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The preparation game

As this edition of Accounting 
and Business goes to press, 
we are facing a summer 
full of uncertainties. The 
known unknowns range from 

the consequences for Ireland’s economy of the UK’s EU in/
out referendum vote to the fate of the teams competing in 
the 2016 UEFA European Championship in France and the 
Rio Olympic and Paralympic Games. 

But just because the future is unknown, that does not mean 
it is impossible to make plans. Orla Collins FCCA is chief risk 
offi cer at Standard Life International, head of risk and compliance 
at Standard Life Ireland, and an ACCA Council member. In our 
interview with her on page 12, she issues a timely reminder about 
pension arrangements. This is a topic that needs to be at the 
forefront of people’s minds early on in their working lives, with 
the prospect that the average worker will retire on just a tenth of 
the income they need. 

One recent development having a signifi cant impact on many 
people’s fi nancial planning is the soaring cost of housing. On 
page 16 we take a look at the drivers behind rising rents and 

house prices, and consider whether taxation or other incentives 
can help temper the market.

Of course, the planet is home to us all and we have a 
responsibility to think about how to preserve its resources for 
future generations. In his article on page 30 Niall Hogan, group 
strategy manager at ESB, outlines how accountants, as fi nancial 
experts, have a key role to play in supporting Ireland’s efforts to 
move to a low-carbon economy. 

Following on from the launch of ACCA’s ‘Professional 
accountants – the future’ campaign, which brings together our 
contributions to strategic thinking about the way ahead for the 
sector, we begin a series of articles exploring the trends most 
likely to shape six areas of the accountancy profession over the 
coming decade. In this edition we look at audit and assurance 
(page 36), and corporate reporting (page 38).

There is still time to take our interactive test to rate to what 
extent you possess the seven key qualities needed for accountants 
in the future. The survey and all the  resources to help you build 
your ‘professional quotient’ are at accaglobal.com/thefuture.

Pat Sweet, Ireland editor, pat.sweet@accaglobal.com

Welcome

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

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

Also from ACCA

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

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

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

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

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

About ACCA

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

Channels and media

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

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

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

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

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

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

Webinars
On a raft of topical issues
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► Google searched
Investigators raided 
Google’s offices in Paris 
in a major escalation 
of France’s long-
running enquiry into 
the US-based internet 
company’s tax affairs

▲ Sweet charity
After winning his first 
Irish Open, golfer 
Rory McIlroy donated 
his winnings of over 
€650,000 to the Rory 
Foundation, his charity 
for children

▲ Ryanair bnb?
Ryanair is taking on 
Airbnb with the launch 
of Ryanair Rooms, 
adding a choice of low-
cost accommodation for 
its 116 million customers 
to its website

▲ Top dog
Dublin-based online 
startup HouseMyDog 
now has 8,000-plus 
dog-sitters in Ireland 
and the UK, and is to 
expand into Germany

6 News | Pictures

Accounting and Business 07/2016

IE_Newsinpix.indd   6 16/06/2016   16:05



▼ Drilling down
UK exploration firm 
Europa Oil and Gas 
now has a total of seven 
licensing options for 
Irish waters, and plans 
to start work in the 
Atlantic basins in 2018

▼ Liquid gold
As part of its global 
expansion, Ireland-
based brewer C&C 
Group will export its 
Tennent’s beers to China, 
under agreement with 
distributor Vandergeeten

◄ Eyes on the prize
Lisa McInerney won the 
2016 Baileys Women’s 
Prize for Fiction with 
The Glorious Heresies, 
her debut novel set in 
Ireland’s post-financial 
crash society
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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 fi nance professionals around the world

INBS audit OK
KPMG has been cleared of any 
negligence for its 2008 audit 
of Irish Nationwide. According 
to the progress update report 
from the special liquidators 
of IBRC, which took over 
Anglo Irish Bank and the Irish 
Nationwide Building Society, 
a review by law fi rm Eugene 
F Collins has concluded 
there is ‘no stateable case 
in negligence or otherwise 
against KPMG in respect of the 
2008 audit of INBS’. The special 
liquidators are Kieran Wallace 
and Eamonn Richardson of 
KPMG. KPMG did not reply to 
a request for comment.

Deloitte big in Belfast
Deloitte is accelerating 
recruitment to its Belfast 
offi ce, where it plans to have 
a workforce of 1,000 by 2020. 
The fi rm said it is ‘signifi cantly 
ahead’ of its previous 
recruitment targets for the 
city, announced in September 
2014, when it said it would 
create 338 jobs over a fi ve-year 
period; it has already hired 
more than 200 new staff since 
then. It now has a total of 460 
employees in Northern Ireland, 
with 43 apprentices set to join 
in September. By 2020, Belfast 
will be Deloitte’s biggest UK 
offi ce outside of London.

Another 270 jobs at EY
EY is to create 270 jobs in 
Ireland with the opening of a 
second offi ce in Dublin and a 
new offi ce in Galway. The fi rm 
is recruiting 220 experienced 
staff and increasing its 
graduate intake this year 
from 200 to 250 across its 
seven Irish offi ces. Salaries 
for experienced recruits will 
average more than €50,000. 
EY said its expansion is in 
response to higher demand 
for data analytics, fraud 
investigation, cybersecurity 
and performance improvement 
services. By the time the 
recruitment is complete, EY’s 
workforce in Ireland will total 
around 2,070 people.

Dublin blockchain lab 
Deloitte is creating an EMEA 
fi nancial services blockchain 
lab in Dublin as part of The 
Grid, its fi ntech initiative. The 
fi rm will build a team of 50 
people over 18 months in the 
Dublin centre, comprising 
blockchain developers and 
designers. The blockchain 
team will work with 
international organisations to 
roll out blockchain-enabled 
solutions in different countries. 
Blockchain is the technology 
behind digital currencies such 
as bitcoin.

PwC sponsors IRFU
PwC has renewed its 
sponsorship of the Irish Rugby 
Football Union – which has 
been in place since 2006 – for 
a further four years. As part 
of its partnership with the 
IRFU, PwC will continue to 
be the offi cial sponsor of the 
Ireland under-20, under-19 
and under-18 sides. The 
sponsorship also involves 

PwC’s support for the 
IRFU’s elite player pathway 
programme, which identifi es 
and supports the development 
of rugby talent all across 
the country.

Amazon to add 500 jobs
Amazon is expanding its 
workforce in Ireland, recruiting 
an additional 500 people in 
Dublin. It already employs 
1,700 in its bases in Dublin 
and Cork. The new positions 
will be highly skilled, including 
datacentre technicians, 
software engineers and 
customer support staff. ‘We 
have already exceeded our 
previous talent growth targets 
for Ireland set in 2014, which is 
testament to the abundance of 
expertise we have been able 
to fi nd in the country,’ said Jeff 
Caselden, general manager at 
Amazon Ireland. 

NI weakest for FDI
Northern Ireland was 
bottom of the foreign direct 
investment (FDI) growth 
table of all the UK regions 
last year, according to EY’s 
annual UK attractiveness 
survey. There was a 62% fall 
in FDI in Northern Ireland 
last year, as changes in the 
EU’s grant assistance rules 
affected investment decisions. 
North-west England was the 
UK’s strongest-performing 
region, with a 118% rise in 
investment off the back of 
the government’s northern 
powerhouse strategy. Almost 
90% of total FDI growth in 
the UK last year came from 
outside London. 
 
INI exceeds jobs target
Northern Ireland’s new 
economy minister, Simon 

Dublin construction costs jump

The construction market in Dublin is rated as one of the 
hottest in the world in Turner & Townsend’s international 
construction market survey. ‘In a hot market, there 
are plenty of construction projects around with little 
competition on tenders, and construction prices are likely 
to be rising at a faster rate,’ the report points out. ‘Dublin, 
Kuala Lumpur, London and San Francisco are rated hot, 
and these markets are expected to see costs rise by 
between 3% and 6% in 2016.’
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Hamilton, has congratulated 
job creation agency Invest 
Northern Ireland for exceeding 
its performance targets. 
Hamilton said: ‘In 2015/16 the 
agency once again exceeded 
its targets, promoting 5,550 
new jobs across Northern 
Ireland against a target of 
4,000. This will secure £341m 
of employment-related 
investment into our economy 
against a target of £220m. 
These fi gures mean that, over 
the fi ve-year period of the last 
programme for government, 
Invest NI helped businesses 
promote nearly 42,500 new 
jobs, a 39% increase on the 
previous fi ve years, and 70% 
over the original Executive 
target of 25,000 new jobs.’ 

Sinn Féin in NI finance
Máirtín Ó Muilleoir has 
become Sinn Fein’s fi rst ever 
fi nance minister in Northern 
Ireland. He was appointed 
under the D’Hondt power-
sharing mechanism used to 

The standard rate is £13 per 
fl ight, but Ireland’s air travel 
tax was abolished in 2014 – 
giving the Republic’s airports 
a competitive advantage over 
those in the North.

Ulster sells loan book
Ulster Bank is selling a 
portfolio of troubled loans 
with a face value of €2.5bn. 
The portfolio contains a mix 
of types of loan: 65% are 
business loans, 23% are buy-
to-let mortgage loans and 12% 
are home loans. Most of the 
loans – 86% – are to borrowers 
in the Republic, with Northern 
Ireland borrowers accounting 
for the rest. A spokesman for 
the bank said: ‘Ulster Bank 
has confi rmed a signifi cant 
impaired loan portfolio 
sale, enabling the bank to 
strengthen its balance sheet 
for the benefi t of its customers 
and much needed competition 
in the banking market. The 
loans involved do not belong 
to typical customers; they are 

divide ministerial positions 
between political parties in 
the North. The Democratic 
Unionist Party has taken the 
post of fi rst minister and 
the economy, education, 
agriculture and community 
ministries. Sinn Féin has the 
post of deputy fi rst minister 
and the fi nance, health and 
infrastructure ministries. 
Independent Unionist 
politician Claire Sugden is the 
new justice minister. 

APD under review
NI fi nance minister Máirtín Ó 
Muilleoir is to discuss with the 
UK government the possible 
devolution of air passenger 
duty. ‘It’s my view that the 
Executive should have full 
control of air passenger 
duty so that we can make 
decisions in the interest of 
our community in terms of 
tourism, business and job 
creation,’ he said. At present, 
APD is devolved to Stormont 
only for long-haul fl ights. 

all in Ulster Bank’s problem 
debt management unit and 
in arrears or under specialist 
management for a signifi cant 
period of time.’ See housing 
feature, page 16.

Call for end to Barnett
The Barnett formula used to 
distribute UK government 
support funding to Northern 
Ireland, Scotland and 
Wales should be scrapped, 
according to the constitution 
committee of the House of 
Lords. It described the formula 
as ‘inadequate’ and said it 
should be replaced with ‘a 
mechanism that takes into 
account the relative needs of 
different nations and regions 
in allocating funds’. The 
committee added: ‘In our 
view, to perpetuate the use 
of the Barnett Formula, which 
takes no account of relative 
need, makes a mockery of the 
government’s duty to ensure 
a fair distribution of resources 
across the UK.’ »

Are you fi t for the future? Take our test
Professional accountants need seven vital qualities to succeed, according to ACCA 
research. Gauge your own ‘professional quotient’ in our short interactive test 

Sharpen your 
professional skills 

Our interactive test allows you to 
see how you perform against the 
seven qualities, identifi es areas 
where you can sharpen your skills 
and directs you to a range of 
resources that can help. For more 
on ACCA’s research Professional 
accountants – the future see 
pages 36 and 38.

Take the 
test and 
fi nd expert 

tips on perfecting 
your skills at 
accaglobal.com/
thefuture
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Curistan banned
One of Belfast’s most 
prominent businessmen has 
been disqualifi ed for six years 
from acting as a director. 
Peter Curistan was behind 
the development of Belfast’s 
landmark Odyssey Pavilion. 
Several businesses in which 
Curistan was a director went 
into liquidation with millions 
of pounds of debts. City Car 
Parks owed £2m, Odyssey 
Bowl owed more than £3m, 
Sheridan Entertainments 
owed over £1m, and Strike 
Four (Belfast) owed over 
£6m; Sheridan Millennium 

entered administration 
with unknown assets and 
liabilities. Curistan said his 
disqualifi cation can be traced 
back to action taken against 
him by the former Anglo Irish 
Bank, which he is challenging 
in court. Should it succeed 
‘there will be an opportunity 
to seek a rescinding of 
the disqualifi cation’.

ASM merger
ASM, one of the largest fi rms 
in the North, has merged 
with Crawford Sedgwick, 
one of Belfast’s oldest 
independent fi rms. All staff 

at Crawford Sedgwick are 
transferring to ASM’s Belfast 
offi ces. ASM was established 
in 1995 and has 170 staff in 
offi ces in Belfast, Dublin, 
Dundalk, Dungannon, 
Magherafelt and Newry. 
Crawford Sedgwick was 
formed in 1976 by Drew 
Crawford and John Sedgwick. 

Duff & Phelps buys CFI
Corporate Finance Ireland 
has been acquired by Duff 
& Phelps as part of the US 
advisory fi rm’s strategy to grow 
its presence in Ireland. In the 
past two years, Duff & Phelps 
has bought the restructuring 
and insolvency division of RSM 
Farrell Grant Sparks and also 
Kinetic Partners. CFI has a 
strong presence in M&A and 
asset management, and also 
operates a real estate portfolio 
management business.

Vision for small business
The Small Firms Association 
has launched a report Next 
generation business: a vision 
for small business in Ireland. AJ 
Noonan, the SFA’s chairman, 
said: ‘Much of government 
policy is based on backing 
winners and attracting foreign 
multinationals rather than 
creating an environment for 
more and more indigenous 
businesses to establish, create 
jobs, survive and succeed.’ 
The report contains 70 
recommendations for SMEs. 

Google HQ raided
French police have raided 
Google’s Paris offi ce as part 
of a tax investigation. Some 
reports have suggested that 
France may seek payment 
of up to €1.bn in taxes. 
France’s Direction Générale 
des Finances said: ‘The 
investigation is aimed at 
fi nding out whether Google 
Ireland Ltd is permanently 
established in France and 
if, by not declaring some of 
its activity on French soil, it 
has failed to meet its fi scal 
obligations, in particular 

with regard to corporation 
tax and value added tax.’ A 
spokesman for Google said: 
‘We comply with the tax law 
in France, as in every other 
country in which we operate. 
We are co-operating fully 
with the authorities in Paris 
to answer their questions, 
as always.’

Call for deeper reports
Annual reports should 
be more focused on in-
depth strategy, backed by 
operational key performance 
indicators to enable investors 
to take a longer-term view, 
concludes KPMG’s second 
annual business reporting 
survey. At present, according 
to the report, companies 
look at short-term fi nancial 
objectives, resulting in 
signifi cant gaps in information 
reported to investors. 
‘Financial information is not 
the only data that matters to 
investors,’ said Mark Vaessen, 
global head of International 
Financial Reporting Standards 
at KPMG International. 
‘When evaluating a company, 
investors also need to be 
able to assess the health 
of a business, its growth 
potential and the long-term 
sustainability of its earnings.’

Country-by-country
An EU directive implementing 
country-by-country 
reporting for multinational 
corporations has been 
adopted by the European 
Council. The directive also 
mandates member states to 
automatically exchange tax 
information. The amended 
accounting directive will 
apply to companies with total 
consolidated group revenues 
of €750m or more; they will be 
required to report information 
on revenues, profi ts, taxes 
paid, capital, earnings, 
tangible assets and the 
number of employees. ■

Compiled by Paul Gosling, 
journalist

Hong Kong tops competitive league

Hong Kong has replaced the US as the world’s most 
competitive nation, according to the annual analysis by the 
IMD World Competitiveness Center – a research group 
within the IMD business school. Of the large European 
nations, Germany, in 12th place, fares best, followed by 
the UK at 18 and France at 22. Qatar, in 13th place, is the 
most competitive nation in the Middle East, ahead of the 
UAE at 15. The IMD says that the common pattern among 
all the countries in the top 20 is their focus on business-
friendly regulation, physical and intangible infrastructure 
and inclusive institutions.
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CV

Invest for a better future
Standard Life’s Orla Collins FCCA reflects on the pace and breadth of regulatory change 
and how to shape it, and the pensions time bomb every worker should be thinking about

and Europe, and regulatory authorities in Ireland and the UK. 
‘It has given me a wider perspective and, as part of the senior 
leadership team, what I do is focused not only on my own team 
but on making sure that the entire business strategy is agreed 
and implemented,’ Collins says. 

Grappling with the pace and breadth of regulatory change 
is central to this and is a process that shows no signs of slowing 
down, with European Union’s (EU) new packaged retail and 
insurance-based investment products regulations among a 
number of developments coming down the line. Collins observes 
that ‘having to interpret and implement some of the new EU 
directives to tight time lines is causing people to think differently 
across the industry. This is no bad thing. In my role you need to 
be forward looking and plan for the unknown.’

While she agrees that ‘in reaction to the financial crisis, 
we have probably seen an over-engineering of regulation, 
especially in the banking sector,’ she adds that insurance, while 
it is very regulated, is also highly structured and a long-term 
investment. ‘A great deal of regulation in the sector is about 
bringing increased transparency to it,’ Collins notes. ‘There 
was a lack of clarity in the past in terms of charging structures 
and the fees behind products and that impacted on customers’ 
understanding of what they were buying. We still have a way to 
go, but we are moving in the right direction.’ 

An exciting part of this is the opportunity, through working 
groups and industry forums, to help inform the interpretation 
and implementation of new regulations. ‘There are » 

It’s easy to imagine financial services as the bright new 
centrepiece of the Irish economy, a vision facilitated by 
the gleaming office blocks that fill Dublin’s docklands. 

As a FTSE 100 company with more than 6,000 employees 
worldwide and over £300bn under management, Standard 
Life might seem a natural part of that picture, except this 
company has been in Ireland since 1834, giving it well over a 
century and a half’s head start on the IFSC. 

With such longevity, it seems appropriate that the company – 
still the biggest fund manager in Ireland that has a local presence 
– should call a Georgian redbrick on St Stephen’s Green home. 
While Standard Life may have a relatively low profile among Irish 
consumers (largely due to its model of providing services through 
financial advisers rather than a high-street presence), it has begun 
to invest more heavily in building its profile in recent years, 
sponsoring events such as the 2014 golf Ryder Cup in Gleneagles, 
Scotland and again this year in Hazeltine in the US. It will also 
sponsor the British and Irish Lions 2017 tour in New Zealand.

Chief risk officer at Standard Life International and head of 
risk and compliance, Standard Life Ireland, is Orla Collins FCCA. 
When Collins last featured in AB in 2011 she was completing her 
term as ACCA Ireland president, the first woman to hold that 
position. It’s been a busy five years for the Dublin native since 
then, having been elected to ACCA Council in 2012 and, more 
recently, immersing herself in a new role that she enthusiastically 
describes as her ‘dream job’. 

Collins’s move to Standard Life followed reflection that she 
‘wanted a position that would provide an opportunity to learn and 
grow. Once I read the specification for this role I knew it was for 
me,’ she recalls. ‘It brought together every part of my career to 
date and offered me the chance to learn something new. When I 
look at the team I now manage, aside from our legal adviser I’ve 
done every one of those jobs at some point in my career.’

The position had been open for nearly a year – something 
that proved beneficial to both parties, Collins adds. ‘They knew 
what they wanted and were holding out for the right person,’ she 
says. ‘Given they were expecting that person to come from a risk 
or insurance background, I was probably lucky I came into the 
frame at that time. I wouldn’t have been an obvious choice if I 
had entered the process earlier.’

Fifteen months in, she is fully enjoying the challenge of a role 
that gives her responsibility for developing, implementing and 
maintaining the operational risk, compliance and financial crime 
frameworks of Standard Life Ireland, effectively managing risk 
and providing assurance that the Irish businesses are compliant 
with regulatory requirements to its CEO, chief risk officer for UK 

2015 
Appointed chief risk officer, Standard 
Life International and head of risk and 
compliance, Standard Life Ireland

2012 
Elected to ACCA Council

2010 
Elected ACCA Ireland president

2008
Moved to Pioneer Investments

1997 
Becomes a member of ACCA
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Basics

Tips

currently relatively generous, in international terms, at a third of 
the average industrial wage, this will almost inevitably fall in real 
terms in line with the demographic challenges ahead. Against 
this, there remains widespread lack of recognition of the level of 
investment required individually to fund private pensions.

