March 
Return of information in 
relation to share options and 
other rights granted in 2015.

Local property tax
21 March
Single Debit Authority 
deduction from bank 
account for LPT for 2016.

Companies

DWT
14 March 
Dividend withholding tax 
return filing and payment 

date (for distributions made in 
February 2016).

Corporation tax 
21 March 
Due date for payment of 
preliminary tax for companies 
with a financial year ended 30 
April 2016 (ROS extension to 
23 March 2016).

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

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

Form 46G – return of 
third-party information 
31 March 
Last date for filing third-party 
payments return 46G for 
companies with a financial year 
ending on 30 June 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.
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NI tax update
Glenn Collins, ACCA UK’s head of technical advisory, provides a monthly roundup of  
the latest tax developments relevant to practitioners in Northern Ireland

National insurance  
classes 2 and 4
HMRC has issued 
a consultation on 
abolishing class 2 
national insurance 
contributions (NICs) and 
introducing a contributory 
benefit test to class 4 NICs 
for the self-employed. The 
consultation sets out the 
proposed structure and 
working of class 4 NICs that 
would follow the abolition of 
class 2 NICs. 

The consultation 
closes on 24 February; it is 
acknowledged that this will be 
a difficult change and will not 
be rushed. 

More at www.accaglobal.
com/advisory.

Stamp duty land tax 
One HMRC consultation that 
was given rather less time 
was the one on higher rates 
of stamp duty land tax (SDLT) 
on purchases of additional 
residential properties. 

The consultation, which 
ran from 28 December 
2015 to 1 February 2016, 
highlighted how the 
additional SDLT charge 
of 3% is likely to apply to 
those purchasing a non-
replacement main residence 
from 1 April. It offered 
a number of purchasing 
scenarios, guidance on 
application and information 
on the new 14-day 
reporting regime. 

Examples given included 
the following: ‘Individuals will 
not be able to elect which 
of their residences is their 
main residence and therefore 
the treatment of a main 
residence for the purposes of 
the higher rates of SDLT may 

differ from the treatment for 
capital gains tax.’

The guidance on joint 
ownership stated: ‘B and C 
are purchasing a property 
together. This will be B’s 
first property, but C owns 
another property that she 
is not selling. For C, this will 
be an additional property 
as, at the end of the day of 
the transaction, she will own 
two properties and is not 
replacing a main residence. 
Therefore, the higher rates of 
SDLT will apply.’

64-8 authorisation
The interactive form and 
software needed to fill in 
this form can be found at  
bit.ly/64-8-agent.

Hybrid mismatches 
HMRC has published the 
proposed clause 33 of 
the Finance Bill 2016 with 

explanatory notes, examples 
(including financial instrument 
mismatches) and a policy 
paper. HMRC states: ‘This will 
impact large multinational 
groups with UK parent or 
subsidiary companies involved 
in cross-border or domestic 
transactions involving a 
mismatch in the tax treatment 
within the UK or between the 
UK and another jurisdiction.’ 

The measure applies to 
payments made on or after 
1 January 2017 involving 
hybrid entities or instruments 
that give rise to a hybrid 
mismatch outcome. 

The proposed clause is 
intended to substitute part 6 
of the Taxation (International 
and Other Provisions) Act 
2010. HMRC describes the 
impact as resulting in a 
‘disallowance of deductions 
where the UK is the payer 
jurisdiction in respect of a 

deduction/non-inclusion 
mismatch. Where the UK is 
the payee jurisdiction, and 
the primary response has 
not been applied in another 
jurisdiction, then the UK will 
bring the receipt into charge.
Where a double deduction 
arises, the UK will deny the 
deduction where it is the 
parent jurisdiction or, if the 
deduction is not denied in 
the parent jurisdiction, the UK 
will deny the deduction as the 
payer jurisdiction.’

More at bit.ly/tax-hyb.

Auto enrolment
The minimum contribution 
increases have now been 
aligned to the tax year. 
This means that the increase 
in contributions from 2% to 5% 
due in October 2017, and from 
5% to 8% in October 2018, will 
now take place in April 2018 
and 2019 respectively. 

Company ownership 
and control
The government has 
announced that it intends 
to bring the People 
with Significant Control 
Regulations before parliament 
in January 2016. Companies 
will be required to keep a 
PSC register from 6 April 
2016. They will need to 
send the information to 
Companies House with their 
confirmation statement 
from 30 June 2016. The 
government also intends 
to bring limited liability 
partnerships into the PSC 
regime alongside companies. 