‘A 65-year-old man now has a 17-year life expectancy, while, 
for a retired couple aged 65, there is a 25% chance that one 
partner will live to the age of 99,’ Collins points out. ‘To meet 
these financial demands, people will either have to work longer 
or save a great deal more. If you were to ask me how big the 
pensions issue is in the Irish workforce, on a scale of one to 10, 
I’d say that for the average employed person, it’s up there at 
eight to nine. Among professionals and more senior executives, 
it may be at five, but there are still plenty of concerns. Many 
people will want to retire with an annual pension payment of 
€30,000 to €40,000 per annum. However, they are funding this 
with contributions of €3,000 to €5,000 per annum.’

The story for women in the workforce is even more 
concerning, an issue that Collins says Standard Life has been 
highlighting. ‘The average woman has a pension of €3,000 per 
annum to live on in retirement; therefore, she will be 2.5 times 
worse off than her average male counterpart in retirement.’

With recent research showing that almost two-thirds of Irish 
people don’t realise that pensions are tax efficient, it is an open 
question as to how well the public are being educated on what is 
both an opportunity and a responsibility. ‘I think a lot of people 
are terrified of pensions and see them as complicated,’ she says. 

sometimes grey areas when they are introduced, and we can feed 
into consultation papers and discussion documents that help the 
regulators in terms of how they approach them,’ she says. 

Pension preparedness
All of which brings us to the thorny issue of pension 
preparedness, an area in which Collins is frank and forthright: 
‘The phrase “pensions time bomb” is used a lot, but people still 
think it’s fiction,’ Collins says. ‘I can tell you the pensions time 
bomb is very real. The National Pensions Framework noted in 
2010 that for every one retired person there are six people in 
employment. By 2050, there are expected to be less than two 
people in employment for every retired person, so we need to 
take our head out of the sand in this regard.’

It’s not an issue unique to the country as governments across 
the developed world grapple with the challenges of ageing 
workforces. Gradually increasing retirement age is one strategy 
and, in Ireland, the State Pension (Transition) was abolished in 
January 2014, raising the pension age to 66. A further increase to 
67 will follow in 2021 and to 68 in 2028. While the state pension is 

* ‘Your greatest selling point is 
your reputation. Ireland is a 
small place and your reputation 
precedes you. Invest in this and 
you will reap the rewards.’

* ‘The only person who really 
worries about your career is you. Always be 
thinking of opportunities to acquire new skills and 
competencies that could be useful in the next phase 
of your career.’

* ‘The average worker will retire on 1/10th of the 
income they need.’

* ‘Start planning for your retirement now!’

1825 
Standard Life established in Scotland, 
opening offices in Ireland in 1834

1985
Assets under management pass the 
£10bn mark

2006 
The company demutualises and lists on the FTSE 100

2016
Assets under administration reach £307bn 

‘Helping others, 
at whatever 

age or stage of 
their career, is 

something that is 
really important 

to me’
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pivotal. It is also closely allied to her own personal commitment 
to recognising and nurturing talent. During the downturn, 
she worked with ACCA members who had found themselves 
at career crossroads, helping them to consider options and 
prepare for interviews. Currently, she is an active participant in 
the Career Ready programme, which twins her with a 15-year-old 
secondary school student, helping to prepare them for the work 
environment over an 18-month period. ‘I probably wouldn’t be 
in the role I am in today if it was not for the encouragement from 
a fellow ACCA member early in my career, so helping others, at 
whatever age or stage of their career, is something that is really 
important to me,’ Collins says.

Now completing her fourth year on Council, Collins serves 
as vice chair of the audit committee and was recently asked to 
sit on a global governance task force, which looks at the future 
of the organisation and how it’s structured. Involvement at this 
level also brings valuable exposure to people who are often 
very prominent in their own countries and fields. ‘The skills I’ve 
learned from being on ACCA Council and the insight I’ve gained 
is something I can take back and use in my day-to-day job,’ she 
says. ‘That richness of perspectives would be hard to replicate 
anywhere else. We are working together to make sure the 
Qualification and strategy remain fit for purpose for the journey 
ACCA is on, and that ACCA continues to meet the needs of its 
members. It’s hugely rewarding to be part of that.’ ■

Donal Nugent, journalist

‘They are, to a degree, complicated vehicles but my belief is 
people don’t ask enough questions and don’t seek clarity when 
they are unsure. I would always say “Go and talk to advisers, 
listen to what they say, ask the questions, ask more questions, 
and when you are comfortable and understand what they are 
saying, then make your decision”.’

Nurturing the next generation
A member of ACCA Council since 2012, Collins credits her time 
as ACCA Ireland president with whetting her appetite for bigger 
global roles. ‘Being on the International Assembly really brought 
home the scope of how international the Qualification is and, 
after my year as president, I felt strongly that I would like to do 
more for ACCA,’ she says.

Collins first ran for Council in 2011 but found herself 20 votes 
short of a seat in the final cut. It was a disappointing result but 
it provided time for reflection and left her determined to try 
again. ‘I went back out again to seek election the next year and, 
building on the connections I had made and using a slightly 
different strategy, I topped the poll.’

One of five Irish members currently on the Council, Collins 
says ‘we all get on very well but it’s important to note we come 
from very different sectors as well as different parts of the 
country. Each of us brings our own perspective.’

As to what motivates that continued desire to contribute 
to ACCA, she points to the organisation’s strategic aim of 
‘developing professional accountants the world needs’ as 
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Housing bubble trouble
Ireland’s worsening housing crisis is prompting calls for changes in taxation to 
address the problems caused by a shortage of homes and rising rents

But, he adds, ‘There is nothing normal – or indeed sustainable – 
about inflation in rents of 10%.’  The clear indication, says Lyons, 
is that housing costs will absorb an ever-increasing proportion of 
income for households that are renting.

The same is true for those who are buying, with many finding 
mortgage costs crippling. For a large proportion, the problems 
will intensify as and when interest rates return to normal. While 
there are some signs that the number of borrowers in mortgage 
arrears is falling, the problem persists for both borrowers and 
lenders. In its results for the first quarter of 2016, Allied Irish 
Bank reported that mortgage arrears had declined by 4% over 
the period. Since the end of 2014, the number of its mortgage 
accounts in arrears has fallen by 29% for owner-occupiers and by 
27% for buy-to-let borrowers.

Meanwhile, Ulster Bank – which is under continuing pressure 
from owners RBS and the UK government to clean up its balance 
sheet – is in the process of disposing of 900 non-performing 
mortgages, with a face value of around €875m. PwC is reportedly 
handling the sale of the portfolio, which has been called Project 
Oyster. An Ulster Bank spokesman said: ‘The loans involved do 
not belong to typical customers. They are all in Ulster Bank’s 
problem debt management unit and have been in arrears or 
under specialist management for a significant period of time.’

No home from home
Lenders are conflicted: while they want to tackle the level of 
mortgage arrears, they are under political pressure not to evict. 
Social justice campaigner Peter McVerry of the Peter McVerry 

Trust argues that the vast majority 
of people who are homeless are 
simply unable to afford any available 
accommodation. At present, there are 
around 6,000 people in Ireland who are 
homeless, a third of them children.  

McVerry told the Oireachtas 
committee on housing and 
homelessness: ‘I would like to see 
legislation preventing anybody – local 
authorities or banks – from evicting 
people into homelessness. It should be 
illegal until alternative accommodation 
is available.’  

A report from the university NUI 
Galway, Promoting protection of the 
right to housing – Homelessness 
prevention in the context of evictions, 

Ireland is in the midst of a housing crisis and it is getting 
steadily worse. As the government prepares to publish 
its new housing strategy, those involved in the sector are 

urging it to make its intervention an effective one.
An indicator of the scale of the challenge is the rise in housing 

costs. In the year ending April 2016, average property prices 
rose by 7.1%, in a period when inflation was broadly flat. Dublin 
property prices rose by 5% in the year – and by 1.9% in the 
single month of April.  While those statistics reflect a problem of 
affordability, they actually represent a significant fall in average 
prices from the pre-crash peak: indeed, Dublin house prices 
remain 33.1% below their high point, while Dublin apartments 
are 41.5% below their peak.

House prices are likely to continue to increase. The Society of 
Chartered Surveyors Ireland (SCSI) reports that the average price 
for a three-bedroom semi-detached home in Dublin – €285,000 
– is actually less than the real cost of a new build, which typically 
costs €330,000 in Greater Dublin. Construction costs account 
for €150,000 of this sum, with land costs, VAT and professional 
services making up the rest. The SCSI wants government to 
either abolish or at least cut the current 13.5% VAT rate on new 
homes to narrow the gap with Northern Ireland and the rest of 
the UK, where housing is exempt from VAT.

Micheal Mahon of the SCSI says: ‘The country is experiencing 
a chronic housing shortage, which is contributing significantly 
to the current homelessness crisis. The findings of this 
report highlight a number of pressing issues, particularly on 
the soft-cost side. We need to kickstart housing supply as 
soon as possible and to accelerate 
from the current output of 12,000 units 
per annum to the 25,000 units which 
is required.’

Money worries
Undersupply is evident in homes for 
rent as well as for sale. In the year 
ending March, average rental costs 
in Ireland rose by 9.3%, according 
to analysis conducted for the Daft.ie 
website by Ronan Lyons, an economist 
at Trinity College Dublin.  

‘This represents a remarkably 
persistent rate of rental inflation,’ says 
Lyons. ‘There is the danger that this 
very high rate of inflation becomes 
something of a new normal,’ he warns.  

The vast majority 
of the 6,000 

homeless people 
in Ireland are 

simply unable 
to afford any 

available 
accommodation
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echoed the call for stronger legal protection from 
home evictions, in the case of both tenants and 
borrowers in arrears. It recommended that courts 
should be obliged to involve social support 
agencies in repossession cases. A major cause of 
evictions, concluded the report, was rising rents.  

Research leader Padraic Kenna said: ‘The 
findings of this research show the need to 
integrate accepted eviction-related housing 
rights standards into national and EU legal and 
policy norms. Creating a legal obligation on 
courts and other agencies involved in possession proceedings 
to promptly engage with housing and social support agencies 
would be a valuable first step in preventing homelessness.’

David Silke, director of research and corporate affairs at the 
Housing Agency, says there are ‘multiple reasons’ for the current 
housing crisis. ‘Lack of supply of accommodation is clearly 
the main reason,’ he says. ‘We also need to ensure supply is 
affordable. One of the lessons of the past is that people took 
out mortgages that they could not afford, so there are 60,000 
households in mortgage arrears of over 90 days, which is a 
huge number of people to have suffering problems with their 
mortgages, and there are 25,000 households living in buy-to-let 
properties that are in mortgage arrears of over 90 days.’

Changing demographics is another factor. There has been 
substantial population growth in Ireland – 30% in the last 20 
years. The population is predicted to continue growing, from 
the current 4.6 million to 5.2 million by 2031, with the number of 
older people doubling in that period.  

‘The population is increasing and households 
are reducing in size,’ explains Silke.  ‘So about 
three-quarters of the housing requirement will 
be for homes of three or fewer people. That has 
implications for the type of accommodation we 
are building. We need houses and apartments 
that are smaller.’

There are other steps we should be taking, 
argues the Housing Agency. Silke explains: 
‘We should prioritise keeping people in their 
homes. There are a growing number of people in 

emergency homeless accommodation. That is very unsatisfactory. 
We want to avoid more people being in that situation. The 
second thing is utilising empty homes.’ There are almost a 
quarter-of-a-million empty homes across Ireland – more than 
enough to house those who are homeless. The agency also 
wants greater support for the private rented sector: in Dublin 
in particular a vast number of people are living in private 
rented accommodation.

Taxing empty homes
Newly appointed housing minister Simon Coveney says that 
significant reforms to housing policy will be included in the 
government’s new housing strategy, due to be published in July.  
One option under consideration is the introduction of taxes 
on empty homes, a policy used in place in several jurisdictions 
around the world. In England, for example, many local authorities 
impose a 50% council tax surcharge on homes that have been 
empty for more than two years. Former mayor of London » 

▲ Hot property
A Dublin estate agent 
changes the window 
display of available 
properties. Government 
ministers blame the city’s 
overheated housing market  
on the fact that too much 
of Ireland’s economy is 
based there
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Galway, with very high rents and very high housing prices,’ 
explains Gray. ‘Our housing prices are among the cheapest in 
the UK. An average price in the north-west is £90,000. People 
laughed when I mentioned that at the conference. There is a 
growing private-rental sector on both sides of the border. In 
Dublin, rents might be €1,500 a month for a poor-quality city-
centre apartment. They are not as unaffordable in the north and 
rents have not gone up as much.’

One of the north’s problems is the surplus of demand over 
supply for social housing – nearly 40,000 households are on the 
waiting list. Meanwhile, there is growing anxiety over the future 
of the Housing Executive, a government body that is the main 
provider of social housing. At present it charges rents that are 
substantially below market levels. But the Fresh Start political 
agreement promises to reform the Housing Executive and to 
reduce the public subsidy, implying higher rents. At present rent 
levels, Gray points out, the Housing Executive does not generate 
sufficient revenues to reinvest.

In addition to the shortage of investment in social housing, 
another factor limiting supply in Northern Ireland is the lack of 
available development land. In Belfast, where demand is highest, 
most potential development land is brownfield and requires 
costly remediation.  

Since development prices crashed in the financial crisis, the 
suspicion is that many landowners do not want to sell until prices 
recover. ‘People are holding onto land and land banking, hoping 
that prices will rise,’ says Gray.  

While the crisis in the south is in part about the number 
of vacant properties, the corollary in the north is the 
withholding of  development land that could be used for 
housebuilding. Gray says that while in the south, part of the 
political conversation is about levying a tax on empty homes, 
in the north, people are starting to discuss a tax on unused 
development land. ■ 

Paul Gosling, journalist

Boris Johnson wanted to go further and impose penalty taxes 
on those who bought properties for investment purposes and 
then left them empty. 

Speaking to the Dail’s Committee on Housing and 
Homelessness, Coveney said the government would 
consider cutting the VAT rate on new homes to 9% to assist 
with affordability. The government will also address the issue 
of rental affordability, including through interventions to 
achieve discounts on market rents in the private sector. A 
programme of new social homes is likely to be initiated, with 
the focus on mixed developments aimed at avoiding the 
development of ‘ghettos’ of social-housing estates. Some of 
the new provision will be through public-private partnerships, 
Coveney explained.

In an address to Cork city and county councils, Coveney said 
housing policy would evolve as part of the development of a 
new national spatial strategy which will decide ‘where people 
will live and how people will live in 10 and 20 years’ time’. He 
explained: ‘If we had done that successfully 20 years ago, the 
extra million people living in Ireland now wouldn’t all be living 
in the Dublin area. We may have had a much more balanced 
geographical spread.’

North-south divide
Ministers believe the overheated housing market in 
Dublin is a symptom of the broader issue that too much of 
Ireland’s economy is based in the capital. We can expect 
that policies to make housing more available and more 
affordable will go significantly beyond the consideration 
of housing and look at greater economic decentralisation 
across the country as well.  

Paddy Gray, professor of housing at Ulster University, spoke at 
the Housing Agency’s recent conference on affordability and says 
that Northern Ireland has its own serious housing difficulties, but 
that they are different from those in the south.  

‘We don’t have the same major problems as Dublin and 
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For more information:

The FCA’s Availability of information 
in the UK Equity IPO process can 
be found at bit.ly/FCA-IPO. The 

consultation period ends on 13 July

Access all areas 
It is hard to find independent analysis of IPOs because of the way the system works. 
This could finally be about to change, thanks to the FCA, says Jane Fuller

When I review the way journalists 
approach the most common corporate 
stories, it is coverage of initial public 
offerings that leaves the most to be 
desired. It has taken a discussion paper 
from the Financial Conduct Authority 
(FCA), Availability of information in 
the UK Equity IPO process, to help me 
figure out why.

The problem is that the only people 
who have timely access to serious 
information about the company are 
its management and owners, and the 
investment bankers hired to help them 
with the marketing. Oh, and the analysts 
whose willingness to be positive about the 
company may have helped their employer 
win a slice of the action. 

As if this were not bad enough, current 
UK practice gives these ‘connected’ 

analysts exclusive access to management 
for most of the run-up to the IPO, and 
their research is the only written material 
made available when the intention to float 
is announced – followed by a blackout 
period. Distribution of the unapproved 
‘pathfinder’ prospectus is strictly limited 
and the full prospectus typically comes 
out on the first day of trading (unless there 
is an all-too-rare public offering). 

If you tried to design a system 
that favoured insiders over outsiders, 
limited the availability of crucial financial 
information and promoted marketing 
over objectivity, you could not do better. 
The system has been roundly criticised, 
including by the Association of British 
Insurers, TheCityUK and Lord Myners in 
his review of IPOs in the wake of the Royal 
Mail flotation.

The FCA is at last aiming to put the 
approved prospectus at the heart of the 
process, making it available to potential 
investors when they need it. Unconnected 
analysts should also gain earlier access 
to both financial information and the 
management, making unbiased views 
available prior to pricing. 

Other countries, including France 
and the US, already have a three-step 
process, starting with the publication 
of an approved registration document, 
followed by others with the price range 
and the final IPO price. So, the UK is 
playing catch-up.

Of the three models put forward by 
the FCA, all start with the publication 
of an approved prospectus; two would 
keep a blackout period but impose 
it on connected analysts so that their 
‘unconnected’ peers could satisfy pent-
up demand for an independent view. I 
favour the third model, which opens up 
access to both the prospectus and the 
management, and has no blackout period. 

The FCA rather quaintly thinks that 
there will be a ‘quiet period’ while analysts 
prepare their research. I doubt that – but 
it does not matter. Like journalists, some 
will produce quick but shallow takes, 
and others will take longer to produce 
more considered analysis. The important 
thing is that there will be enough time for 
investors to decide whether they find the 
business case convincing and what price 
they are prepared to pay.

Whatever the detailed changes, these 
reforms cannot come quickly enough. 
After all, the big question facing market 
regulators is not so much how mature 
companies can gain primary listings, 
but how smaller and younger ones can 
gain better access to equity investors, 
including via crowdfunding. Welcome to 
the 21st century. ■ 

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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A century to celebrate
As ACCA opens its 100th office, in Turkey, ACCA president Alexandra Chin reflects on 
the long journey to this significant milestone and why it matters to members

While ACCA celebrated its own 100th 
anniversary back in 2004, this year we 
have another century to celebrate after 
opening our 100th office, in Turkey. 

When I read this news in the draft of 
our latest integrated report (due to be 
published in late July), I began reflecting 
on how far ACCA has come. Back in 1904, 
eight accountants founded the London 
Association of Accountants, the forerunner 
of ACCA. From just eight to 178,000 
members; from one office in London 
to 100, covering every major city in the 
world, and then some. That is quite an 
accomplishment, and a collective journey 
to where we are now – the number one 
global body for professional accountants.

As we’ve grown, we’ve changed – and 
changed the world at the same time. For 
example, 1909 saw ACCA’s Ethel Ayres 
Purdie become the first woman to belong 
to a professional accountancy body. And 
what Purdie started, we’ve continued. 
Today, 54% of ACCA’s student body 
is female. That’s a quarter of a million 
ambitious, motivated young women 
embarking on a career in business. That is 
diversity in action – that is ACCA in action. 

Shortly after Purdie joined, in 1913, 
ACCA opened an office in South Africa, its 
first outside the UK, followed by one in the 
country of my birth, Malaysia; just two years 
later it was the turn of Singapore. From 
1950 onwards, offices sprang up around the 
world more and more quickly – Hong Kong, 
Zimbabwe, Trinidad and Tobago, Guyana, 

Nigeria and Malawi – right up to this year 
when Helen Brand, our chief executive, 
opened our newest office in Turkey.

ACCA has always been an organisation 
of firsts – thinking ahead in order to stay 
ahead. Pioneering is part of our DNA. It 
isn’t easy because it means doing things 
no one else has ever done. We can all 
be immensely proud of being part of a 
professional body unafraid to do things 
first – often in places where others fear 
to tread. Just last month we announced 
we will be helping the ministry of finance 
in Afghanistan to train 1,000 professional 
accountants in the country. I hope and 
expect to see an ACCA office opened 
there too in the coming years.

These offices are more than just a 
number. Membership can be a gateway 
to a whole new world of experiences, 
achievements and professional – not to 

mention personal – development. As 
ACCA expands, so we make that journey 
possible for more people. 

On a day-to-day basis, regional 
offices are an invaluable touch-point for 
members like me. The people I have met 
and the friends I have made through the 
office in Malaysia, and the many others 
I’ve visited over the 30 years since I 
qualified as an ACCA member, have given 
me some of my most cherished memories.

Knowing how much value I have taken 
from my own local office, I would urge 
each and every one of you to engage with 
yours as much as you can. All these offices 
have been created to better support us – 
ACCA’s members and students. Here’s to 
the next 100! ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

Membership can 
be a gateway to a 
whole new world 

of experiences, 
achievements 

and professional  
development
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Home is where the tax is
The OECD’s crackdown on large corporates shifting profits to low-tax locations without 
relocating their economic activity presents challenges for Ireland, says Peter Williams 

This summer sees the Organisation 
for Economic Co-operation and 
Development (OECD) pursuing hard 
progress on tax base erosion and 
profit shifting (BEPS). Governments 
and regulators remain keen to crack 
down on large corporates’ tax planning 
strategies to shift profits to low-tax or 
no-tax locations where there is little 
or no economic activity as a way of 
reducing overall corporate taxes paid. 

Raffaele Russo, head of the BEPS 
project, is on record as saying: ‘BEPS 
arises because under the existing rules it 
is possible to artificially separate taxable 
profits from economic activities and value 
creation.’ International in scope, the 
project is of particular concern to Ireland.

The European Commission has 
relaunched its own initiative, the 

Common Consolidated Corporate Tax 
Base (CCCTB) – a single set of rules 
for companies operating in the EU for 
working out their taxable profits. The idea 
is part of the commission’s action plan for 
fair and efficient corporate taxation. It was 
opposed in May 2016 by finance minister 
Michael Noonan, among others, who told 
his EU counterparts he wasn’t signing 
up to a deal that could affect Ireland’s 
sovereign right to set tax rates.

In theory, neither CCCTB nor BEPS 
puts Ireland’s 12.5% corporation tax rate 
at risk. But theory doesn’t always equal 
practice. Once the tax has been worked 
out using the same accounting principles, 
it’s not a very big step to suggest the rates 
should be harmonised, if not unified. 

The key question for regimes like 
Ireland – which has been so successful 

over the decades at attracting foreign 
direct investment – is what the 
consequences are if the OECD does 
succeed in rejoining taxable profits with 
economic activity and value creation. In 
the long run it would affect the behaviour 
of the multinationals that have found 
Ireland such an attractive location.

BEPS could be a useful weapon in the 
hands of economies significantly larger 
than Ireland’s. The ongoing scrutiny of 
multinational corporations focuses on the 
ability to pay taxes in low-tax jurisdictions 
despite profits having apparently been 
made in high-tax jurisdictions. The French 
authorities’ raid on Google’s office in 
Paris in May – which presumably included 
a desire to find out more about Google 
Ireland – is as much a message to other 
governments as it to corporates.

Work is continuing on an OECD 
framework to allow states and jurisdictions 
to join in efforts to update international 
tax rules. Sure, the OECD may propose 
while corporates oppose – and these, 
after all, are merely ‘soft law’ instruments 
– but eventually companies are going to 
find it difficult to allocate too much value 
to assets, including intellectual property, 
in countries where the headcount is 
not significant. 

Ireland is in a good place to show 
it has assets desired by multinational 
corporations such as a skilled workforce 
as well as a competitive tax regime. But it 
has to remain attractive to the rest of the 
management and workforce as well as to 
corporates’ tax planners. Irish politicians 
and business leaders need to be making 
the point internationally that Dublin is a 
place where real stuff gets done, even if 
headcount is greater elsewhere. 

BEPS represents tax regimes playing 
catch-up with globalisation. The OECD 
puts tax revenue losses from BEPS at 
conservative US$100bn-US$240bn a year, 
or 4%-10% of global corporate income 
tax revenues. The biggest corporate tax 
reform since the 1920s is bound to cause 
some pain. It is just not clear yet how 
much there will be – and who will bear 
the brunt. ■

Peter Williams is an 
accountant and journalist
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Snapshot: sustainability

What started as a trend is now a 
deeply rooted practice globally. 
The long-term value of any business 
is now estimated on so much 
more than its historical fi nancial 
performance. Innovation, customer 
service, talent development, safety 
and climate resilience are equally 
important. Our own recent research 
has shown that non-fi nancial 
elements are increasingly critical to 
investors’ decision-making.

Over the years, the level 
of disclosure of non-fi nancial 
performance information has 
increased. In part, this is in response 
to market pressure but also, in 
the UK in particular, as a result of 
mandatory reporting requirements 
on topics such as carbon emissions, 
human rights and diversity. 

While there is broad agreement 
that long-term value creation 
is based on more than fi nancial 
performance, assurance over 
non-fi nancial information in annual 
reports is still limited. It is still very 
diffi cult to pick up an annual report 
and quickly understand the factors 
that are at the core of a business’s 
strategic planning and the progress 
it has made on meeting its targets. 

Independent assurance over 
non-fi nancial information requires 
not only auditing skills and 
methodologies but also expertise 
in areas such as the environment 
or innovation, enabling claims of 
genuine progress to be challenged.  

Doug Johnston, partner, climate 
change and sustainability services, EY

The view from
Brendan Tallon FCCA, founder of Tallon, County Kildare, 
and co-organiser of the Leinster Loop

We founded the practice in 2000 
following our return from Australia 
after fi ve years there. I had worked in 
audit and business services for PwC and 
as CFO of a large seafood processing 
company. South Kildare is a great location, 
only 40 minutes from Dublin city centre 
and airport, and an area synonymous with 
enterprise and innovative thinking.

Tallon is focused on providing trusted 
advisory, accounting and taxation 
compliance services. We serve SMEs, 
high-growth, export-led and startup 
businesses, and believe in delivering 
timely, accurate and insightful solutions 
that exceed client expectations. Many 
of our clients are concentrated in the 
engineering, IT, healthcare, construction 
and food sectors, and have experienced 

strong growth both domestically and 
internationally over the past few years.

There has been a shift in mindset 
among business owners. They have 
moved away from cost-cutting, survival 
and coping with the overhang of personal 
and corporate debt, and towards growing 
the business and investing in people, 
processes and information systems. They 
are showing a determination to learn from 
the past and ensure things are better in 
the future. We have led debt restructure 
and settlement negotiations with banks 
on behalf of clients and provide strategic 
market and operational analysis advice.

We believe in helping our clients 
focus on the positive aspects of their 
businesses and their abilities, and to 
put the many pressures they face, such 
as debt servicing, into perspective. 
I think the psyche and confi dence of 
Irish entrepreneurs and business owners 
have been severely dented since the 
global fi nancial crisis, and reminding 
people of their achievements and abilities 
is important. 

I was recently awarded an MBA with 
distinction from Oxford Brookes 
University. I can highly recommend it as a 
great learning experience. In a voluntary 
capacity all of my family are involved in 
organising and running the Leinster Loop 
charity cycle event.

The most important lesson I have 
learned in my career is only to do 
business with people you have an 
empathy with and who demonstrate 
a level of ethics and principles that 
meet your own. Be clear as to what 
your strengths and abilities are, work on 
overcoming gaps in competencies and 
always be open to learning more. I think 
we accountants tend to feel we must have 
all the answers to all the issues that crop 
up, and don’t always listen as well as we 
can and should. There is enormous value 
in active listening, and this is something 
we should all practise. ■

We accountants 
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Must-have accessory
Damp squib rather than game-changer is the likely fate of many technology innovations, 
but wearable computing for the workplace is starting to look exceptionally useful

It’s easy to mock when you learn that 
Sony has filed a patent for a SmartWig 
that will, among other things, help you 
navigate roads and monitor your blood 
pressure, but wearable technology – 
the smartwatch, the fitness band, the 
virtual reality headset – may be a lot 
more than a passing fad. 

While the uptake may be low at 
present – only 3% of the US population 
has a smartwatch or a smartband – 
wearable technology is broadly as popular 
as tablets were at a similar stage in their 
evolution. Wearables may be little more 
than expensive toys at the moment, 
but it could be adoption by businesses 
rather than falling price that pushes the 
technology to critical mass. Research by 
PwC suggests that 72% of people would 
adopt a smartwatch if their employer 
provided it, compared with 42% if the cost 
of one was US$100.

But why would an employer do such 
a thing? Is there a business use for the 
smartwatch? Accountancy software 
producer Sage clearly thinks so: the new 
Sage Live accounting suite, targeted at 
small businesses, incorporates the Apple 
Watch as a platform, and will soon offer 
Android support too.

Real-time
It may seem like a gimmick but the design 
philosophy of Sage Live is ‘mobility first’: 
the product for users on the move is 
the core app, not a cut-down version of 
a web or PC product. ‘What we really 
want to focus on is the social element of 
mobility – how we can share information 
in real time,’ says Nick Goode, global vice 
president for cloud product management 
at Sage. ‘So much accountancy has been 
retrospective, whereas what you really 
want to know is what the cash position 
is at all times, how many invoices are 
outstanding, whether something has just 
been paid.’

For early Sage Live adopter James 
Foulkes, director and founder of online 
media agency Kingpin Communications, 
mobility is the key feature, which the 
smartwatch simply extends. ‘It’s very 

useful and quite easy to access sales and 
other data,’ he says. ‘I can get monthly 
data, I can get margins and set the 
dashboard, and I can carry what I want. I 
see it becoming quite important.’

Even though Foulkes can theoretically 
send an invoice from his watch, he admits it 
can be tricky to do so from a taxi, although 
he thinks things may well end up going 
that way. ‘For me the Apple Watch loses 
because you have to have your iPhone with 
you,’ he says. ‘In five years’ time it will be 
interesting to see where it goes.’

Some of the drawbacks – battery life 
is another – will inevitably be resolved by 
technological advances. Others, such as 
the small screen size, are inherent and will 
limit user interaction. Future uses will rest 
on what the device can do, rather than 
what it can’t.

‘Some of the really interesting uses 
are to do with identity and proximity,’ 
says Luke Gumbley, mobile product 
manager at online accountancy software 
provider Xero. ‘This is a personal device 
just for you, so you can digitally verify your 
identity without doing anything.’

For example, the W Hotel chain allows 
guests to check in with their Apple Watch, 
which even acts as their door key. In a 
business environment, this could translate 
well to a hotdesking environment, 
automatically monitoring and controlling 
access to buildings, rooms, IT systems and 
printers. Wearables will become a key part 
of the internet of things and a new era 

of user-definable apps working on the ‘if 
this, then that’ (IFTT) principle to create or 
suppress events based on location, time 
or activity.

Watch this space
‘Things that are too hard to authenticate at 
the moment become easy when you have 
a device that’s walking around with you,’ 
says Gumbley. He says people are behind 
the curve with the developing abilities 
of the technology: ‘The thing to do with 
an Apple Watch is to get one and walk 
around with it. When you walk, things that 
you expect not to be important turn out to 
be really great. Take navigation for Google 
Maps: the watch tells you to go left or 
right by tapping on your wrist. I felt like I 
was walking into the future quite a bit.’

For Gumbley, the tipping point will 
come when people start to find it easier 
to leave their phones behind and rely on 
the watch. 

‘Voice will be the difference, the ability 
to send a message in a non-frivolous 
way,’ he says. ‘One of the things with the 
Apple Watch is how easy it is to dictate 
a message. That technology is getting 
better all the time. That will lead to more 
interesting mainstream use.’

This would require a new set of 
disciplines about having privileged 
conversations, and security and privacy 
are the leading concerns when it comes to 
wearables. There’s a Big Brother aspect to 
this, particularly when wearables monitor 
biometric data. But PwC’s research 
suggests that 53% of workers in the UK 
would be happy for data to be collected 
about them if it improved pay, benefits or 
working conditions, while 45% would even 
be happy for their employer to know their 
blood pressure.

‘We’re seeing a growth in corporate 
health and welfare schemes in the US, 
where companies are persuading people 
to wear fitness bands and reward people 
who’ve walked the most,’ says Nick 
Hunn, chief technology officer of wireless 
consultancy WiFore Consulting. ‘They’re 
rewarded in reduced health premiums, 
which justifies them giving prizes. Over 

‘The watch tells 
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here, you get patched up by the NHS for 
free, so why bother.’

One wearable technology that Hunn 
sees making a comeback is Google 
Glass, which was retired after its pilot 
launch. ‘The second generation is on its 
way and will be aimed exclusively at the 
professional market,’ he says. ‘It will have 
real uses in areas such as medicine or 
warehousing, or check-in desks – areas 
where that extra information while looking 
at a customer can help.’

From wrist to ear
Hunn also sees growth in ‘hearables’: 
‘That’s the area I see most growth in, 
putting intelligence into headphones. 
People will buy them to do what 
headphones already do, then you’ll see 
people play with the data you get off the 
sensors. The ears are a better place to do 
that than the wrist of the body.’

We might be some way from the 
SmartWig, but there may soon come a 
time when we are not only using some 

kind of wearable all the time but have 
largely forgotten that we are wearing it 
and what it is doing for us. 

‘There is a very high premium placed 
on convenience,’ says Gumbley. ‘People 
will get used to operating in this way, 
and people will expect more. Gradually 
wearables will become the best tool for 
something, and after a little while we 
won’t remember how we used to do it.’ ■

Mick James, journalist
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The view from
Jean Philippe Stengel ACCA, senior accountant in a 
shared services centre for a Dublin-based tech company

I worked as an FD in an accounting 
practice for many years in France. The 
fi rm specialised in services to SMEs. When 
I arrived in Ireland in 2014, I wanted to 
gain experience in industry and so began 
working in a shared services centre based 
in Dublin. The centre is responsible for 
the company’s fi nancial and accounting 
operations across Europe. I am part of the 
general accounting department, and work 
as a senior accountant.

I am a qualifi ed accountant in France, 
but I couldn’t imagine working in 
Ireland without being a member of a 
professional body here. The technical 
skills essential to do the job require 
an understanding of local values and 
practices, so I started to study for ACCA 
and gained the Qualifi cation in 2016.

I am in charge of the French and Swiss 
entities, looking after their fi nancial 
operations and assisting local business 
units in the administrative fi eld. These 
local business partners are our direct 
clients. They expect us to be accurate in 
the statements and analysis we provide, 
to be proactive in anticipating their needs 
and proposing solutions to the issues 
they may encounter, and to ensure they 
operate in a secure fi nancial environment.

I see myself as customer-focused 
and cost-oriented. I try to focus on 
maintaining best quality in all our 
services while also striving to increase the 
productivity of the shared services centre. 
That can lead to dilemmas and requires 
effective risk management strategies.

One of the big challenges is the 
increasing complexity of compliance. 
There are two aspects: the technical skills 
required in fi elds such as taxation, payroll 
and business law; and the divergences 
between US GAAP and local GAAP.

What I fi nd particularly rewarding is 
interaction with different stakeholders. 
These can include local business partners 
and other shared service teams. For 
example, engineers in France often need 
fi nancial data to manage a business unit, 
monitor activity or obtain specifi c grants 
such as the French R&D tax credit. They 
are relieved to be able to rely on us to 
provide that data accurately and promptly.

The company is very keen on improving 
the life of the local community, which 
is still impacted by the fi nancial crisis. 
For example, every employee is granted 
free time to assist local not-for-profi t 
organisations, especially at Christmas.

The major business lesson I have learned 
is the importance of trust in professional 
relationships. That trust can be built by 
keeping in mind an accountant’s core 
values: integrity, objectivity, competence 
and due care, confi dentiality and 
professional behaviour. ■
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Snapshot: metals

For the past few years the metals 
sector has been dominated by 
the fallout of plummeting steel 
prices. At their lowest, global 
prices slumped by 50% against 
pre-downturn heights. Generally, 
this has been caused by an inherent 
structural overcapacity and a lack 
of international demand. This was 
particularly evident during the 
recent challenges faced by Tata 
Steel and the wider sector in the UK.

There has been an upswing 
recently, but this might well be 
temporary. When the full effects of 
Chinese steel’s recent record output 
hits the European market, I would 
expect prices to drop off again.

A supplementary issue is the 
industry’s reliance on blast furnaces. 
Because these are prohibitively 
expensive to turn off, businesses 
struggle to moderate their output 
during a downturn. It’s this lack of 
fl exibility that is causing market 
saturation and falling prices. One 
alternative is the less effi cient, 
but more controllable, electric 
arc furnace. Time will tell if its 
adoption can help the sector shake 
off this slump. 

Despite all this, metals 
remains a very interesting area to 
work in. It requires all-rounders 
with commercial, technical and 
operational skills, as well as a grasp 
of the shifting macro-economic 
environment. A background in 
engineering and chemicals is ideal.

Stephen Cooper, partner and head 
of industrial manufacturing at KPMG
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Climate change challenge
Finance professionals have a key role to play in supporting Ireland’s efforts to move to 
a low-carbon economy. Niall Hogan explains how 

‘The challenges currently posed by 
climate change pale into insignifi cance 
with what might come.’ These are 
not the words of an environmental 
activist, a politician, or even a 
Hollywood celebrity; they are the 
words of Mark Carney, governor 
of the Bank of England and chair 
of the Financial Stability Board, 
speaking to the insurance industry. 

While greenhouse gas emissions 
(GHGs) caused by humans are the 
scientifi cally accepted cause of climate 
change, as humans it’s in our nature to 
ignore, dismiss or discount the future 
consequences of our actions when faced 
with choices in the here and now. As 
fi nance professionals, we have many 
skills and tools to compensate for this 
failing. As business leaders, we should, 
like Carney, use our abilities and focus 
attention on reducing GHGs to protect 
the future of business and society.

In this article, I start by summarising, 
from an Irish perspective, current climate 
and energy policy frameworks. I highlight 
particular challenges for Ireland and 
conclude with views on what fi nance 
professionals could be doing.

Policy frameworks
World leaders have begun to formally 
ratify the Climate Change Agreement 
reached in Paris at the United Nations’ 
Conference of the Parties (COP21). In 
December 2015, every country in the 

UN agreed on a binding commitment 
to take actions at a national level to limit 
global temperature rises to signifi cantly 
less than 2°C above pre-industrial levels 
and, if possible, to 1.5°C. 

Ireland was already at the forefront 
of climate leadership. Since October 
2014 we have had binding legal 
commitments extending as far as 2030 
under the EU’s Energy Framework.

Within the EU, responsibility for 
reducing greenhouse gas emissions 
is two-fold. First, sites across Europe 
– power stations, cement and steel 
plants, or large dairy cooperatives – are 
responsible for their own emissions. 
Companies bound within this EU-wide 
Emission Trading System (ETS) must buy 
a carbon credit for every tonne of carbon 
they emit. Carbon price increases and 
carbon reduction is achieved by reducing 
the pool of available credits; emissions in 
the ETS sector are already below the 2020 
target – a full six years early. 

Separately, member states are 

individually responsible for reducing 
emissions from the rest of their 
economies. The Irish government 
is legally responsible for reducing 
emissions from agriculture, heating and 
transport, and would bear the cost of not 
meeting binding targets for reductions in 
this non-traded sector (non-ETS). 

Irish national energy policy is set out in 
the December 2015 white paper, Ireland’s 
Transition to a Low Carbon Energy Future. 
Its bold vision is a reduction of 80-95% 
in energy-related emissions by 2050. It 
clearly identifi es Ireland’s major climate 
challenge as reducing emissions in the 
non-ETS sector. This is timely because, 
unfortunately, Ireland is not on track to 
meet its 2020 non-ETS targets. 

Challenges ahead
Let’s start with Ireland’s production of 
green house gases. The Irish government 
has binding targets for about three 
quarters of total emissions – those from 
agriculture, transport and heating. The 

Ireland’s greenhouse gas emissions 2014
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remainder are the direct responsibility of 
companies within the ETS. 

Irish companies have made welcome 
and necessary progress in reducing 
emissions within this latter sector; for 
example, by 2020 we expect to be an EU 
leader in decarbonising our electricity 
sector, with around 40% of all electricity 
consumed in Ireland coming from 
renewable sources. However, this is not 
the core climate challenge for Ireland: first, 
because electricity itself only accounts for 
less than one fifth of total emissions; and 
second, because such emissions are not 
part of Ireland’s national targets. 