It is expected that 
government guidance will 
be published as AB goes to 
press; this will be highlighted 
in the March issue. ■

HMRC contact
As a reminder, it is important to be vigilant and know 
that when contact is made by HMRC it is genuine. HMRC 
publishes regular updates on how to recognise phishing/
bogus emails. View the latest at bit.ly/hmrc-contact.
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Inching towards free trade
One thorny issue that continues to drag out the US-EU negotiations to strike a 
Transatlantic Trade and Investment Partnership is investor-state dispute settlement

US president Barack Obama 
secured the power to fast-
track trade deals last year, 
preventing the US Congress 
from subsequently unpicking 
any agreement by voting 
for amendments. The news 
will have given hope to 
weary negotiators trying to 
forge a Transatlantic Trade 
and Investment Partnership 
(TTIP) deal between the 
European Union and the US.

The talks have already 
lasted more than two years, 
and it’s clear that there are 
still plenty of obstacles to get 
round as far as accounting and 

finance is concerned following 
the 10th round of negotiations 
in Brussels last July, and the 
11th round in October in 
Miami and Washington.

One thorny issue remains 
investor-state dispute 
settlement (ISDS), under 
which investors can sue 
governments in a private 
tribunal if they believe their 
interests have been affected 
by authorities’ decisions.

Existing rules
The EU already has a 
regulation (912/2014) for 
managing future investor-
state disputes. It defines how 
the interests of the EU and 
its member states should be 
defended when a dispute is 
invoked through EU trade 
agreements, and includes 
rules on allocating the costs 
or compensation.

There is concern among 
civil society organisations, 
notably in Germany, that TTIP 
may weaken that protection 
and leave governments at 
the mercy of private investors 
claiming losses of income 
following policy changes. The 
European Commission is now 
consulting on the issue and is 
looking to reform EU rules as 
part of a final TTIP deal.

‘We aim to put forward 
a proposal to the US that 
is different from 
the current ISDS 
regime,’ Ignacio 
Garcia Bercero, 
the EU’s TTIP 
chief negotiator, 
said at the end of 
the 10th round of 
negotiations. 

‘The key 
challenge for the 
EU’s reformed 

The EU wants to 
make it faster 

for individuals 
and firms to get 

licences or formal 
approval to offer 

services such 
as auditing

investment policy is the need 
to ensure that the goal of 
protecting and encouraging 
investment does not affect 
the ability of the EU and its 
member states to continue 
to pursue public policy 
objectives,’ the commission 
announced in a March 2015 
concept paper.

To ensure that investors 
do not use ISDS to sue 
governments for introducing 
legislation in the public 

interest, the commission 
wants to make it clear in TTIP 
that governments reserve 
their rights ‘to take measures 
to achieve legitimate public 
policy objectives’.

Brussels also wants to 
introduce a provision that 
ISDS should not impede a 
government from halting 
public subsidies to a company 
if competent authorities have 
prohibited them. 

Romanian precedent
The move comes after food 
manufacturer SC European 
Food, which is run by 
Romanian investors with 
Swedish citizenship, sued the 
Romanian government using 

▼  Transatlantic free 
trade squeal
The proposed Transatlantic 
Trade and Investment 
Partnership has run up against 
civil society opposition in 
Europe in particular
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ISDS. The mechanism had 
been included in a bilateral 
deal between the country 
and Sweden before Romania 
joined the EU in 2007.

This followed a ruling by 
the European Commission that 
the Romanian government 
subsidies broke EU state 
aid rules and so had to be 
stopped. The company sued 
the Romanian government, 
and the ISDS tribunal ruled 
that the latter was in breach 
of the fair and equitable 
treatment clause in ISDS.

‘The commission views 
this decision as an incorrect 
application of the clause given 
that EU law consistently denies 
legitimate expectations to 
investors as regards state aid,’ 
Brussels said.

The commission also wants 
to reform ISDS arbitration 
tribunals to avoid any real or 
perceived conflicts of interest. 
Currently, EU law allows ISDS 
tribunal arbitrators to be 
chosen by the investor and the 
defending state on a case-by-
case basis.