When we focus on Ireland’s actual 
target – namely in the non-ETS sector – 
we face a further challenge. Ireland has, in 
relative terms, a larger agricultural sector 
than many other EU countries. We have 
built a successful and respected export 
trade from beef and dairy farming, but 
cattle in particular create GHG. One 
third of Ireland’s GHG is from agriculture 
and, notwithstanding the great work of 
Irish researchers, the path to reducing 
agricultural emissions remains unclear. 

So if Ireland is to meet its national 
targets, it must focus on the non-ETS 
sector, where it can make the most impact 
– in this case, decarbonising the heat and 
transport sectors that account for more 
than a third of total emissions and nearly 
half (47%) of the non-ETS sector. 

Heating our homes and businesses – 
typically through burning oil, natural gas 
and coal – accounts for 15% of Ireland’s 
total GHG emissions. A further 19% 
relate to transport, mostly from burning 
petrol or diesel in cars and trucks. 

Role of finance professionals
At the beginning of this article, I referred 
to the skills of finance professionals. 
So, how might these be relevant to 
combating climate change in Ireland, 
and can they take a leadership role in 
bringing this about?

First, I think finance professionals can 
bring an analytical and evidence-based 
approach to the debate. Ireland is likely 
to need more policy and financial support 
to reduce emissions from transport, heat 
and agriculture. To do so it will need to 
direct scarce national resources, and must 
focus on getting the best results from 
such support. There will be many different 
advocates for preferred solutions resting 
on conflicting engineering, commercial 
and environmental perspectives. While 
finance is by no means the only discipline 

that brings an analytical perspective, 
the skills of financial modelling, pricing 
and investment decision-making should 
improve the quality of any policy or 
investment decision. Second, the 
decarbonisation of the Irish and global 
economies will lead to the disruption and 
transformation of markets. 

There are significant risks for 
companies that fail to adapt quickly 
enough, and yet the cost of that 
transition has to have regard to the 
impact on, and reaction of, customers. 
There are also potential growth 
opportunities and access to new forms 
of financing. So, whether it is through 
governance and risk procedures, 
reporting and disclosure of climate-
related information, internal business 
planning or investor engagement, 
finance professionals have a clear role 
to play in highlighting and managing 
the risks and opportunities related 
to reducing GHG.

Last but not least, finance professionals 
have a role to play as business leaders in 
understanding and communicating both 
the impact of climate change and the 
choices involved in making the necessary 
transition to a low-carbon economy. 
As a society we should manage that 
transition so we can make the most of the 
opportunities while minimising the costs 
for people. To do that we need to inform 
ourselves and engage with others. 

There are a wide range of accessible 
resources available, including the energy 
white paper, SEAI reports and Financial 
Stability Board Task Force reports. There 
are also courses on responsible investing 
available through Skillnets.

Future change
Ireland must make the transition to 
a low-carbon economy, as inaction 
creates business and financial risks, 
as well as environmental risk. It needs 
to focus on decarbonising heat and 
transport as a matter of national priority. 
Finance professionals have the skills 
to communicate the risks to business 
of inaction, to show the financial impacts of 
alternative choices and to show business 
leadership by making climate mitigation 
part of normal business practice. The goal 
of emissions reduction is crucial: success 
will create a brighter future for us all. ■

Niall Hogan, group strategy manager, ESB

For more information:

Read ACCA’s Lost in the right 
direction report at bit.ly/ACCA-Lost

Read Mark Carney’s speech, in 
which he addresses climate change 

before an audience at Lloyd’s of 
London, at bit.ly/BoE-climate

Download the white paper, Ireland’s 
Transition to a Low Carbon Energy 

Future 2015-2030, at
bit.ly/low-carbon-ireland-wp

Find out more about the 
Sustainable Energy Authority of 

Ireland’s report at bit.ly/SEAI-corp

The Financial Stability Board Task 
Force report on climate-related 

financial disclosures can be 
found at bit.ly/task-force-climate
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Profits squeeze
Competition for global corporate profits is heating up, so businesses must adjust 
their long-term strategies to earn their fair share of future gains

The past 35 years have marked the 
longest run of rising profits in the 
post-war era. According to research 
by the McKinsey Global Institute, from 
1980 to 2013 global corporate post-tax 
operating profits grew 30% faster than 
global GDP; today they stand at 9.8% 
of global GDP, up from 7.6% in 1980. 

But McKinsey says this is the peak and 
corporate profit growth will slow to 1% a 
year over the next decade – a fifth of the 
average rate over the past 35 years. 

Global production and labour costs are 
rising, while the competitive landscape 
is becoming more complex. Established 
businesses are being challenged by 
innovation, new digital technologies and 
fast-growing newcomers from the sharing 
economy and fintech sectors. In the 
meantime, Amazon, Google, Facebook 
and Apple continue to increase their 
global reach and have begun entering 
travel, mortgage, insurance, telecoms, 
food delivery and automotive markets.

Also, although North American 
and Western European companies 
now capture more than half of global 
profits, McKinsey predicts they will 
face slower profit growth as emerging 
market companies continue to muscle 
in on the global profits pool. In 2013, 
these companies accounted for 32% 
of global profits already, with China 
leading the way (14%).

Political climate
The effects of international politics in the 
years to come may dampen corporate 
profits, too. Michael Mayer, professor of 
strategy at the University of Bath’s School 
of Management, says: ‘The political 
environment will be less predictable 
and potentially more salient than at 
any other time since the Second World 
War. The multi-polarity and fragility of 
relationships is likely to play a greater 
role in disrupting sector developments, 
as well as company strategies.’

In this landscape of fiercer 
competition, some businesses and 
sectors are likely to do better than 
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others, especially if they innovate and 
digitise aspects of their operations. 
Many bricks-and-mortar retailers have 
done just that by opening up online 
platforms. Now e-commerce is booming, 
if the ever-increasing turnover figures 
are anything to go by. According to 
the European B2C E-commerce Report 
2015, digital sales across Europe 
reached around €477bn in 2015 and 
are forecast at €540bn and €609bn 
for 2016 and 2017 respectively.

‘Innovation is the best way to achieve 
sustainable, profitable growth,’ confirms 
Rony Zibara, managing director of 
innovation strategy firm Fahrenheit 212. 
But true innovation is not something that 
just happens. ‘The difference between 
having an innovation strategy and trying 
to “be innovative” is the difference 
between success and failure,’ Zibara 
says. He explains: ‘You must identify your 
profitable core, invest against it, and build 
competitive barriers around it.’ 

To do this, Zibara recommends that 
a business draws insights from four key 
areas – the consumer, the sector, the 
channel and the company – and then 
synthesises the insights into a strategy that 
addresses the four areas and provides a 
foundation that is both compelling to the 
market and unique to the company. ‘If you 
take this approach, the result will be long-
term value creation; the misunderstood 
approach to innovation based upon mass 
idea generation will result in the more 
faddish, short-term returns,’ he says.

Long-term arsenal
McKinsey suggests that software, data, 
algorithms and R&D are also new weapons 
in the long game for profits. But having 
all these in your armoury does not mean 
automatic success, Zibara says. ‘There are 
many companies sitting on a wealth of 
R&D and big data, not knowing what to 
do to make them more profitable.’

Similarly, there are many companies 
sitting on significant intangible 
assets not recorded on their balance 
sheets. ‘These include trademarks, 
domain names, websites, order books, 
customer lists, copyright in training 
materials and patents,’ says Jackie 
Maguire, chief executive officer at 
intellectual property services company 
Coller IP. ‘In many cases, these 
are tradable commodities with an 
associated cash value. If they aren’t fully 

commercialised and exploited, companies 
could lose out on lucrative profit streams.’

Western companies should learn how 
to play the long game from their emerging 
market counterparts, McKinsey’s report 
also recommends. ‘Most US and European 
companies grow their businesses with 
a focus on short-term profitability and 
cost control, whereas emerging markets 
companies focus on investment and 
growth,’ confirms Graham Glover, director 
of financial management company 
JohnstonCampbell. He points out that 
Chinese companies have grown several 
times faster than their Western rivals over 
the past decade. ‘They also take an active, 
aggressive approach to M&A,’ he adds.

On the latter point, should European 
companies follow suit? Mike Ogilvie, 
accountant and profit coach with 

The Profit Team consultancy, does not 
think so. ‘With all the uncertainties 
facing the European financial markets, 
M&A is quite a risky strategy,’ he 
says. He adds that reduction of fixed 
overheads is a better long-term strategy 
towards higher profitability. ‘Prepare 
to outsource as many core activities 
as possible to make your business 
nimble and flexible,’ he says.

Customer-centricity also increases 
profitability. According to Gallup’s survey 
of business-to-business companies, 
those with higher customer engagement 
levels see 50% higher revenues and 
34% higher profits. In the business-to-
consumer sector, supporting customers 
at every turn has the same effect. ‘One 
of the easiest ways to increase profits 
from e-commerce is to replicate the same 
customer experience they would find in a 
shop, and one of the most straightforward 

ways to do this is to introduce live chat 
and customer support to online sales,’ 
says Stephen Parker, chief executive 
officer at Parker Software.

Competitive edge
As competition for customers and 
clients increases, building brand 
loyalty should go hand in hand with 
building a strong internal culture. 
When customers, employees and 
other stakeholders lose trust quickly, 
‘a corporate culture that encourages 
greater transparency and strong 
ethics will ultimately improve business 
performance and win client trust,’ 
says David Rush, director at cultural 
diagnostics consultancy Alderbrooke.

Culture and values drive employee 
engagement, which in turns drives 
profits. Deloitte’s Global Human 
Capital Trends 2016 report points 
out that when a company’s culture is 
aligned with its values, it attracts those 
who feel comfortable in that culture, 
which helps to motivate people.

However, recruitment itself is 
currently a challenge: 38% of the 
41,000 global employers surveyed by 
Manpower in 2015 could not find the 
talent they needed. The ageing trend 
will only exacerbate these shortages. 
McKinsey’s report points out that, in 
advanced economies, one-third of 
today’s workforce could retire in the 
next two decades, and replacing them 
with younger workers will not be easy. 

Corporations are still learning 
how to attract and retain millennials. 
‘Career development and salaries are 
hugely important to millennials, but 
they also have more nuanced values 
than previous generations,’ says 
Matthew Wilcox, managing director at 
recruiter Marks Sattin. He explains: ‘The 
opportunity to work overseas, diversity 
and inclusiveness programmes, as 
well as customisable benefits, highly 
influence millennial talent.’ ■

Iwona Tokc-Wilde, journalist

‘Innovation is 
the best way 

to achieve 
sustainable, 

profitable growth’

For more information:

Read McKinsey’s Play to win 
report at bit.ly/McKprofits

See the European e-commerce 
report at bit.ly/Ee-commerce
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Losing the fraud battleLosing the fraud battleLosing the fraud battle
It seems likely that organisations’ fraud detection programmes are not keeping pace with 
the rate of change in global economic crime, according to a PwC survey

Fewer crimes may not be good news

More than a third of organisations have experienced 
economic crime in the past 24 months. The small fall in 
incidence (1%) may indicate that detection and controls 
are not keeping up with signifi cant changes in crime 
patterns. The cost of each fraud is also on the rise. 

Which industries are most at risk?

Financial services is traditionally the sector most threatened by economic crime, understandably so as it serves the fi nancial 
needs of all other industries. The global economic crime rate across all sectors is 36%.

Cybercrime’s rise

The top fi ve fraud 
types experienced by 
respondents’ organisations 
all fell slightly – with the 
exception of cybercrime, 
which has now jumped 
from fourth to second most 
prevalent overall.

Global trend masks regional variations

Economic crime is globally highly diverse, in type of crime 
and across markets. The trend was steady globally, but fell 
in some regions and rose in others – sometimes markedly.

For more information:

PwC’s 2016 global economic crime survey Adjusting the 
lens on economic crime: preparation brings opportunity 
back into focus can be downloaded at bit.ly/PwC-fraud
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Quality assured
In the first in a series exploring the trends most likely to shape six areas of the accounting 
profession over the next decade, we look at the impact on audit and assurance

As the business and regulatory environment evolves, 
so do the demands made of professional accountants. 
ACCA’s report, Professional accountants – the future, 

highlighted the need for continued development of skills and 
competencies relevant to the varied roles that individuals play. 
The combination of technical knowledge, skills and abilities, 
combined with interpersonal behaviours and qualities, 
amounts to a personal ‘professional quotient’ (PQ) appropriate 
to an individual’s particular role and stage of career.

For audit and assurance professionals, the challenge is to 
respond to particular changes and new demands in the audit and 
assurance field. ACCA’s research, based on a series of workshops 
with members around the world, has confirmed the important 
role played by audit and assurance in the operation of capital 
markets and wider economic activity. Audit and other forms of 
assurance report provide levels of comfort not only to current 
and prospective shareholders, but also to management, boards, 
trustees, regulators and other stakeholders. It’s therefore vital 
that audit and assurance professionals develop the right mix of 
skills and competencies to fulfil their roles properly. 

Responding to change
Financial statements contain an increasing amount of data, 
responding to demand for more transparency and comparability 
in corporate reporting, and more relevant and useful information. 
The nature of that data is also changing, including more non-
financial information, such as content related to corporate social 
responsibility (CSR).  

The audit market is also undergoing change. Reforms in 
Europe are triggering a wave of audit tendering activity by larger 
listed companies. Meanwhile, smaller companies are increasingly 

Top 10 competencies in audit and assurance

* Professional ethics

* Laws and regulations

* IT knowledge

* Communication

* Management

* Writing reports and other documents

* Quality control

* Fraud and error

* Corporate social responsibility and integrated reporting

* Non-audit assurance

Expert views

‘Professional scepticism will remain a key competency. We 
need to apply our sixth sense as accountants and auditors 
and move away from box ticking.’ 
Patricia Kintu FCCA, chief internal auditor, African 
Development Bank

‘There is no single person who knows everything in the 
audit world. The standards are too complicated. For the 
future professional we have to build a teamwork mindset.’ 
William Mak FCCA, audit partner, PwC, Hong Kong

‘It will be important for finance professionals working in 
audit and assurance to deliver other assurance services, 
not just the traditional historical financial statement audit.’ 
Petr Škoda FCCA, audit partner, KPMG, Czech Republic

‘The volume of information is reasonably static, but we will 
see it growing rapidly in the future and the analysis of data 
will become more important. And we are moving from 
retrospective analytics to predictive analytics.’ 
Ken Miller FCCA, operational advisory, Grant Thornton, 
Australia
 
‘We will need to embrace the business cultures and ethics 
of different countries.’ 
Lock Peng Kuan FCCA, partner, Baker Tilly Monteiro 
Heng, Malaysia
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being released from the statutory audit requirement, opening 
up opportunities for new forms of alternative assurance. There 
are some notable exceptions, such as Hong Kong, where all 
registered companies are still required to have a statutory 
fi nancial statement audit.

Professionals working in the audit and assurance fi eld are 
expected to face new technical challenges over the next decade. 
Many participants in ACCA’s workshops cited the audit of fair 
value and of international groups as emerging hurdles. Gaining 
information on the fair values of fi nancial instruments can be 
particularly diffi cult, for example, while group audits with an 
international reach require working with component auditors 
from different countries, fi rms and cultures.  

Increased use of technology and automation is also expected 
to have an effect, reducing the need for basic ‘tick and bash’ 
work and the manual evaluation of supporting documents. 
Auditors will also need to keep up with other emerging trends 
such as real-time assurance and new business and production 
models made possible by new technologies in areas such as 
mobile, big data, robotics and digital service delivery.   

Planning for action
Audit and assurance professionals of the future will need to 
show strong technical knowledge, IT expertise and interpersonal 
competencies to ensure they have the necessary PQ. Based on 
ACCA’s global member workshops, the 10 most important audit 
and assurance competencies over the next fi ve to 10 years have 
been identifi ed (see box). Professional ethics top the list. It will 
remain vitally important for audit and assurance professionals to 
think and behave with integrity, independence and professional 
scepticism and to demonstrate this to all stakeholders. 

The ability to observe and apply laws and regulations will also 
be highly important. Audit and assurance professionals will need 
to show knowledge of new auditing standards and legal liability 
issues, as well as relevant local and international regulations.

IT knowledge is also expected to be highly relevant – and this 
is one area where workshop participants think skills are currently 
lacking. However, audit fi rms are planning to develop expertise 
in using technology for data analysis during audit and assurance 
engagements, replacing sampling with searches that include 
100% of the data set. A shift from retrospective to predictive 
analysis is also expected by 2020-25. 

Communication ability – also in the top 10 – is another area 
where there is room for improvement. Communication is vital 
for managing relationships inside and outside audit fi rms, with 
audit teams, management, component auditors, experts, those 
charged with governance and others. Given the globalisation 
of business, effective communication increasingly requires 
language skills and awareness of regional variations in business 
practices, communication styles and cultural norms. 

Other top 10 skills that audit and assurance professionals need 
to develop include report writing, management skills and quality 
control competencies (for example, when forming audit teams 
and assessing engagement planning and performance). Audit and 
assurance professionals will also need to be able to play their part 

in tackling the risk of material misstatement due to fraud and error. 
And they will need the capability to apply assurance techniques 
to new types of reporting, including CSR reporting and integrated 
reporting, and to deliver non-audit assurance.    

The top 10 list does not represent the only skills that audit 
professionals will need. Based on workshop participants’ views, 
other skills that will be increasingly important to audit and 
assurance professionals over the next fi ve to 10 years include 
business acumen, money laundering, analytical thinking, forensic 
audit, cross-functional working and the ability to take more of a 
global perspective.  ■

Sarah Perrin, journalist

Deep dives
Key technical areas highlighted in 
Professional accountants – the future to be 
explored in this and future editions of AB

Introduction (AB June 2016, page 12)

➠ Audit and assurance

Corporate reporting (AB July 2016, page 38)

Financial management and governance 
(AB September 2016)

Risk and ethics (AB September 2016)

Strategic planning and performance 
management (AB October 2016)

Tax (AB October 2016)

For more information:

See more on Professional accountants – the future at 
accaglobal.com/thefuture 
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Reporting change
As part of our series of articles exploring the trends most likely to shape technical areas of 
the profession over the next decade, we look at how corporate reporting might change

Corporate reporting is a vital area of activity for 
professional accountants, and one that continues to 
evolve. Encompassing both financial and non-financial 

information, and both statutory and voluntary disclosures, 
drivers of change in corporate reporting will shape the key 
skills and competencies required of professional accountants 
working in this field.  

Responding to change
Business and investment activity is becoming increasingly global, 
with large corporates becoming increasingly powerful. At the 
same time, internet-enabled stakeholder activists are having 
more impact. Such factors have contributed to a loss of trust 
in corporate structures, behaviours and information since the 
financial crisis. This has resulted in more regulation and more 
(and more frequent) corporate disclosures. 

At the same time businesses and other stakeholders are 
becoming increasingly aware of the insights that can be gained 
from non-financial reporting, particularly the more complete 
picture that can be created of a business. Sustainability reporting 
is becoming more widespread, expected to become mandatory 
across the world. For example, Singapore plans to require listed 
companies to report on sustainability by 2020. 

Investors are already showing a strong appetite for integrated 
reporting (IR), which highlights the linkage between factors 
such as business strategy, risk, remuneration, the economy, the 
environment, society, business, past company performance and 
current decisions. Based on ACCA’s workshops, accountants in 
Africa and Asia expect IR to emerge as the new norm by 2020, 
while Europeans anticipate this by 2020-25.   

Developments in digital technology are also driving change 

Top 10 competencies in corporate reporting 

* Holistic view of corporate reporting

* Ethics

* Stakeholder management and engagement

* The financial reporting framework

* Reporting the financial performance of entities

* Non-financial reporting

* Analysis and interpretation of financial and non-financial data

* Foreign transactions and entities 

* Financial instrument valuation

* Critical thinking

Expert views

‘Integrated reporting is unavoidable. The market will 
either reward you for having a holistic conversation or 
punish you by filling in the blanks in a negative way.’ 
Neel Augusthy, CFO, Supply Chain Asia Pacific,  
Johnson & Johnson Medical, Singapore

‘If there should be one core requirement for the finance 
professional of the future, that should be a strong ethical 
mindset. If you have that, everything else will fall into place.’ 
Mohammed Chowdhury FCCA, Ministry of Children and 
Youth Services, Canada

‘Without the constraints of paper, the content of 
annual reports will just keep on increasing, supported 
by technology.’ 
Douglas Mwangi, head of finance, Bank of Africa, Kenya

‘Accountants are fantastic at numbers, fantastic at 
preparing accounts, but we are bad at giving a holistic 
view in a way that everybody understands really well.’ 
Jonathan Power FCCA, CEO, JPA Financial Modelling, 
Australia

‘We need to focus more on how to get the most from big 
data – all of the information that is relevant to clients.’  
Jiri Klimas FCCA, vice president, EU finance and 
accounting, Monster Worldwide, Czech Republic
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in corporate reporting. For example, technology enables far 
greater analysis of data (including big data). It is allowing new 
ways of reporting – for example, using video – and supporting the 
production of faster reporting. Social media is also increasingly 
being used for company disclosures. The Securities and Exchange 
Commission, for example, already allows companies to use social 
media outlets such as Facebook and Twitter to announce key 
information as long as investors have been notifi ed.

Planning for action
Although non-fi nancial reporting will become more important, 
fi nancial reporting will continue to form the core of corporate 
reporting. Strong technical skills and an ethical mindset will 
therefore remain vital competencies required of professional 
accountants working in this fi eld. Participants in ACCA’s 
global workshops, which underpin ACCA’s report Professional 
accountants – the future, expect some areas to become more 
challenging technically and ethically, particularly fi nancial 
instruments, lease accounting, provisioning, segment reporting 
and related-party transactions. Tax reporting is also expected to 
pose new technical challenges. Future accountants will need to 
stay up to date with developments in the international fi nancial 
reporting framework, monitoring emerging trends in accounting 
standards (including valuation models) and regulation.  

Based on opinions shared during the workshops, the 10 
competencies and skills considered to be most important to 
professional accountants working in the corporate reporting 
arena have been identifi ed (see box opposite). Topping the 
list is the ability to communicate a holistic view of corporate 
reporting, presenting the big picture story of an organisation’s 
performance and progress, rather than focusing on detailed 
numbers. This will require professional accountants to become 
skilled in aligning non-fi nancial information with current fi nancial 
reporting requirements and to be able to explore the merits of 
integrated reporting. However, holistic corporate reporting is also 
the area where some professional accountants feel their skills are 
most lacking. For example, professionals are likely to need greater 
understanding of how to measure and account for assets and 
issues such as knowledge capital, data and sustainability.   

Professional accountants involved in corporate reporting 
will also need to be able to manage relationships with multiple 
stakeholder groups. In doing so they will be helping users 
of fi nancial statements understand and interpret reported 
information, go beyond the numbers, and so support effective 
decision-making. Analytical skills, such as the ability to evaluate 
performance indicators to support business decisions, will also be 
vital. So will critical thinking – for example, to evaluate accounting 
principles and practices used in corporate reporting. Globalisation 
will also have an impact, emphasising the need for skills and 
competencies associated with accounting for the acquisition, 
disposal and consolidation of foreign operations.

In addition to the top 10 competencies, other skills have been 
identifi ed as becoming increasingly important for professional 
accountants in corporate reporting roles. For example, group 
restructuring skills are likely to be widely needed, alongside the 

communication and interpersonal skills necessary for fulfi lling a 
business partnering role. Professional accountants will need to be 
comfortable using technologies such as cloud computing and big 
data. This is a key area where workshop participants felt current 
skills are inadequate. Another such area is fi nancial mathematics, 
which professionals need in order to understand complex 
accounting, particularly for fi nancial instruments.   

In contrast, over the next one to three years, some current 
corporate reporting skills are expected to become less important. 
These include basic and manual bookkeeping and accounting 
skills and compliance reporting. ■

Sarah Perrin, journalist

Deep dives
Key technical areas highlighted in 
Professional accountants – the future to be 
explored in this and future editions of AB

Introduction (AB June 2016, page 12)

Audit and assurance (AB July 2016, page 36)

➠ Corporate reporting

Financial management and governance 
(AB September 2016)

Risk and ethics (AB September 2016)

Strategic planning and performance 
management (AB October 2016)

Tax (AB October 2016)

For more information:

See more on Professional accountants – the future at 
accaglobal.com/thefuture
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How to speak up
The ability to speak up matters now more than ever, explains Dr Wim Vandekerckhove, 
lead researcher of a recent ACCA/ESRC report on whistleblowing

sit up and listen, or perhaps made it to the boardroom. But many 
more will perhaps remain unspoken, which is why ACCA and the 
Economic and Social Research Council (ESRC) recently teamed 
up to discover how different organisations create an environment 
in which individuals are able to voice their concerns. The findings 
are instructive, for directors, managers and employees. 

Channelling concerns
We looked at a variety of organisations – a UK healthcare 
organisation, a multinational bank, a multinational engineering 
company and a central government body in South East Asia. 
Each body has developed speak-up arrangements in response to 
differing pressures. One had endured a scandal and recognised 
that management did not act quickly enough after employees 
had raised concerns. Another recently reviewed its speak-
up arrangements in response to changes in whistleblowing 
regulations. The third developed its whistleblowing 
arrangements following bribery scandals in the mid-2000s, 
devising procedures and protocols for the systematic processing 
and follow-up of employee concerns. The fourth was subject 
to anti-corruption laws but needed to develop whistleblower 
protection to mitigate workplace retaliation.

Each organisation is now able to provide a variety of channels 
through which employees can raise their concerns. All of them see 
direct and verbal voicing of concerns as the ideal arrangement, 
but even so, they also acknowledge that this might not always be, 
or at least be seen to be, the most effective route.

Broadly speaking, speak-up channels can be either internal or 
external. Our study reveals similarities 
among the organisations with regards 
to their internal channels, which include 
question channels, internal hotlines 
and key internal personnel such as the 
CEO, HR director and finance director.

But there are considerable 
differences between the external 
channels used by the organisations. 
These include hotlines operated by 
external providers, online chatrooms, 
an external ombudsperson and external 
independent advice lines. These can 
enable messages to be relayed back 
to the organisation anonymously as 
directed by the individual.

Both internal and external channels 
can make use of digital technology 

If you have a concern at work, perhaps a suspicion of 
malpractice among your colleagues, do you know where, 
and to whom, to turn? If you want to blow the whistle, 

can you speak up?
Taking that initial step can feel like a giant leap into the 

unknown. Will you be listened to? Will you see concrete action? 
Perhaps most importantly, can you trust the person you turn to?

The mere fact that you have to ask yourself these questions 
shows that something is wrong – if you don’t know where to turn, 
what action will be taken and whether you can trust the system, 
then you won’t speak up. It is as simple as that, and whatever 
concerns and suspicions you have will remain unspoken. And 
such inactivity could prove disastrous for your organisation.

The ability to speak up matters now more than ever. Hardly a 
week goes by without news of corporate and political misdeeds 
hitting the headlines, often through the deliberate leak of 
previously secret documents. The perpetrators of these leaks are 
often referred to as whistleblowers. The recent leak of millions of 
documents that revealed detailed financial and legal information 
of more than 200,000 offshore clients of Panamanian law firm 
Mossack Fonseca was just the latest in a string of such leaks. 

Other cases include the so-called LuxLeaks, currently the 
subject of legal proceedings in Luxembourg, which saw the leak of 
thousands of PwC documents exposing how many multinational 
corporations structured themselves to drastically reduce their tax 
bills. And then there was, of course, the Snowden affair, when ex-
CIA operative Edward Snowden released, via WikiLeaks, details of 
government-backed mass surveillance programmes.

Exposing malpractice
These instances, and many more, have 
highlighted the important role of the 
whistleblower in exposing corruption 
and malpractice. But they have also 
served to show just how difficult it is to 
expose such issues. Snowden is now 
living in Russia, having claimed political 
asylum in 2013. Antoine Deltour is 
currently on trial in Luxembourg over 
his role in the PwC documents leak. 
The identity of John Doe, the person 
behind the Panama papers leak, 
remains a mystery.

These cases are the ones that have 
grabbed the media’s attention. Others 
may have only made internal auditors 

Ultimately, an 
organisation will 

be judged by 
how it responds 
to issues raised. 

Trust is the key to 
effective and safe 

whistleblowing
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For more information:

The ACCA/ESRC report, Effective speak-up arrangements 
for whistleblowers, can be found at bit.ly/acca-wb

– hotlines can include email and web-based 
applications, while telephone lines can use 
automated voice response to collate concerns.

However, these channels are just conduits 
for employees to raise issues. Ultimately, an 
organisation will be judged by how it responds 
to these issues. Trust is the key to effective and 
safe whistleblowing. Three of the organisations 
implemented speak-up arrangements in 
response to an original failure of trust. None 
had time to rebuild trust before implementing a 
speak-up arrangement; instead, each rebuilt it by putting these 
arrangements in place.

This trust will be reinforced by a robust and consistent 
response. A lack of response will create the perception that 
speaking up is futile and risky. There could be legal restrictions 
that prevent the organisation, whether internally or externally, 
providing a full follow-up to the whistleblower, but organisations 
need to understand that an apparent lack of response can lead to 
frustration. Expectations need to be managed, even if it is through 
providing vague, non-specific details. Failure to do so could force 
an employee to take more public action, but a smart employee 
will be able to see when and if any action has been taken.

Data collected from any speak-up process should, indeed 
must, be reviewed regularly – some regulators are now enforcing 
this. Two of the organisations we reviewed have recently signed 

up to the First100 campaign, launched in the UK 
by Public Concern at Work – this commits them 
to publishing speak-up numbers in their annual 
reports. This can of course lead to awkward 
questions from investors and the media, but as 
more organisations publish this data, so the risk of 
misinterpretation diminishes.

There are clear opportunities for finance 
professionals to bring their skills and ethics to 
bear on the processes, codes and reporting 
standards required to implement effective speak-

up arrangements. One day you may find yourself in need of 
such arrangements – if you have helped build the answers to the 
questions posed at the top of this article, then you will know how 
to do the right thing. ■

Dr Wim Vandekerckhove is principal lecturer in organisational 
behaviour at the University of Greenwich and teaches business 
ethics. He advises on whistleblowing to organisations including 
Transparency International, Public Concern at Work and the 
Whistleblower Advice Centre 

▲ Time to reflect
Whistleblower and former 
CIA employee Edward 
Snowden examines a 
computer hard drive. He 
was forced to flee the US 
after leaking details of 
government-backed mass 
surveillance operations
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Heart of the matter
Effective profitability and cost analysis should be at the heart of great business 
decision making, according to research carried out by ACCA and KPMG

Tissier says given the research included a high proportion of 
large organisations, greater use of centres of excellence would 
have been expected. He added: ‘In parallel you would expect to 
see effective finance/business partnering in place providing the 
value but not doing all the data processing to free up finance’s 
time to be true business partners.’

Cultural barriers
The research underlines a need for continued upskilling of finance. 
O’Mahony makes the point that if businesses want to develop 
profitability and cost analysis, finance professionals need to be 
able to work with the data to provide information and insight. 
‘They need to have a thorough understanding of the business: 
they need skillsets broader than traditional accountants such 
as commercial analysis which understands the context so they 
can help support decision making in the business.’ Although 
the research did show that finance is willing to provide what is 
required, they need the business to tell them what is most critical. 

The research exposed barriers. Asked which were the main 
barriers to an effective cost-allocation approach, issues cited 
by finance professionals included stakeholder buy-in; cost; 
external, finance and operational data; as well as technology 
and processes. The biggest – noted by 65% – was people 
and culture. Tissier says: ‘Finance needs to agree with key 
stakeholders in the business what exactly they need this for, why 
they are doing it and what the focus should be.’

Inevitably technology has a large part to play. The ability of the 
finance function to efficiently deliver profitability and cost-analysis 
insights is undermined by the existence of manual processes 
such as ad hoc allocation journals (mentioned by 31%) and 
manual Excel spreadsheets to integrate and analyse data. Nearly 
half (45%) said their organisation had not invested in a software 
application, suggesting the use of spreadsheets is still widespread. 
The data model is the foundation of profitability and cost analysis. 
As technology generally makes life easier, O’Mahony says the cost 
of the tools required is relatively low considering the return on 
investment. A surprising finding was that many organisations had 
not taken the time to do the exercise and invest properly in order 
for them to continue to support the business. 

One ongoing niggle is the challenge around data quality. 
O’Mahony says: ‘Organisations may have the aspiration but 
they are compromised by the quality and consistency of data, 
particularly non-financial data, to provide insights.’ 

Without knowing who is buying what, via whom and from 
where, businesses lack the insight needed to inform future 
investments associated with their fulfilment and operating model. 

Commercial organisations are struggling to understand 
the profitability of channels. The third in a series of 
KPMG and ACCA thought leadership reports has 

found that profitability and cost analysis models are often too 
organisation-centric, highlighting a need to develop both the 
skills of financial professionals and the tools that businesses 
are using. Just 45% of those surveyed for the report, 
Profitability and Cost Analysis: an eye on value, monitor who 
their most profitable customers are and what they like to buy. 
Only a third (32%) said they measure the profitability of their 
sales channels, leaving them unable to assess or forecast the 
continued cost of sales shifting to online.

Effective profitability and cost analysis should be at the heart 
of great business decision making, according to John O’Mahony, 
head of enterprise performance management at KPMG UK. 
He says: ‘The first lesson that emerged from the report was 
that while there is a lot of emphasis on product and service line 
profitability there is a long way to go in terms of understanding 
digital versus physical channels.’

A view shared by Omid Tissier, professional insights – business 
management portfolio, ACCA: ‘What is most striking is that we are 
seeing companies doing profitability and cost analysis to a certain 
degree, but not as well as they could.’ He adds that companies 
are product-centric and not looking at analysis by customer or 
channel. He says the research demonstrated that understanding 
which channels suit which customers is key. ‘If you don’t have 
that information it is difficult making commercial decisions; which 
product for which customer using which channels.’

The data in the report came from a survey of 1,100 finance 
professionals in 90 countries interviewed in January 2016. While 
organisations of all sizes participated, 60% worked for businesses 
with over 1,000 employees and turnover of US$100m or more.

While good models for profitability and cost analysis are often 
developed, O’Mahony says that the research showed this was 
often happening remotely from the business. The report highlights 
considerations for finance business partnering. It notes: ‘The 
development of a centre of excellence can release time previously 
used on the production of management information to now focus 
on providing insight and driving business decision making.’ 

He warns that remote analysis without involving local 
representatives – the business partners – risks missing a lot of the 
story. The research found that less than quarter of organisations 
employ a centre of excellence model but such a model can 
provide an effective bridge between finance and the business, 
supporting business ownership in a way that is difficult to achieve 
when activities are performed in a finance shared service centre. 
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A sharp eye on value: key points 

Research for this report focused on how the enterprise 
performance management (EPM) capacity provides business 
with insightful profi tability and cost analysis through 
appropriate people, processes and technology.

Profi tability and cost analysis should be developed within 
a performance management framework consisting of three 
core components. The other two components were the 
subjects of the fi rst two reports; Planning, Budgeting and 
Forecasting and Performance Reporting.

These three components can allow organisations to 
effi ciently and effectively analyse business costs, income and 
profi tability at multiple levels to make informed decisions. 

Most major organisations sell and service a broad range 
of products and services to a diverse customer base through 
multiple channels. Without profi tability and cost analysis, 
management is in the dark.

On a recent assignment KPMG found that 20% of its 
client’s branches were delivering 60% of the profi t and 20% of 
customers did not generate a profi t.

The report has three calls for action:

1. Strengthen the quality and depth of insights
Key profi tability and cost decisions should be focused on 
what products and services are offered, who they are sold 
to and how and where they are sold and serviced effi ciently. 
Enterprises focusing transparency and action on customer 
and channel profi tability have a real opportunity to strengthen 
their fi nancial performance.

2. Design and build a model for efficiency
The data model needs to align to both business and fi nance 
needs; to remain relevant the model should be reviewed as 
part of the annual strategic planning cycle unless triggered 
sooner by a particular event.

3. Optimise the organisation model
A centre of excellence for profi tability and cost analysis can 
provide the organisational capability for a step increase in 
quality of output and operating effi ciency; while business 
areas should own the data and insights, fi nance should ensure 
integrity and consistency across the organisation.

For more information:

Download the full report, Profi tability and Cost Analysis: an 
eye on value, at: bit.ly/1PnmhER

See the articles on the previous two joint ACCA and 
KPMG research reports, on budgeting, and performance: 

October 2015, page 39; March 2016, page 38

It also means they can’t price goods effectively, because they don’t 
know the real cost of selling them by specifi c channel. O’Mahony 
says: ‘In some businesses there remains at best a stubborn focus 
on product and service profi tability. This myopia is dominating 
fi nancial reporting, while the customer and their buying habits 
remain mysteriously absent from management reports.’ ■

Peter Williams, accountant and journalist
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Career boost
When it comes to motivating your team it’s not about the money, says career 
doctor Rob Yeung; plus the perfect etiquette for communicating

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: leadership

What can you do as a leader to 
motivate your team? Perhaps 
surprisingly, pay and benefi ts 
are only poorly correlated with 
organisational performance. 

There are many instances of 
organisations that offer below-
average pay yet achieve top-quartile 
performance within their sectors. 
Conversely, there are examples of 
organisations that pay extremely well 
yet achieve only middling results.

Employee performance is more 
driven by how they feel about the 
organisation and their work than 
how much they are paid. Research 
mostly agrees on three factors that 
help employees to perform well. I 
like to cluster the components using 

the acronym RATS, which stands for 
relatedness, autonomy/trust and skills 
mastery. Let’s examine each in turn.

* Relatedness Employees need to feel 
that they are socially connected and 
important to the people around them. 
For example, organisations in which 
most employees feel that they have 
a best friend at work tend to perform 
better. The implication for leaders: 
don’t just focus on getting the work 
done; aim to foster friendships between 
employees, too.

* Autonomy/trust Employees feel 
more engaged and are more 
productive when they have a sense of 
autonomy. While it may be necessary 
to tell individuals what they need to 
accomplish, it may be better to give 

them signifi cant scope in how they 
go about achieving goals and 
objectives. Put another way, be sure 
as a leader to focus most of your 
attention on outputs rather than 
inputs. By all means agree on targets 
but allow team members signifi cant 
freedom in how they work. If they 
are getting the work done, does it 
matter if they arrive late, leave early 
or work from home sometimes?

* Skills mastery Nearly everybody 
gets a thrill out of feeling that they 
are getting better at something. 
To boost the motivation and 
performance of your team, give 
them tasks that will challenge and 
stretch them. Then give them 
support so that they are genuinely 
mastering new skills. Remember, 
though, that not everyone learns 
at the same pace; you need to 
establish people’s levels of skill 
and confi dence before setting 
challenges that will appropriately 
expand their capabilities.

You may hear management gurus 
speaking about the need for 
transformational or visionary leadership 
or using other similarly lofty or 
jargon-laden terms. Yet the underlying 
principles of effective leadership are 
simple. Help people to feel socially 
connected. Trust your employees and 
give them autonomy in doing their 
work. And develop their skills. ■

For more information:

talentspace.co.uk

twitter.com/robyeung

Leading skills

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung5
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The perfect: communicator 

We start talking at about three years old and way before that manage to put across our 
wants and needs with little more than a winning smile and a pointing finger. By the time we 
enter the workplace, we’re proficient communicators, surely? Well, no.

In a management or team context, the pitfalls include: giving instructions without 
thinking through what details or extra information the listener might need; speaking with an 
inappropriate level of emotion – when angry, impatient or even apologetic about an instruction 
or request, say; and explaining a subject or task too briefly and without enough clarity.

Communicating effectively 
needs forethought and active 

planning, as well as clarity, 
empathy for the listener and 

a willingness to answer 
questions and address 
obstacles or objections. By all 
means use humour to engage 
people, but don’t use it as a 
way to fob them off. If you’re 
after a particular outcome 
from an individual, ask them 
what extra support they may 

need to achieve it. 
The best communicators 

are not necessarily the 
most fluent or impressive. 

They are the individuals and 
managers who take the time 

to eliminate ambiguity, provide 
extra resources and information, 
and make themselves available. 

Crucially, they also know when to 
pipe down.

Future skills worry
Nearly half (47%) of CFOs 
are concerned that their 
finance function lacks the mix 
of capabilities that will be 
needed to meet the demands 
of the organisation’s future 
strategic priorities. 