The EU may call for all 
arbitrators to be chosen from 
a roster already set up by 
the signatories of the ISDS 
agreement. The commission 
hopes this will break the link 
between the parties to a 
dispute and those judging it.

Certain qualifications could 
be required of arbitrators, in 
particular that they can hold 
judicial office. They would 
also need to have expert 
knowledge on how to apply 
international law contained in 
the ISDS agreement.

Finally, Brussels also 
wants to include an appeal 
mechanism in ISDS, as in 
almost all legal systems. No 
such mechanism exists in the 
current ISDS rules.

The US negotiators are 
now waiting for the formal EU 
proposal before they move on 
with negotiating investment 
protection in TTIP, the US chief 
negotiator Dan Mullaney said 
at the last negotiating round.

The talks were also given 
a boost by a non-binding 
European Parliament 
resolution agreed in early 
July, supporting TTIP with a 
reformed ISDS.

At the 11th round 
in October, investment 
protection was not discussed, 
and both sides are preparing 
papers to solve what will 
inevitably be a tough nut to 
crack in the final negotiations. 
The goal, however, remains to 
reach a deal before Obama’s 
presidency comes to an end in 
January 2017.

Mutual recognition 
of qualifications
However, another potential 
sticking point for the talks 
is the mutual recognition of 
qualifications for accountants 
and auditors. The two 
sides still hope that mutual 
recognition of qualifications 
for professionals from the EU 
and the US will be included 
within TTIP.

‘We would want to see 
if we can do something 
similar with the US as the 
Comprehensive Economic 
and Trade Agreement [CETA] 
with Canada,’ Garcia Bercero 
told Accounting and Business 
just before the start of the 
October round.

Professional bodies of 
architects and lawyers on both 
sides of the Atlantic have 
already started talking about 
how their qualifications could 
be recognised on either side.

‘In most of the cases, 
the umbrella organisations 
sit together and have their 
negotiations. In the end, 
the idea is to have a mutual 
agreement to be inserted 
into TTIP,’ a commission trade 
spokesman said.

So far, accountants 
and auditors’ bodies are 
not among the groups 
negotiating. However, the 
commission has asked the 
Federation of European 
Accountants (FEE) to find 
out whether the accountancy 

profession might have an 
interest in concluding a mutual 
recognition agreement with its 
US counterpart. 

Any mutual recognition 
agreement between the EU 
and US accountancy bodies 
depends on ‘whether there is 
an economic benefit perceived 
in such a mutual recognition 
agreement on both sides of 
the Atlantic, as well as whether 
the professions concerned, 
again on both sides of the 
Atlantic, would perceive an 
interest in such a mutual 
recognition agreement for 
their qualification,’ said Hilde 
Blomme FCCA, deputy CEO 
of FEE.

Degree of mobility
The latter could depend 
on the level of mobility of 
accountants and auditors 
between the two contintents, 
she added. But, ‘as far as 
we are aware, the mobility 
of auditors between the EU 
and US is not systematically 
tracked or documented’.

Talks on the issue between 
FEE and the European 
Commission are still ongoing. 
If Brussels finds it useful, 
FEE could ask its members 
if they would be interested 
in the mutual recognition 
of qualifications, according 
to Blomme.

One such mutual 
recognition agreement already 
exists – between the National 
Association of State Boards of 
Accountancy (NASBA) in the 
US, the American Institute of 
Certified Public Accountants 
(AICPA), and Chartered 
Accountants Ireland (CAI).

In a February position 
paper, Brussels said an 
agreement with the US ‘on high 
standards that make it faster 
and clearer for individuals and 
firms to get licences or formal 
approval to offer services 
like auditing, management 
consultancy and legal advice’ 
was one of its aims. 

And at the October 
talks, both sides exchanged 
views on mutual recognition 
agreements for professional 
qualifications, with a European 
Commission report on 
the talks stressing there 
was a ‘reflection under 
way concerning auditors’ 
qualifications’. ■

Carmen Paun, journalist based 
in Brussels

For more information:

For more on ISDS, see the Accounting and Business article 
Trading Blows, from June 2015, at bit.ly/TradingBlows

▲ Fear, loss 
and loathing
Critics of TTIP fear looser 
regulatory standards, and 
the ability of corporates 
to overturn the policies of 
elected governments
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Rulebook changes
Changes have been made to the 2016 edition of the ACCA Rulebook, 
including consent orders, disciplinary, and membership regulations

Policy decisions, legislative 
and regulator requirements, 
and changes to the IESBA 
(International Ethics 
Standards Board for 
Accountants) code of 
ethics all require changes 
to be made to the ACCA 
Rulebook. Here are the 
changes made to sections 2 
and 3 of the 2016 edition.