Research by EY, entitled 
The DNA of the CFO, has 
found that CFOs are under 
intense pressure to balance 
the delivery of strategic 
goals with their operational 
responsibilities and the need 
to devote time to compliance, 
controls and costs.

They must also stay attuned 
to technological advances 
to understand how those 
can benefit both the finance 
function and the organisation 
more broadly. Some 58% of 
finance leaders said they need 
to build their understanding of 
digital, smart technologies and 
sophisticated data analytics. 
And 57% of group CFOs 
believe the delivery of data 
and advanced analytics will 
become a critical capability 
for the finance function. 

For more on skills for the 
future, see accaglobal.com/
thefuture.

UAE’s overtime norm
Financial services professionals 
are among the overwhelming 
majority of workers in the UAE 
who are not compensated for 
working overtime. According 
to the 2016 Morgan McKinley 
working hours survey, 90% of 
UAE workers do not get extra 
pay or time off in lieu for the 
additional hours they put in.

In the survey of more than 
300 professionals across a 
wide range of sectors, financial 
services had the biggest 
representation (17%).

It seems normal for 
UAE professionals to work 
beyond their contracted 
hours. Seven out of 10 work 
longer than their contractual 
hours and feel obliged to. 
Just 27% of respondents said 
they generally work their 
contracted hours. Nearly a fifth 

(18%) said they are always too 
busy to take a lunch break.

Regional headaches 
Just over half (51%) of 
UK-based CFOs and FDs 
believe coping with ‘regional 
differences’ is the most 
important requirement 
for planning, according 
to a survey by business 
process software supplier 
Accountagility.

The finding suggests that 
adapting to variations in 
compliance regimes, legal 
structures, management 
culture and levels of IT support 
is critical for effective financial 
planning and reporting.

Robert Gothan, CEO and 
founder of Accountagility, said: 
‘By adding more flexibility 
to their processes and tools, 
finance teams can ensure 

that planning and reporting 
reflect real-time accounts and 
forecasts, and unlock accurate 
business insights to help drive 
performance more effectively.’

HK exports accounting
Hong Kong exported 
accounting services worth 
US$195m in 2014, up slightly 
on 2012, according to 
research by the Hong Kong 
Trade Development Council. 
Mainland China is Hong 
Kong’s largest market for 
accounting services, which 
include statutory audit and 
investment-related advisory 
services, such as due diligence 
and tax advice.   

There are four types of 
enterprise on the Chinese 
mainland that use Hong 
Kong’s accountancy services: 
multinationals, Hong Kong-

registered companies 
investing (or intending to) 
in the mainland, mainland 
businesses listed in Hong 
Kong, and mainland businesses 
expanding internationally.

In 2014, China’s Ministry of 
Finance issued new rules for 
foreign accountancy firms that 
perform audits of mainland 
Chinese businesses that 
intend to list offshore; Hong 
Kong firms were exempted for 
audits of mainland companies 
that are applying to list or are 
already listed on the Hong 
Kong Stock Exchange, subject 
to certain conditions on 
working papers and staff. ■

Sally Percy, journalist

For more information:

accacareers.com
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Time to get agile
Industries that get complacent are under threat. By the time they spot the disruptors, it 
might be too late. Tony Grundy looks at the salutary lesson of the banking sector

the transfer, but from the sender of the equivalent transfer. 
This process avoids costly currency conversions and other fees. 
Commission is as low as 0.5%, and the company’s Estonian 
founders have moved over US$4.3bn since they started.

All of these payment innovations are highly visible, allowing 
other players to consider how they might have a slice of the action. 
Apple is a good example; with its iPhone 6 it offers contactless 
retail payment for low-value transactions, with automated 
fingerprint identification, dispensing with chip and pin.

Twenty per cent of iPhone owners in the US have used this 
system. While this is not a landslide, sooner or later you can 
imagine that someone, somewhere will find a way to remove the 
behavioural frictions 
that often delay, but 
don’t stop, a strategic 
breakthrough from 
coming along. It may 
be only a matter of 
time before chip and 
pin is completely 
chipped away.

Banking is a mature industry that is becoming 
increasingly vulnerable in terms of competition. The 
continued success of new contenders and advances in 

fintech are threatening a market that been complacent in its 
mindset, making it vulnerable to new entrants to the market.

One such contender is PayPal. The online payments giant 
was founded in 1998, acquired by eBay in 2002, and by 2014 was 
moving US$228bn around the world and generating revenue of  
US$7.9bn. In 2015 it split from eBay.

In 17 years PayPal has seen more change in its business value 
system and financing than some traditional companies see in 50 
years. Disruptors are very agile both strategically and structurally.

Prior to PayPal and the like, payments were exclusively carried 
out by banks, although there were no regulatory or operational 
reasons preventing others doing this. As they proved, fintech 
companies could in fact do it more efficiently and cheaply.

Then there are the money transfers. This part of the market has 
seen the arrival a number of competitors, including TransferWise, 
WorldFirst and Moneycorp, all based in the UK. Under the banks’ 
system, the customer chooses a recipient and a currency, the 
money to be transferred is taken from his or her account, the 
transferring company charges for the service, and some time later, 
the recipient receives the payment in the chosen currency.

But TransferWise, for example, routes the payment quite 
differently. Instead of transferring the sender’s money directly 
to the recipient, it redirects it to the recipient of an equivalent 
transfer going in the opposite direction. Likewise, the 
recipient receives a payment not from the sender initiating 

Traditional banks 
seem to be just 

watching this 
competitive 

erosion rather 
than counter-

attacking 
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Google Wallet (so far only available 
in the US) has also entered the market, 
enabling payments via email and an app. 
Funds need to be put into the Wallet 
from a linked bank account or credit card.  
Meanwhile, Samsung has launched its 
mobile wallet, Samsung Pay, in Spain – its 
fi rst European destination after its launch 
in Korea and the US last year.

My fi nal example is M-Pesa. This online banking system, 
which exclusively uses smartphone technology, was launched in 
2007 in Kenya, inspired by the realisation that people were using 
mobile phone airtime as a proxy for money transfer. 

M-Pesa is a very simple system for depositing and 
withdrawing money, making payments and transfers with low 
charges. Some 17 million people in Kenya are signed up. So far, 
attempts to replicate this in markets such as South Africa and 
India have had mixed success. But it seems that it is only a matter 
of time. 

Meanwhile traditional banks seem to be just watching this 
competitive erosion rather than counter-attacking. Charles 
Handy, a professor at London Business School, used the boiling 

frog metaphor to illustrate what happens 
to organisations who choose to ignore 
weak signals in the wider, competitive 
environment: if you throw a frog into 
boiling water it jumps out; if you put it 
in warm water and gradually heat the 
water up, it will do nothing and boil 
to death. By the time the banks have 
realised the danger, it will be too late and 

they are ‘cooked’. But rather than fi xate on the threats, they need 
to see the opportunities that have been created and tailgate on 
a fertile market. ■

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

Metro Bank gets it right

See Tony Grundy on how Metro 
Bank’s innovative business model 
has led it to become a UK household 
name bit.ly/Grundy-Metro

For more information:

tonygrundy.com

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

Find out more about Gajendran Vyapuri’s 
journey and his expectations for the 
future in a fast-moving, digital economy 
at bit.ly/ACCABigInterview

Gajendran Vyapuri has been in EY’s 
assurance practice for 20 years.

In this time he has travelled 
extensively, fl ying over dense jungle to visit 
far-fl ung mines and working with people from 
diverse backgrounds and cultures. Team work and 
‘connecting with people’ is at the heart of what he 
does: ‘Together, we can do wonders,’ he says.

And his advice to others? Don’t worry about the 
small things that don’t actually make a difference.

Take one
As an assurance partner at EY in Singapore, Gajendran Vyapuri FCCA relishes the global 
mobility that his role and the ACCA Qualifi cation afford him
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Rotten TOMs
For many businesses, embarking on a lengthy, messy and often toxic takeover  
or merger may not be the right way to move forward, says David Parmenter

who like to stick the knife in. Some could say they are 
addicted to this behaviour. The result is quite interesting; the 
merged company very soon becomes dysfunctional as more 
and more of these caustic managers rise to the top. These 
managers do not live and breathe the organisation; the ones 
who did have long since left.

* Salary costs There are many financial time bombs that impact 
shareholder value. Severance packages can create further 
waste, as staff members – especially the talented staffers 
– leave before generous severance terms disappear. So to 
retain such people, further salary incentives need to be made 
that create further pressure on the bottom line. 

* Lack of time A merger is like an auction where the buyer rarely 
has more than a cursory look at the goods before bidding. It 
is important not to limit due diligence in the haste to close the 
deal, as you tend to know less about each other than you think. 
The dirty laundry often takes years to discover and clean. ■

The pursuit of growth through takeover or merger 
(TOM) has made a small, select group of executives, 
investment banks and consultants very wealthy while 

diminishing the wealth of a vast number of shareholders. 
Why do so many TOMs fail to deliver the perceived synergies 
and cost savings?

* Synergies First of all, the synergy calculations are flawed. 
KPMG’s research, published in 1999, found that ‘83% of 
mergers were unsuccessful in producing any business benefit 
as regards shareholder value’. The simplistic view that savings 
can easily be made by removing duplication (finance, HR 
and IT etc) is flawed logic. It can take up to four years to 
merge the information technology platforms together, and 
even when this is achieved, many of the future efficiency and 
effectiveness IT initiatives have been put on the back burner.

* Customer focus There is no better way to lose sight of the 
goal than a merger. Merging the operations will distract 
management and staff from the basic task of making 
money. While meeting after meeting occurs and sales staff 
focus on their futures, customers are left vulnerable to your 
competitors’ approaches. 

* Culture clash Managing the aftermath of a TOM is like 
herding wild cats. Where have you seen cultures merged 
successfully? In reality, one culture tends to take over another. 
This is fine when one is fundamentally flawed. However, in 
many mergers, both entities have cultures that work. Now you 
have a problem. Many competent staff members may choose 
not to stay in a culture that does not suit their working style.

* Heartless How long does it take for a company to develop 
a heart? This is more than just the culture; it includes the 
living and pumping lifeblood of the organisation. In my 
opinion it takes years. The merged organisation can be kept 
on life support but, just like a critical patient, it is effectively 
bedridden and will be in intensive care for some time.

* Survival of the unfittest I have a theory that the main 
beneficiaries of a merger are the piranhas – those managers 

Next steps

1. Read KPMG’s Mergers and Acquisitions: Global 
Research Report 1999 

2. Email me (parmenter@waymark.co.nz) and I will send 
you a ‘takeover or merger scorecard’ 

3. If pressured to undertake a TOM, investigate the 
investment bank’s success rate and critique their dubious 
cost saving calculations; they may well be wrong.

For more information:

davidparmenter.com

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance
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Related issues
There are inherent risks with transactions between related parties. 
Graham Holt describes the requirements of IAS 24 and IFRS 11

Related party relationships 
are a natural feature of 
business activity and could 
have an effect on the 
financial performance and 
position of an entity because 
of related party influence. 

it was inherently inconsistent 
and too complex to apply in 
practice because it included 
multiple cross-references that 
were difficult to interpret. 

The International 
Accounting Standards Board 
(IASB) therefore simplified the 
definition of a related party 
whilst providing relief for 
government-related entities 
as regards the amount of 
information such entities 
needed to disclose.

A related party can be a 
person or an entity. Therefore 
the standard separates the 
definition of a related party 
into two parts. First, a related 
party can be a person or 
a close member of that 
person’s family where that 
person has control or joint 
control or significant influence 
over the reporting entity 
or is a member of the key 
management personnel. 

Second, IAS 24 sets out 
several conditions where an 
entity is related to a reporting 
entity. Examples of these 

Exclusions
The definition of a related 
party includes joint ventures 
but not joint operations. The 
list of related parties in IAS 
24 is exhaustive and joint 
operations are not included 
in that list and are therefore 
outside its scope. The 
exclusion is not discussed 
in the standard but it is 
consistent with the principle 
that joint operations are 
viewed as part of the entity 
itself. It is also consistent with 
IFRS 12, Disclosure of Interests 
in Other Entities, which does 
not require summarised 
financial information for 
joint operations. 

Additionally, under IFRS 
11, Joint Arrangements, each 
of the transactions, assets and 
liabilities of a joint operation 
is attributable to one or other 
of the participants and each 
participant recognises the 
amounts in its own financial 
statements. Since these 
transactions are viewed 
as the participant’s own 

transactions, a participant in a 
joint operation does not need 
to disclose transactions with 
the joint operation entity as 
related party transactions.

In formulating the 
definition of a related party, 

Even if there are no 
transactions between related 
parties, their existence 
may affect transactions of 
the reporting entity with 
other parties because of 
significant influence. There 
is an inherent risk that 
transactions with a related 
party might be on favourable 
terms with a potential 
impact on profitability. 
Related party disclosure 
can contain important 
stewardship information.

The United Nations 
Conference on Trade and 
Development (UNCTAD) 
guidance on good corporate 
governance recognises that 
disclosure of related party 
transactions and any related 
party relationships where 
control exists should be 
disclosed as well as disclosure 
of the decision-making 
process for approving related 
party transactions. 

Although IAS 24, Related 
Party Disclosures (2009), sets 
out the scope of related party 

disclosures, it does not apply 
to the measurement of related 
party transactions. Prior to the 
current standard, the definition 
of a related party in IAS 24 had 
been the subject of criticism 
because some believed that 

are where the entity and the 
reporting entity are members 
of the same group, where one 
entity is an associate or joint 
venture of the other and where 
both are joint ventures of the 
same third party.

the IASB adopted the specific 
approach, which it outlined 
in the ‘Basis for Conclusions’. 
When an entity assesses 
whether two parties are 
related, it should interpret 
significant influence as being 
equivalent to the relationship 
that exists between an entity 
and a member of its key 
management personnel. 
Thus significant influence and 
key management personnel 
relationships are treated as the 
same level of closeness. 

However, the IASB 
goes on to state that such 
relationships are not as close 
as a relationship of control 
or joint control. All direct 
relationships involving control, 
joint control or significant 
influence are related party 
relationships. Further if one 
entity (or person) controls (or 
jointly controls) a second entity 
and the first entity (or person) 
has significant influence over 
a third entity, the second and 
third entities are related to 
each other. Conversely, if » 
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two entities are both subject 
to significant influence by the 
same entity (or person), the 
two entities are not related 
to each other. Finally, if one 
party is related to a second 
party, the second party is 
also related to the first party 
because of the symmetrical 
nature of their relationship. 

Relationships between 
a reporting entity and a 
corporate investor and 
between a reporting entity 
and an individual investor are 
treated in the same manner. 

transactions before or after 
these relationships started or 
ended. However, para 18 of IAS 
24 states that ‘if an entity has 
had related party transactions 
during the periods covered 
by the financial statements, 
it shall disclose the nature 
of the relationship as well 
as information about those 
transactions and outstanding 
balances, including 
commitments, necessary 
for users to understand 
the potential effect of the 
relationship on the financial 
statements’. 

Sufficient disclosure
The principle to be applied 
is whether there has been 
sufficient disclosure made to 
enable users to assess the 
potential impact of related 
party transactions on the 
entity’s financial position and 
performance. Also, regardless 
of whether there have been 
transactions between a parent 
and a subsidiary, an entity 
must disclose the name of its 

the effect that intragroup 
related party transactions 
between an investment entity 
and its subsidiaries that 
are measured at fair value 
through profit or loss, are 
not eliminated in the group 
financial statements. 

As a result, transactions 
and any amounts outstanding 
between an investment 
entity and its unconsolidated 
subsidiaries are disclosed 
under IAS 24. Many 
jurisdictions have extensive 

management 
remuneration 
disclosure 
requirements, 
which may 
overlap with the 
requirements 
of IAS 24. 
The financial 
statements 
must include 
the disclosures 
required by IAS 
24, but only have 
to include the 
additional local 

parent and, if different, the 
ultimate controlling party. 
Where parties become related 
after the date of the financial 
statements, but before the 
financial statements are 
authorised, it may constitute 
a non-adjusting event under 
IAS 10, Events After the 
Reporting Period. 

In determining whether 
a related party transaction 
exists, the substance of 
the relationship and not 
merely the legal form must 
be considered. IAS 24 gives 

Many accounting 
frauds have 

involved related 
party transactions 

and this has 
created concern 

among market 
participants

In analysing related party 
relationships, an individual 
and close members of that 
individual’s family are treated 
as one party as are members 
of the same group. A post-
employment benefit plan for 
employees of the reporting 
entity is considered to be a 
related party of that entity and 
the definition of a related party 
was extended by the Annual 
Improvements 2010-2012. 
This ‘improvement’ clarified 
that an entity providing key 

management personnel 
to the reporting entity is 
itself a related party of the 
reporting entity.

IAS 24 contains no specific 
exemptions for intragroup 
transactions in consolidated 
financial statements. When 
intragroup transactions are 
eliminated, they are not 
part of the group financial 
statements and are therefore 
not disclosed under IAS 24. 
However, the amendments to 
accounting standards relating 
to investment entities have 

jurisdictional disclosures if so 
specified in local law.

IAS 24 does not specifically 
state whether a related 
relationship should exist at 
the reporting date for the 
transactions to be reported. 
It is, therefore, not apparent 
whether all related party 
events and transactions for the 
period should be disclosed. 

Related parties relationships 
can commence and cease in 
the period, leaving questions 
as to whether disclosure 
should be made of the 

examples of situations where 
parties are not necessarily 
related. For example, entities 
may have a common member 
of key management or may be 
economically dependent upon 
each other but these situations 
do not necessarily mean 
that the entities are related 
unless there is some other 
connection. Similarly, two 
venturers are not necessarily 
related parties simply because 
they share joint control over a 
joint venture.  

Challenges
In some jurisdictions, entities 
face challenges in identifying 
and disclosing related 
party transactions among 
government-related entities. 
Government may not be able 
to exert sufficient influence 
over economic transactions 
with related parties or in some 
circumstances entities may not 
be able to identify government 
related entities. IAS 24 gives 
an entity exemption from the 
disclosure of transactions with 
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a related party that is either a 
government that has control, 
joint control or significant 
influence over the entity or is 
another entity that is under 
the control, joint control or 
significant influence of the 
same government as the 
entity. If the entity applies the 
exemption, then there are 
alternative disclosures which 
must be made.

Many accounting frauds 
have involved related party 
transactions and this has 
created concern among 

market participants about 
appropriate disclosures 
and the auditing of those 
transactions. These 
types of transactions are 
considered to pose an 
increased risk of material 
misstatement in financial 
statements. 

Partially, as a result of these 
concerns, the US Securities 
and Exchange Commission has 
approved a Public Company 
Accounting Oversight 
Board standard on auditing 
transactions with related 

parties. As a result, companies 
will need to revisit the controls 
they have in place to identify, 
account for and disclose 
related party transactions. 

In order to meet some 
of the recent requirements, 
auditors will need 
management assistance. 
For example, for any related 
party transactions that require  
financial statement disclosure 
or represent a significant risk, 
the standard makes explicit 
that auditors will have to 
evaluate the ability of the 

related parties to meet any 
financial obligations. Clearly, 
such transactions should be 
viewed with increased auditor 
scepticism. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
Business School
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Technically speaking
Aidan Clifford provides a monthly roundup of the latest developments in audit, financial 
reporting, tax, access to finance and law

Irish credit union audits
With credit unions both 
converting to FRS 102 and 
implementing the new Central 
Bank regulatory requirements 
this year, 2016 could be 
a particularly difficult one 
for credit union audits. To 
assist auditors, the Financial 
Reporting Council (FRC) has 
issued a revised guidance note 
on the audit of credit unions 
in Ireland. 

See bit.ly/FRC-ICU-audit 
for more details. 

EU audit exemptions
FEE, the European 
accountants’ federation, has 
prepared a summary of audit 
exemptions across the EU.  

Finland is the standout, 
with audit exemption available 
only for entities with maximum 
turnover, balance sheet and 
employee head count of 
€100,000, €200,000 and three 
respectively. Germany has one 

of the highest limits, with €6m, 
€12m, and 50 respectively. 
Ireland has €4.4m, €8.8m and 
50 respectively, which are also 
the mean numbers for the 
EU. The UK’s limits are £5.1m 
(€6.5m), £10.2m (€13m) and 
50 respectively. 

The summary is available at 
bit.ly/audit-exempt-EU.

Audit review reports 
The 2015/16 quoted company 
audit monitoring visit 
outcomes in the UK have 
just been published. The 
reports set out the principal 
findings arising from the 
reviews of BDO, Deloitte, 
EY, Grant Thornton, KPMG 
and PwC audits. While the 
findings relate to the large 
quoted company sector, 
they have application for all 
audit practices. 

BDO UK was advised to 
improve its procedures for 
revenue audit and controls 

testing, to improve its 
communication with audit 
committees, to improve its 
response to fraud risk through 
more targeted testing of 
journals, and to address 
controls over independence 
breaches and quality control 
systems. Four of the eight 
BDO files reviewed were noted 
as requiring improvements. 

Deloitte UK was advised 
to challenge management 
better in areas of judgment, 
in particular impairment 
reviews and judgmental 
valuations. Improvements 
were also recommended 
in its audit approach in the 
areas of revenue, inventory, 
and defined benefit pension 
scheme balances and 
disclosures. Deloitte was also 
advised about reporting to 
audit committees and the 
engagement quality control 
review process. Four of the 
22 Deloitte files reviewed 
were noted as requiring 
improvement. 

EY UK was also advised 
to challenge management 
better in areas of judgment, 
in particular impairment 
reviews and provisions. Its 
audit of revenue, tests of 
controls, communication 
with audit committees and 
independence policies were 
also mentioned. Three of the 
20 EY files inspected required 
improvement. 

Grant Thornton UK was 
advised to ‘raise its audit 
quality benchmark for 
partners’, and to strengthen 
its audit quality monitoring 
arrangements and the 
direction, supervision and 
review of group audits. 
Like other firms, it was also 
advised about ethical and 

independence matters and 
communication with audit 
committees. Finally GT 
was advised to be more 
precise about describing 
audit procedures in 
audit reports. Overall GT 
showed a considerable 
improvement over 2015, with 
just one of the seven GT 
audits reviewed requiring 
improvement; in 2015, two 
required improvement and 
three required significant 
improvement out of a sample 
of eight. 

KPMG UK was advised 
of similar issues to the other 
firms: to improve the audit 
of revenue and to challenge 
management better in areas 
of judgment, in particular 
valuations, impairment 
reviews and provisions. Also 
mentioned was the provision 
of non-audit services and the 
work of its specialists. KPMG 
was reminded to address 
findings from internal and 
external quality reviews and 
to monitor their effectiveness. 
KPMG was given the lowest 
overall assessment in the 
current batch of reports, with 
two of its audits requiring 
significant improvements and 
six requiring improvement 
out of a total sample of 22 – a 
slight deterioration on the 
2015 outcomes. 

PwC UK had a similar 
list of key findings to the 
other firms: to integrate 
data analytics better into 
the audit of revenue and 
to challenge management 
better in areas of judgment, 
in particular impairment 
reviews and tax provisions. 
The audit of complex supplier 
arrangements and fraud risk 
when testing journals were 

Aidan Clifford is advisory 
services manager, 

ACCA Ireland
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also mentioned. Like the 
other firms, PwC was advised 
about independence and 
communication with audit 
committees. Four of the 25 
PwC files inspected required 
improvements. 

See bit.ly/FRC-qual-review 
for more details. 

Company law offences
Revised guidance for auditors 
reporting to the Office of 
the Director of Corporate 
Enforcement (ODCE) is 
now available. 

The guidance aims to 
assist statutory auditors in 
determining whether they 
have a duty to report to the 
ODCE under section 393 
of Companies Act 2014. 
It also highlights areas of 
company law in which, should 
a reportable offence occur, 
relevant information may 
come to the statutory auditor’s 
attention in the course of 
normal audit procedures. 

See bit.ly/CA-offences for 
more details.

Audit monitoring visits
A number of practices have 
reported that they were unsure 
of the outcome of their audit 
monitoring visit. 

The compliance officer will 
be happy to clarify by phone 
or email exactly what the 
outcome was and what that 
means, but the outcome letter 
itself should be very clear. 

An overall satisfactory visit 
will usually have the words: 

‘While the overall outcome 
on your firm’s compliance 
with auditing standards was 
satisfactory, some deficiencies 
were found.’ A satisfactory 
outcome is the top grade, 
and usually means a six-year 
follow-up visit, the maximum 
allowed by law. 

Even where satisfactory 
outcomes are achieved, the 
practice will be asked to put 
an action plan in place to 
address any deficiencies. 

In descending order, 
the next level of outcome 
is still satisfactory and uses 
wording along the lines of: 
‘While the outcome of the 
visit on the conduct of audit 
work was satisfactory, there 
were some weaknesses in the 
performance and recording 
of the work, which were 
significant on some files.’ 
This is a pass, but will usually 
trigger a four-year follow-up 
visit and a detailed action plan 
requirement. 

The level of outcome below 
this will state: ‘Your audit 
work was not of a satisfactory 
standard.’ It will result in a two-
year follow-up and will need a 
robust action plan. 

The worst-level outcome 
is a referral to a committee. 
This happens only when there 
is a serious breach of law 
or regulations, or repeated 
unsatisfactory outcomes over 
a number of visits or a very 
unsatisfactory single visit. 

It is recognised that no 
auditor is perfect. ACCA 

and the other 
professional bodies 
grade a firm on the 
average file rather 
than the worst file. 

If you had an 
unsatisfactory 
monitoring visit, 
you are welcome 
to access ACCA’s 
advisory services 
to assist in 
getting back on 
track. It is best 
to make contact 
at the earliest 

opportunity – ideally, when 
the first unsatisfactory grade 
is obtained. Members are also 
welcome to contact advisory 
services if they are expecting 
a monitoring visit and wish to 
prepare. This is particularly 
important if it is your first visit. 
It is also preferable to make 
contact as early as possible 
to allow time to implement 
any additional procedures 
or correct any matters that 
might be an issue during the 
monitoring visit.  

Grant disclosure
The Department of Public 
Expenditure and Reform 
has issued a revised circular 
requiring all entities in receipt 
of any grants from any 
government agency to make 
additional disclosures in their 
financial statements. 

The circular applies to 
recipients of Pobal, local 
council, Health Service 
Executive (HSE) and other 
funding. The additional 
disclosures include salary and 
a breakdown of income and 
expenditure by project. 

ACCA recommends 
that preparers of financial 
statements covered by this 
circular include the additional 
disclosures in an appendix 
rather than within the main 
financial statements. 

When the disclosures 
are made in an appendix, 
an auditor will be able to 
discharge their responsibilities 
by analytically reviewing the 
numbers rather than ‘ticking 
and bashing’ them as they 
would if they were in scope of 
the audit report. 

You can find the circular at 
bit.ly/grant-disclose. 

 
Late returns
There are reports that bulk 
applications to the District 
Court to deem late annual 
returns ‘on time’ on account of 
‘administrative oversight’ have 
been granted. 

The Companies 
Registration Office (CRO) 

Members are 
welcome to 

contact advisory 
services if they 

are expecting an 
audit monitoring 
visit and wish to 

prepare

has warned that it will object 
to applications where ‘the 
supporting facts do not 
explain or verify why it was not 
possible to deliver the annual 
return to the CRO within the 
time permitted’. 

Administrative oversight 
has the advantage of not 
lending itself to requiring 
supporting documentary 
proof, but it is unlikely that 
judges will allow it in future 
if there is an objection from 
CRO, so more detailed 
excuses will have to be given. 

Audit oversight
In Ireland the professional 
accounting bodies regulate 
their auditors under the 
supervision of the Irish 
Auditing and Accounting 
Supervisory Authority 
(IAASA). From 17 June 2016 
this is changing to direct 
supervision by IAASA of 
public interest entities (PIEs), 
although the delegated state 
supervision model will remain 
in force for all others. PIEs 
are generally Irish-registered 
main market debt or equity 
quoted companies.  

The change is a result of 
the EU audit directive. The 
corresponding statutory 
instrument will replace SI 220 
of 2010. 

IAASA will be responsible 
for overseeing quality 
assurance inspections and 
investigations of statutory 
auditors and audit firms of 
PIEs and their audits of PIEs. 
It will also be able to impose 
sanctions on statutory auditors 
and audit firms as a result of 
its investigations

Where IAASA is satisfied 
that a recognised professional 
accounting body has failed 
to carry out a task, it can take 
that task over itself if it is in the 
public interest to do so. 

Each year IAASA will 
publish a report on its 
oversight role with an activity 
report on the tasks it and the 
recognised accounting bodies 
have carried out that year. ■
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Tax update
Cora O’Brien takes a look at proposals for a new budgetary process, as well as further 
developments in online services and measures to enhance VAT registration

Enhanced  
payment services
Revenue has been working 
on further developing its 
online services over the past 
year as part of its customer 
engagement strategy. We 
have highlighted some of 
these key developments in Tax 
Update. These included the 
new electronic tax clearance 
regime, myAccount and the 
myEnquiries email service and 
extension of pre-population 
of returns to include RCT.

In its latest development, 
Revenue has upgraded its 
online payments services 
to increase the range of 
taxes that can be paid online. 
The changes are relevant 
for businesses and agents 
that use ROS, and also for 
PAYE taxpayers who are 
not ROS-registered. 

A detailed eBrief on how 
to make a payment using 
the service is outlined in 
Revenue eBriefs numbers 
56 and 57 of 2016, which are 
available on the Revenue 
website. A summary of 
the key implications of this 
development is outlined here:  

* Taxpayers who are not 
registered for ROS will 

now be able to pay a broad 
range of taxes online via 
the MyAccount service. 
As we have detailed in 
previous editions of this 
article, MyAccount is 
an online access point, 
where taxpayers who are 
not registered for ROS 
can manage their taxes 
online. Taxpayers can now 
pay 23 different taxes 
online and pay interest 
and penalties for late 
payments, if due. Taxpayers 
have a number of choices 
in how to pay their taxes, 
including paying by debit 
card/credit card, or via a 
single debit instruction.

* Up to now, businesses 
and tax agents who use 
ROS have been able to 
pay a range of taxes online. 
It will now be possible to 
pay an additional 13 taxes 
via ROS. It will also be 
possible to pay settlements 
arising from a Revenue 
audit. It is anticipated that 
a further enhancement will 
be made to the service 
later this year to enable 
tax agents to arrange 
payment of clients Capital 
Acquisitions Tax (CAT) 

liabilities on ROS. 
The current ROS 
facility has limited 
payment options 
where a tax agent 
does not operate 
a “client account”.

* A new 
development has 
been made to 
allow filing and 
payment of natural 
gas carbon tax 
(NGCT) and solid 
fuel carbon tax 
(SFCT) via ROS. 

VAT registrations 
package
Revenue recently announced 
a package of measures 
to enhance the VAT 
registration process at the 
Tax Administration Liaison 
Committee (TALC). The 
plans focus on reducing 
the number of paper 
tax registrations in the 
system and minimising 
incremental requests for 
information to support a 
registration application. This 
in turn should improve the 
turnaround time for issuing a 
VAT number for businesses. 
This package involves:

* Migrating more paper-
based tax registrations 
to the online/
eRegistration platform.

* Commencing the 
movement of non-resident 
registrations to the 
eRegistration platform 
by enabling “low-risk” 
registrations; for example, 
employer registrations 
to be made online.

* Developing a checklist 
of typical information, 
Revenue will seek to 
support a VAT registration 
application that you can 
submit at the time you 
apply for a VAT registration.

* Making more of the 
fields on the eRegistration 
application mandatory 
to minimise follow-up 
requests for information 
from Revenue. 
These developments are 

expected to be rolled out on 
ROS in the first half of 2017.  
More electronic developments 
are expected in the coming 
months. These include:

* A redesign of the Revenue 
website with new online 

screens and updating of 
content to make it easier 
to access and understand. 

* An eForm 12A to enable 
individuals to apply for 
tax credit certificates 
online and add new 
employments or pensions 
to their Revenue records.

We will keep readers updated 
on the latest developments.

Guidance on VAT/RCT 
for school boards 
Revenue has had a keen 
focus on construction activities 
over the past year in its 
National Construction Project. 
Over the course of the project, 
Revenue has focused closely 
on checking whether the 
RCT and VAT reverse-charge 
rules are correctly operated 
by principal contractors.

Boards of management 
in schools can be involved 
in construction projects or 
engaging workers to carry 
out repairs and maintenance 
work, bringing them within 
the scope of the RCT/VAT 
reverse-charge rules. This can 
be quite a complex area for 
school boards to navigate 
and Revenue has recently 
enhanced its guidance for 
boards of management to try 
to make it easier for them to 
understand their obligations. 

The new guidance includes 
a list of the most common 
types of expenditure the 
board may incur and their tax 
treatment. It also includes 
information on how to register 
and file ROS. The new guide is 
available on the website.

Reform of  
budgetary process
A key element of the 
Programme for a Partnership 

Taxpayers 
can now pay 

23 different taxes 
online and pay 

interest and 
penalties for late 
payments, if due
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Government is reform 
of the current budgetary 
process. The framework for 
this process was outlined 
by the minister for finance 
in late May and contains 
a number of important 
steps that will influence the 
timeline for development 
of tax policy measures 
for Budget 2017.

* In June 2016, the 
Government’s Spring/
Summer Economic 
Statement will be 

published. This will be 
followed by a national 
economic dialogue.

* A mid-year expenditure 
report will be published 
in July. 

* Papers of the inter-
departmental tax strategy 
group will be circulated 
to relevant oireachtas 
committees in July.

Minister Noonan has 
described the new process 
as a shift to more ongoing 
and active engagement 

with the Oireachts on the 
development of policy and 
making budgetary debate 
more informed and effective.

Share-based 
remuneration
The Department of Finance 
consultation on the tax 
treatment of share-based 
remuneration closed on 1 July. 
This consultation followed 
from a commitment in the 
Programme for a Partnership 
Government to explore ways 

in which SMEs can reward 
key staff with share options. 
The consultation paper 
sought views on the current 
tax regime on share-based 
remuneration and suggestions 
on how the regime could be 
more effectively targeted. 
It will be interesting to see 
what developments will arise 
from the consultation. ■

Cora O’Brien is director 
of technical services at 
the Irish Tax Institute
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Tax diary
Financial professionals working in Ireland will need to take note of the following important 
dates and deadlines for July and August 2016, supplied by the Irish Tax Institute

Companies

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

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

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

Corporation tax
21 July 
Due date for payment of initial 
instalments of preliminary 
tax for ‘large’ companies 
with a financial year ended 
31 January 2017 (ROS 
extension to 23 July 2016).

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

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

Corporation tax
21 August 
Due date for payment of 
preliminary tax for companies 

with a financial year ended 
September 2016 (ROS 
extension to 23 August 2016).

Corporation tax
21 August 
Last date for filing corporation 
tax return and making final 
payment for financial year 
ended 30 November 2015 
(ROS extension to 23 August 
2016).  

Corporation tax
21 August 
Due date for payment 
of initial instalments of 
preliminary tax for ‘large’ 
companies with a financial 

year ended 29 February 
2016 (ROS extension to 23 
August 2016).

General

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

Professional services 
withholding tax
14 July 
F30 (PSWT) monthly 
return and payment for 
June 2016 (ROS extension to 
23 July 2016).

VAT
19 July 
Bi-monthly VAT 3 return 
and payment for May/June 
2016 (ROS extension to 23 
July 2016).

Relevant contracts tax
23 July 
Monthly RCT return and 
payment date (if required) 
for June 2016 (principal 
contractors file via ROS).

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

Professional services 
withholding tax
14 August 
F30 (PSWT) monthly return 
and payment for July 
2016 (ROS extension to 23 
August 2016).

Relevant contracts tax
23 August 
Monthly RCT return and 
payment date (if required) for 
July 2016 (principal contractors 
file via ROS).

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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► Payroll push
Self-employed specialists 
in the public sector could 
be affected by tighter tax 
regulations

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

Making tax digital 
The consultations continue 
to arrive on ‘making tax 
digital’. The proposals seem 
to place additional burdens 
on businesses. Do they fulfil 
the aims highlighted earlier 
in the year? As a reminder, 
the government continues to 
say that the reporting system 
will be much quicker, easier 
and far less burdensome 
than the current process, that 
keeping records digitally will 
reduce error, and the data 
will allow HMRC to focus 
its attention on the small 
minority of small businesses 
that are evading their taxes 
and not on those who are 
trying to get it right. 

What is your view? You 
can find more on ‘making tax 
digital’ and ACCA’s activities 
in this area at bit.ly/acca-tax.
You can continue to send 
your comments and views to 
advisory@accaglobal.com 
with a subject line ‘Making 
tax digital’.

HMRC guidance
HMRC has updated its senior 
accounting officer guidance 
(SAOG), including:

* a change of practice 
allowing submission of 
certificates by electronic 
means in addition to 
the currently accepted 
methods (SAOG 15600 
and 15700)

* new examples of how 
groups and aggregation 
should be applied (SAOG 
11280 and 11301)

* clarification on the inability 
to delegate the SAO role 
(SAOG 12100) and time 
limits for short or long 
accounting periods (SAOG 
13410 and 15710)

* clarification about when 
requests for extensions 
to time limits for SAO 
notification or certificates 
will be considered (SAOG 
13100 and 15700)

* clarification of the SAO 
role where a company is 
struck off (SAOG13500 
and 15900).

SAOG 15700 highlights that 
more time to file is not allowed 
‘simply because an SAO wants 
to submit one certificate 
covering a number of group 
companies whose financial 
years do not end on the same 
day. Companies and groups 
will be aware that the year 
ends are not coterminous and 
this situation does not arise 
from a sudden or unexpected 
event. SAOs should plan to 
provide a certificate to ensure 
that they meet the time limit 
for any particular company. 
This will be the date that the 
earliest certificate needs to 
be provided. If this is not 
possible the SAO can provide 
separate certificates.’

The manuals are at bit.ly/
hmrc-saog.

HMRC toolkits
HMRC has updated a number 
of toolkits for 2015/16. As with 
those issued for past years 
they include checklists for 
common errors. You can find 
them at bit.ly/ta-check.   

Consultations
IR35
The IR35 consultation has 
finally arrived. Off-payroll 
working in the public sector: 
reform of the intermediaries 
legislation sets out how the 
government intends to work 
with the self-employed. It 
is quite possible that this 

method of working could 
easily apply in the future to 
all in both the private and 
public sectors, though the 
consultation goes out of its 
way to state that this is for 
public sector ‘off-payroll 
engagements of workers’. 
The consultation is open 
until 18 August. There 
will then be a period of 
post-consultation analysis, 
and a further, technical 
consultation will take place, 
with legislation expected 
to apply from April 2017. 
This is clearly an ambitious 
timeframe that would leave 
many organisations and their 
software providers little time 
to change their systems. 
The key change is that the 
‘liability to pay the relevant 
employment taxes will 
move to the engager or 
the agency supplying the 
worker. This means public 
sector organisations and 
agencies supplying workers 
to the public sector will be 
responsible for: 

* deciding if the rules apply; 
and 

* calculating, reporting and 
paying the relevant taxes if 
they do.’

HMRC can then decide 
whether it feels that the rules 
have not been followed, and 
who is liable for any taxes and 
penalties. You can find this 
consultation at bit.ly/ir35-pub.

OECD recommendation
Two other key consultations 
are currently open. Tax 
deductibility of corporate 
interest expense, which is 
open for comment until 
4 August, is a detailed 
consultation on the new 
rules on interest deductibility 
that will apply from April 
2017 and are in line with 
the recommendations set 
out by the Organisation for 
Economic Co-operation and 
Development (OECD). More at 
bit.ly/1tax-corp. 

Introduction of secondary 
adjustments into the UK’s 
domestic transfer pricing 
legislation is open for 
comment until 18 August and 
affects large international 
entities. It highlights the 
secondary adjustments 
from the OECD transfer 
pricing guidelines – either 
constructive dividends 
or equity contributions. 
More at bit.ly/sec-adj. ■
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Credit where it’s due
Credit unions planning future investments in bonds need to ensure they are meeting 
regulatory requirements, explains Donal Coghlan

Ireland has one of the 
world’s largest credit union 
sectors per capita, with over 
three million members in 
more than 400 credit unions. 
As the 30 September year 
end approaches, they and 
their auditors will be using 
new guidance published 
by the Financial Reporting 
Council, and will need to 
take into account changes 
around some bank bonds. 