Section 2 – Regulations 
In suitable circumstances, 
the availability of consent 
orders may provide a more 
nuanced set of outcomes to 
investigations. The regulations 
most affected by the 
introduction of consent orders 
in 2016 are the Complaints and 
Disciplinary Regulations (CDRs) 
and the Regulatory Board and 
Committee Regulations.

In relation to the audit 
qualification, changes made 
in the 2015 ACCA Rulebook 
amended the timescales within 
which a student is required 
to complete the ACCA 
Qualification examinations to 
achieve ACCA membership.

Further changes have been 
made to the annexes to the 
Global Practising Regulations 
for those members wishing to 
apply for the audit qualification.

Notice period
Amendments have been 
made to the notice provisions 
contained within the CDRs 
and the Authorisation 
Regulations, enhancing 
consistency throughout the 
regulations and providing 
opportunities for greater 
efficiency. ACCA must now 
give relevant persons 28 days’ 
notice of hearings of both 
the Disciplinary Committee 
and the Admissions and 

Licensing Committee. The 
relevant person will then have 
to respond at least 14 days 
before the hearing. 

Publicity provisions
Throughout the disciplinary 
and regulatory regulations, 
the publicity provisions have 
been clarified to remove any 
requirement for the committee 
to determine whether to 
name the relevant person. 
This brings ACCA in line with 
regulators, adheres to current 
case law and the principles 
of open justice, and enables 
hearings to run more efficiently. 
Provisions relating to open 
hearings and private hearings 
have also been simplified.

Other changes
Some other changes to be 
found within section 2 of the 
2016 ACCA Rulebook are 
worthy of mention here:

* Membership Regulations 
To reflect the changing 
roles of accountants and 
the different skills sought by 
employers, changes have 
been made to the practical 
experience requirement in 
order to become an ACCA 
member or a Certified 
Accounting Technician.

* Global Practising 
Regulations It is now made 
clear that bookkeeping 
services are excluded from 
the meaning of ‘public 
practice’ for the purpose 
of the Global Practising 
Regulations only. Therefore, 
bookkeeping would be 
considered to be public 
practice for the purposes 
of the Code of Ethics and 
Conduct. In Annex 2, it is 
clarified that insolvency 
practice falls within 

the meaning of ‘public 
practice’, and the definition 
of ‘insolvency practitioner’ 
has been refined.

* Complaints and 
Disciplinary Regulations 
The detailed provisions 
relating to consent orders 
are to be found within 
regulation 8. Other 
changes serve to clarify 
the procedure for the 
amendment of allegations. 
These include a power 
for the chairman alone 
to be able to consider an 
application to amend the 
allegations in advance 
of a final disciplinary 
hearing. This helps to 
avoid applications taking 
up valuable hearing time 
unnecessarily.

* Interim Orders 
Regulations The changes 
to these regulations include 
an express provision to 
enable an Interim Orders 
Committee to proceed in 
the absence of the relevant 
person where appropriate 
notice has been given.

Section 3 – Code of 
Ethics and Conduct 
In addition to the changes 
required to reflect 
amendments to the 
independence requirements 
within the IESBA code, a 
change has been made to 
the internal complaints-
handling procedures (within 
section B9) to meet the 
requirements of ACCA’s 
authorisation as an Alternative 
Dispute Resolution body. ■

For more information:

A detailed explanation of all the above changes is 
available at www.accaglobal.com/rulebook
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Disciplinary hearings 
held in public and 

outcomes posted on 
ACCA website

Complaints procedure
Members for the most part observe ACCA’s standards of professional conduct.  
But what happens if a complaint is made? Jo Vlahos and Michelle Lawton explain

ACCA is a ‘recognised 
supervisory body’ in the 
UK and a ‘recognised 
accountancy body’ in the 
Republic of Ireland. This 
has given us enhanced 
recognition in many other 
markets around the world 
and contributes to ACCA’s 
powerful global presence 
within the profession. 

But with this status comes a 
statutory obligation to monitor 
and regulate ACCA members 
licensed to undertake audit 
and insolvency work (and 
investment business in Ireland), 
as well as ACCA affiliates, firms 
and students, to ensure they 
observe proper standards of 
professional conduct. And for 
the most part, they do. But 
sometimes mistakes can occur. 
Where this results in upset or 
loss, and when appropriate, 
ACCA expects the parties to 
attempt local resolution. Only 
once this has failed will ACCA 
consider a complaint.

However, just because we 
consider a complaint doesn’t 
necessarily mean we will 
investigate. ACCA works in 
the public interest, so we are 
obliged to use our resources 
effectively; this means that we 

assess all complaints before 
rejecting or escalating them.

Full assessment
Our assessment process 
is two-fold. Firstly, our 
administration team will 
establish the credentials of the 
member – we receive many 
complaints about non-ACCA 
members. Once membership 
is established, the complaint 
is referred to the assessment 
manager. They will carry out a 
further detailed review in order 
to establish if the complaint is 
in accordance with our policy 
on complaints we investigate, 
whether any regulatory issues 
are engaged and whether 
the weight of the evidence 
will support the complaint. 
Approximately 15% of 
complaints closed each month 
are at the initial review stage 
and don’t progress further.

The remaining complaints 
will be routed either to our 
alternative dispute resolution 
service called the Conciliation 
Service or, if the matter 
relates to audit, insolvency or 
investmentment business or 
indicates misconduct, to the 
Investigations department.

For those complaints 
routed to the 
Conciliation 
Service, our 
conciliators will 
note the issues and 
make suggestions 
as to how a matter 
can be resolved. 
This process can 
be achieved over a 
few phone calls or, 
in complex matters, 
several weeks. 
In all cases, the 
conciliator 
considers not 

only a resolution, but also 
whether any breaches of our 
regulations have occurred.

Investigations
The Investigations department 
– a team of qualified lawyers, 
accountants and experienced 
investigators – makes sure 
that the cases it receives 
are handled quickly and 
transparently. We aim to 
complete investigations 
within six months, although 
particularly complex matters 
can take considerably longer; 
and we hold disciplinary 
hearings in public and 
publicise the outcome on 
ACCA’s website.

By investigating 
complaints, we 
help maintain 

ACCA’s statutory 
recognition, which 

helps maintain 
our standards 

and reputation 

By investigating 
complaints, the 
Investigations department 
helps to maintain ACCA’s 
statutory recognition, which 
in turn helps to maintain the 
standards and reputation of 
ACCA and the accountancy 
profession, protecting the 
public interest and delivering 
public value. ■

Jo Vlahos is ACCA’s head of 
assessment, and Michelle 
Lawton is ACCA’s head of 
investigations

Complaints procedure

For more information:

Read more about assessments and investigations at  
www.accaglobal.com/disciplinary 

Complaint received

Assessment team establishes if subject of complaint is 
ACCA member and that complaint is in line with policy

Referred to alternative 
dispute resolution 

‘Conciliation Service’ 

Referred to 
Investigations team

Misconduct cases Non-misconduct cases

The procedure 

ACCA’s 
Conciliation and 
Investigations teams 
explain the disciplinary 
process at bit.ly/ACCA-
playlist
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Upcoming events
ACCA Ireland runs an exciting programme of events across the country, featuring high-
profi le speakers and offering networking and CPD opportunities

Belfast

Networking evening
18 February 
18.00-20.00 
Ulster Members’ Network 
Neil Gibson, University of Ulster 
City Campus
Two CPD units

Cork

Tax update 2016 and 
Revenue audits
10 February
18.00-20.00
Munster Members’ Network/
Irish Tax Institute 
Donncha Collins, FDC 
Clarion Hotel, Lapps Quay

Derry

Cross-border tax update
16 February
18.00-20.00
Ulster Members’ Network 
Claire Scott-McAteer and 
Clodagh Hegarty,
University of Ulster
Magee Campus
Two CPD units

Dublin

Business breakfast
11 February
07.30-9.00
Business Leaders’ Forum
Jim Dowdall, chief executive 
of GloHealth

Westbury Hotel
1.5 CPD units

Pensions update
25 February
18.00 – 20.00
Leinster Members’ Network
Andrew Hodnett, Mercer
Spencer Hotel, IFSC
Two CPD units

Dundalk

Pensions update
25 February
18.00-20.00
Leinster Members’ Network
Alan Lawlor, Wallace 
O’Donoghue
Crowne Plaza

Galway 

Taxation update
9 February
18.00-20.00
Connaught Members’ 
Network
Liam Kenny, Grant Thornton
Menlo Park Hotel
Two CPD units

Sligo

Networking evening
25 February
18.00-20.00
Connaught Members’ Network
George Mullan, SIS Group
Sligo IT
Two CPD units ■ 
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ACCA-X goes global
The success of ACCA’s open-access online courses has led to 
expanded rollout, bringing flexible learning to a wider audience

After piloting three paid-for 
online accountancy courses 
last year, ACCA has now 
made them available in more 
than 190 countries.

Since the ACCA-X online 
tuition programme was 
launched in spring 2015 in 
Bangladesh, India, Nigeria 
and Zambia, it has had nearly 
68,000 enrolments. 

The paid-for courses 
are Accountant in Business, 
Management Accounting and 
Financial Accounting. All three 
form part of ACCA’s Diploma 
in Accounting and Business, 
which can be earned by 
registering for and passing the 
three papers linked to these 
courses, plus a Foundations in 
Professionalism module. Each 
course costs US$89.

There are also two free 
ACCA-X courses: Introduction 
to Financial and Management 
Accounting and Intermediate 
Financial and Management 
Accounting.

The courses appeal to a 
range of ages. The average 
is 29, with 33% aged 25 and 
under, and 13% 41 and over.

The reasons students sign 
up with ACCA-X range from 
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Disruptive change 
makes mapping 
accountants’ skillsets a 
tough but crucial task

needing new skills or starting a 
business to returning to study 
after life-changing events. 

One student said: ‘I live 
in Kabul, Afghanistan, where 
financial and management 
accounting courses are not 
available, so the best way to 
study for me is online.’ 

Another said: ‘Due to a 
near-fatal accident in 2010, I 
need to slowly retrain. Prior 

to my accident I had achieved 
an MSc in high-performance 
computing and an MBA. I now 
need to study within the safety 
of my own home and at a pace 
I am capable of.’

Delivered on the non-
profit edX learning platform 
founded by MIT and Harvard, 
ACCA-X’s open-access courses 
are developed by education 
provider Epigeum.

It’s all in the mind

Mindfulness is the new ‘must have’ for executives, supporting self-regulation, promoting 
effective decision-making and protecting them from toxic stress, says a new ACCA report.

The report, CFOs and the C Suite – Leadership fit for the 21st Century, challenges the 
assumption that traditional leadership training is sufficient to prepare the C-suite (executive 
leadership team) for today’s environment. It puts forward the case for mindful leadership, 
supporting sustainable behavioural shifts, enabling better decision-making and preventing 
damaging corporate scandals.

‘Businesses are now operating in a brave new world where the only certainty is that 
nothing is certain,’ says Jamie Lyon, head of corporate sector at ACCA. ‘Technology in 
particular has increased the pace of change exponentially. In this new environment, the 
ability to focus on what is important has become a prized commodity for the C-suite.’

See the report at bit.ly/22kLEdD

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

For more information:

See why Dinara Auyelbekova from Kazakhstan, winner of 
ACCA-X’s YouTube testimonial competition, loves ACCA-X 

at bit.ly/I-love-ACCA-X

Watch the ACCA-X demo video at bit.ly/ACCA-X-2

66

Accounting and Business 02/2016

ACCA | Update

IE_A_backpage.indd   66 13/01/2016   16:27

http://bit.ly/I-love-ACCA-X
http://bit.ly/ACCA-X-2
http://bit.ly/22kLEdD
www.accaglobal.com/memberbenefits


-UK ads-Feb16.indd   9 11/01/2016   16:31

www.accaglobal.com


CPD
Get verifiable CPD units by 
reading technical articles

The magazine for fi nance professionals
ABIE Accounting and Business

Think AheadThink Ahead

Data analytics 
All you ever wanted to know about the power of big data

Generation Z grows up  
A new breed of consumers and employees

Regime change Preparing for the new Companies Act
Trade winds Slow progress on the TTIP negotiations

Climate change COP21 Paris deal is good news
Business transformation Five key tactics that foster success
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First among equals
Arlene Foster, Northern Ireland’s new fi rst 
minister, on the challenges ahead

Too hot or not?
Taking the temperature of Ireland’s 
economy as 2016 gets under way
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