Understanding bonds 
Under Part 5 of the Credit 
Union Act 1997 (Regulatory 
Requirements) Regulations 
2016, a credit union may 
make euro-denominated 
investments in bank bonds. 
Bank bonds are defined as 
senior bonds issued by a 
credit institution and traded 
on a regulated market, where 
the capital amount invested is 
guaranteed by the issuer. 

It is very important that 
credit unions can confirm the 
bonds they are buying (or 
have already bought) comply 
with the regulations. The 
Credit Union Handbook sets 
out that ‘Credit unions are 
expected to have their own 
sound investment criteria and 
investment decision processes 
in place.’ Credit unions should 
check the European Banking 
Authority’s Credit Institution 
Register, or the Register of 
Credit Institutions maintained 
by the Central Bank of Ireland:

* bit.ly/reg-central-bank

* bit.ly/eba-eur-cred.
These lists provide a definitive 
answer in what can be a 
rather confusing environment, 
with bonds increasingly 
being issued by holding 
companies rather than the 
credit institutions themselves. 

As banking groups react to 
changing regulations, some 
recent issues have in fact been 
issued by holding companies, 
with names that sound similar 
to the credit institution they 
own, but crucially do not 
appear on the lists and are 
therefore outside current 
permitted investments. The 
chart above gives examples 
of banking names that issued 
senior debt that does not 
meet the requirements of 
current permitted classes of 
investments for credit unions.

New rules 
Under new European Union 
rules for bank resolution, 
changes are being made to 
the issuance mechanism for 
bank bonds by subordinating 
senior unsecured bank debt 
to depositors so that senior 
bondholders can be bailed 
in should a bank fail. Holding 

In the past In the future

Senior unsecured

Other 
capital

Other capitalEquity

Equity

Senior unsecured
Senior unsecured

EquityEquity

Other capital

Other
subordinated
debt

New style bank holding companies

companies and their debt are 
a central piece in this puzzle 
of bank resolution. The idea 
is that when large banks fail 
and their capital is wiped out, 
bondholders will take losses to 
recapitalise the bank.

Banks will issue senior 
unsecured debt out of the 
holding company, which 
funnels those funds down to 
the operating company. The 
holding company then owns 
the debt of the operating 
company, which can be written 
down under severe losses. 
Meanwhile, the operating 
company’s senior debt sold into 
markets remains unchanged. 

It is the form in the holding 
company that gives it structural 
subordination. This implies 
the proceeds of the debt are 
used to invest in subordinated 
instruments at the operating 
company. Awaiting clarification 
from the regulator, Irish banks 
have yet to issue via the holding 
company (Bank of Ireland and 
Permanent TSB already have 
this structure; AIB does not). 
Indications are that Irish banks 
will follow the UK example, but 
probably not before 2017. ■

Donal Coghlan is head of 
credit union services, Cantor 
Fitzgerald Ireland

Holding/parent companies 
that are not authorised  
credit institutions

Authorised credit institutions 
that are part of the wider 
banking group

Barclays Barclays Bank

Royal Bank of Scotland Group Royal Bank of Scotland

Holding 
company

Holding 
company

Operating
company

Operating
company
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Make sense of the figures
A CPD event co-hosted by ACCA Ireland and Microsoft enabled members to find out 
more about how big data and analytics will affect the role of the finance professional

ACCA Ireland was delighted 
to partner with Microsoft to 
host The Advanced Analytics 
Imperative on 9 June. The 
event was held at Microsoft’s 
campus in Leopardstown 
in south Dublin and came 
as a major ACCA survey 
revealed that 55% of 
finance professionals believe 
technology to be the most 
impactful driver of change 
for the finance profession in 
the long term.

Dermot Igoe, finance 
director at Microsoft EOC, 
welcomed more than 100 
ACCA members and guests, 
introducing the audience to 
Microsoft’s strategy and why 
data analytics is so important. 

Ronan Gavin, solution lead 
for big data and analytics at 
Microsoft Ireland, honed in 
on how strategic relevance 
and agility lead the way to 
competitive advantage, and 
how Microsoft analytic tools 
are accelerating the speed 
of business insight. He made 
the point that employees 

in the top 20% performing 
organisations spend 1.2 hours 
a week searching for the 
information they need. ‘People 
don’t want data, they want 
information, and the goal is to 
tell stories,’ he said. 

Steven Cochrane, head of 
data engagement at Paddy 
Power Betfair, talked through 
some real-life learnings and 
explained that the company 
uses analytics tools to 
deliver the best customer 
experience possible. 

‘Data can help you 
understand customers’ 
behaviour – what’s working or, 
more importantly, what’s not 
working,’ Cochrane explained. 

Alan Deery, CEO at New 
Horizons Ireland, highlighted 
how important it is to 
understand the story that the 
data is telling you, and gave 
a brief outline of the courses 
that the company offers. 
‘Use data to get a complete 
customer view and then use it 
to your business’s advantage,‘ 
he said.

ACCA Ireland committee 
chairman Etain Doyle 
presented the findings 
from ACCA’s new study, 
Professional accountants – the 
future. The study, which is 
the largest ever undertaken 
by ACCA, outlines technical 
and digital ability as one 
of the ‘magnificent seven’ 

essential attributes required 
by accountants. See pages 36 
and 38 in this edition for more 
on the survey’s findings. 

ACCA Ireland is 
encouraging members to 
take an interactive test to 
find out where their strengths 
and weaknesses lie. Visit 
accaglobal.com/thefuture. ■

▼▲ Talking point
Liz Hughes, head of mainland Europe and Ireland, ACCA, 
pictured with (l) Dermot Igoe and Steven Cochrane
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‘It’s a long way to Portaferry,’ 
says Irish-born Stephen 
Smyth ACCA, CFO of 
Brookfield Financial, but Bay 
Street seems to suit him just 
fine. As CFO, Smyth’s role 
takes him much further than 
just the heart of the financial 
district in Toronto, Canada, 
with the responsibility 
for ensuring the financial 
management strategy 
of six North American 
companies and a further 
nine global entities. This 
means consolidating global 
results on a monthly basis 
and reporting to the public 
company parent, Brookfield 
Asset Management. 

At the same time, he 
is setting both global and 
country-level cost budgets 
and revenue targets, and 
monitoring against actual 
results on a monthly basis, 
dealing directly with both 
domestic and global 
managing partners on all 
business issues affecting their 
entity and acting as point of 
contact for all regulators and 
the global external auditor.

Brookfield Financial is 
a global investment bank 
headquartered in Toronto, and 
is the independent advisory 
subsidiary of Brookfield Asset 
Management. Brookfield 
Property Partners (part of 
the Brookfield Group) is joint 
owner, with Qatar Investment 
Authority, of Canary Wharf 
in London. With offices 
throughout North America, 
South America, Europe, Asia 
and Australia, Brookfield 
Financial offers mergers and 
acquisitions (M&A) advisory, 
debt placements, project 
finance, asset brokerage 
and structured transaction 

services to clients across the 
globe. By 2015, the company 
had US$68bn in transactions 
under its belt, including the 
development of a 60,000-seat 
stadium in Perth, Australia, 
the sale of the Hana Daetoo 
Securities Building in Seoul, 
South Korea, and the 
Malmaison and Hotel du Vin 
hotel chain in the UK. 

Rapid growth
However, keeping pace with 
the burgeoning international 
commercial opportunities 
wasn’t necessarily a done deal. 
In 2011, when Smyth joined 
Brookfield Financial as vice 
president, finance, the firm 
was undergoing rapid growth 
but its control and information 
systems were holding it 
back. When a company has 
experienced a period of rapid 
growth, says Smyth, it’s often 
the case that the information 
infrastructure that used 
to work just fine suddenly 
becomes obsolete. 

The main challenge 
was therefore to integrate 
Brookfield’s global offices in a 
way that streamlined financial 
and regulatory reporting, 
promoted collaboration and 
ensured consistency in their 
global brand. 

How important to the 
success of the organisation 
was meeting the connectivity 
challenge? ‘Innovation is a key 
component to our success as 
an organisation,’ says Smyth, 
‘from the innovative ideas our 
teams take to our clients every 
day to the innovation of our 
back office – how we report, 
how we budget and plan, 
how we efficiently collaborate, 
how we collect and use data 
to provide the basis of our 

strategic thinking – all geared 
towards adding value to the 
organisation. Meeting the 
connectivity challenge would 
essentially catapult our ability 
to innovate to new levels.’ 

As the need for rapid and 
accurate data was critical to 
making commercially sound 
strategy decisions, the first 
thing Smyth tackled was the 
quality of Brookfield’s financial 
reporting. With the numbers 
coming from across the globe, 
on different platforms, the 
type of reporting and analysis 
that would ensure seamless 
management was not possible, 
making Smyth’s job all the 
more difficult. For example, 
he explains, ‘numbers would 
be coming in from different 
corners of the globe from 
different accounting systems, 
with different reporting 
deadlines. It simply wasn’t 
working and it basically 
required hauling our global 
reporting into the 21st century.’ 

Following a long process of 
due diligence, Smyth brought 
in a new accounting system 
that would put everyone on the 
same page. ‘The result is that 
instead of fire fighting, we now 
have an accounting system that 
allows me to report, in a very 
streamlined, efficient fashion,’ 
he says. ‘We can now mine our 
financial data quickly to drive 
the business forward, and that’s 
where the value-add comes in.’

But that was not the only 
integration necessary. With 
brokerage, M&A, debt and 
infrastructure teams operating 
in different regions around the 
globe, a unified information 
platform and process would 
be essential to ensure brand 
consistency and forecasting 
accuracy. The first step at 

improving the collaboration 
between all the organisation’s 
locations was the introduction 
of salesforce.com as the new 
CRM tool. 

‘What I learned, especially 
in the salesforce.com rollout,’ 
Smyth explains, ‘is that there’s 
no limit to the amount of 
money that you can spend on 
a new platform of any kind. As 
CFO, it was my job to say with 
authority “This is what I want 
to spend, this is how I want 
it to look: can you make this 
happen?”’ However, it wasn’t 
necessarily the selection of a 

Joining the dots
Achieving global connectivity was the challenge facing Stephen 
Smyth ACCA, CFO of Toronto’s Brookfield Financial
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platform that was the tough 
job; the real challenge, Smyth 
says, was getting all staff 
engaged and having them buy 
into the concept that the new 
way of information-sharing and 
communicating would bring 
its reward. 

‘Sell your vision’
‘When we said we were 
going to throw out the old 
CRM system and bring in 
a new one, getting buy-
in was a leadership and 
communications issue,’ he 
says. ‘You’ve got to be able to 

explain and ultimately sell your 
idea or vision to your team.’ 
To this end, Smyth’s ongoing 
strategy is to touch base with 
every entity within the group 
on a weekly basis, whether to 
talk through a new plan, to 
learn where they might need 
more support or to determine 
the status of their deals. 

In addition to establishing 
confidence in new processes, 
this would be essential in 
creating a positive culture; 
ultimately, says Smyth, ‘it’s this 
level of in-depth involvement 
at both ends of the income 

statement that enables me to 
forecast accurately’. 

And the proof of the 
pudding is in the eating. ‘With 
the new system, when we do a 
pitch to a client and it’s been 
well received, we can replicate 
that success around the world 
in a way that is consistent with 
our brand, and the process 
is now documented and 
accessible in one place in the 
cloud,’ he explains. ‘My guys 
in India don’t have to wait 
until I wake up in the morning 
to send them something; 
they can just go and grab 

it themselves. It’s a level of 
connectivity the company’s 
never had before.’ 

The final piece of the 
connectivity puzzle is a current 
project Smyth is working on 
to build a separate dedicated 
IT platform ‘that will put all 
our global offices in touch like 
never before’. 

Currently, all the global 
offices are on separate IT 
platforms, shared in each 
region with their ultimate 
parent company, Brookfield 
Asset Management. However, 
as Smyth explains, it doesn’t 
offer the level of connectivity 
between each of their 
locations that he would like. 
‘For example, Brazil is on a 
network completely isolated 
from the rest of the world, 
Australia the same, Europe 
the same. So we’ve made 
the decision to separate 
from Brookfield Asset 
Management’s platform, and 
design and develop our own 
IT platform, which I hope 
to roll out probably early 
fourth quarter.’ That’s a huge 
game changer for Brookfield 
Financial, he says. ‘It’s a 
monumental project that must 
be planned and executed 
perfectly as any disruption or 
lack of performance would 
undermine what I believe to be 
our best strategic decision yet.’ 

As to Smyth’s role in 
ensuring global connectively, 
the company has counted 
on his ability to make some 
hard choices, to be direct, 
and above all be consistently 
accurate and accountable. 
‘Coming from Portaferry, a 
small Irish town just outside 
Belfast, has served me well 
in that regard,’ says Smyth. 
As he explains, his Northern 
Irish tenacity has ‘paid off 
big time’ as ‘there’s no room 
for shrinking violets in the 
investment banking world’. ■

Ramona Dzinkowski, Canadian 
economist and editor-in-
chief of the Sustainable 
Accounting Review
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Meet your Council
A new area of our website asks members of ACCA’s Council – elected by the wider 
membership – about their careers and experiences. Here’s a taster of what they say

Rosanna Choi
Partner, CWCC, Hong Kong
ACCA gave me the chance 
to obtain its professional 
qualification. This opened 
the door for my career 
development, and 
I am grateful for it. 

By serving 
on the Council, I 
have become a 
sounding board for 
fellow members, 
and part of a 
global thinktank to 
decide strategies 
for the sustainable 
development 
of ACCA.

With more 
competition from 
more practices, 
large and small, 
my firm is not competing 
on price but on services. In 
developing the depth and 
width of our services and 
markets, I am inspired by 
ACCA’s research and insights, 
which help further the 
science of accountancy.

Anthony Harbinson
Director of safer 
communities, Department 
of Justice, Northern Ireland
On Friday 4 
November 1983, 
in the final year 
of my degree at 
the then Ulster 
Polytechnic, I was 
in a classroom 
when a bomb 
went off. It killed 
three people 
in the room 
next door. I was 
trapped under a 
brick wall looking 
at a dead body. 

It was a life-

defining moment and left me 
with a feeling that I wanted 
to make a difference and 
change this world.

I became an accountant 
because I’m dyslexic. 

I thought it would be 95% 
about numbers and 5% 
about words. I got it wrong 
– it is the other way round! 
You spend most of your time 
explaining and negotiating 
the numbers.

For me, the role of 
the accountant is about 
sustainability. Accountants 
are essential to help take 
the third world into the 
first world, and ensure 

those working in wealthier 
countries are acting in an 
ethical and professional way, 
and not exploiting those 
people trying to develop 
emerging economies.

Hemraz Hoolash
Risk and treasury manager, 
State Trading Corporation, 
Mauritius
Being a Council member 
is a great opportunity 
to contribute to the 
profession and to ACCA. 

Being a member of a 
professional body means 
greater responsibility to 
society. I have moved from 
the position of an accountant 

to a senior manager, and 
this means a change in roles 
and responsibilities.

As professionals, we have 
to realise the expectations 
of the public that we will 

work in their interest first. 
It is important that we live 
up to their expectations as 
we ultimately earn our living 
by providing our services 
to them.

The most important 
parts of being on Council 
are the ambassadorial role, 
and the work I do when 
Council meets at breakout 
sessions, such as on strategy 
development. It’s very 

‘The relevance 
and reach of ACCA 

means I can give 
something back. 

But I can also learn 
so much from 

ACCA colleagues 
across the world’

‘The main purpose 
of my serving on 
Council is to act 

as a sounding 
board for ACCA 

members and to 
help shape the 
future of ACCA’

A

A

DF

C

B

C
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‘I have had such 
a wonderful and 

varied career – 
from working my 

way up through 
the ranks to 

ultimately being 
the FD of a plc’

satisfying to do this 
work, and an honour.

Lynne Hunt
LAH Accounting, UK
My role as Council 
member is very 
important to me, as 
we contribute to the 
strategic direction of 
the organisation. 

My aim on Council 
is always to think about 

what our decisions 
mean to students and 
members, and how 
we can help them to 
achieve their career 
aspirations.

I feel that, as a 
Council member, I 
am at the pinnacle of 
my career and able to 
bring my experience 
to the discussions. 

During my nine 
years on Council, I 

have sat on 
many of the 
committees 
and chaired 
a few too. 
This, for me, 
is where all 
the hard work 
is undertaken 
as we work 
with the 
ACCA 
teams to 
understand 
and help 
shape the 

outcomes for the future. 
As Council members, we 
are there to fully discuss 
any issues and challenge 
decisions if required – we 
cannot be silent, and we get 
fully involved in discussions.

Ayla Majid
CEO, CAMCO, Pakistan
Being on ACCA’s Council 
gives me an absolute sense 
of pride. It’s a position 

of great 
responsibility 
that entails 
looking 
after the 
interests of 
stakeholders, 
including 
members, 
students, 
employers, 
the 
organisation 
itself, and 
society 
at large.

I’m 
particularly passionate 
about developing markets 
so that ACCA continues 
to be successful and can 
enhance the recognition of 
its members and increase 
their employability.

I have had numerous 
challenges in my career, but 

having overcome them, I 
think they ended up being 
opportunities that helped 
me grow. The challenges 
have included dealing with 
situations where I had to say 
no to corruption, stand up 
against unethical practices 
and see a way through an 
environment weighed down 
by red tape.

I am passionate about 
supporting women in their 
careers whenever I can. I 
am a strong advocate of 
women being represented 
on boards, as it provides 
diversity and brings a unique 
perspective to organisational 
decision-making. At the 
same time, it offers women 
an opportunity to act at a 
strategic level.

Joseph Owolabi
Senior manager, EY, Nigeria
I am now leading the 
climate change practice 
for EY in West Africa. 
ACCA demonstrates 
that while I have an 
academic background, I 
also have strong technical 
accountancy ability. It 
shows that I have honed 
my business skills at a 
professional level. It’s an 
accreditation that is of 
value to employers. 

The professional 
accountant’s role goes above 
and beyond the numbers – 
we can see the trends, and 
we can make the links to 
strategy and innovation. 

The ACCA Qualification is 
helping to lead this change 
because it gives people 
the big picture. ACCA 
members are more business-
orientated, and can help 
with strategic issues, such 
as when a company needs 
to innovate or deal with 
climate change. 

‘We have to 
support the 

profession 
because we are 
the profession. 

That is why my 
membership 

matters to me’

‘In 2010, I became 
the first female 

ever to be elected 
to sit on the 
board of any 

stock exchange in 
Pakistan’

For more information:

Find out more about the lives and careers of 
ACCA Council members at bit.ly/ACCA-C-members

E

D

‘My financial 
expertise has 

guided my career 
decisions and 

given me courage 
to follow what 

I am passionate 
about’

B

E F
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integrated study programme at an event at the Barbican
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ACCA member 
benefits
Employability
Membership improves 
earning power and 
job prospects on 
a global scale.

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

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

Personal development
CPD, training and career 
progression support.

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

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

Go to www.accaglobal.
com/memberbenefits

The joint partnership 
between ACCA and the 
University of London, 
which delivers the world’s 
first integrated masters in 
professional accountancy, was 
celebrated in speeches from 
the university's chancellor, 
Princess Anne (pictured), and 
the vice chancellor, Professor 
Sir Adrian Smith.

The recent graduation 
ceremony for the university's 
international programmes was 
attended by students from all 
over the world at the Barbican 
Centre in London. More than 
80 countries were represented 
at the event by graduates and 
their guests, academics and 
dignitaries.

ACCA and the University 
of London have been 
collaborating for a number of 
years to produce the course 
– the world’s first integrated 
programme that allows 
students to study for their MSc 
with the university while taking 
the ACCA Qualification. 

Both organisations have a 
worldwide presence, and the 
university is regarded as ‘the 
world’s largest classroom’. ■

ACCA‘s 100th office open for business

ACCA has opened its 100th office, in Turkey. 
ACCA Turkey’s new head, Filiz Demiröz, 
welcomed employers, politicians and VIP 
guests including the Turkish professional 
body TÜRMOB, to mark the opening of the 
premises in Istanbul.

ACCA chief executive Helen Brand spoke 
at the event about ACCA’s strong connections 
with Turkey and Demiröz called the Turkish 

office ‘a logical step in our strategy to 2020. 
We know there is demand for accountants 
here in Turkey, and that business and the 
public sector here need accountants who can 
act ethically and who have the skills required 
to help Turkey’s economy thrive and grow,’ 
she said. 

See also the president’s column on  
page 21.

For more information:

See more on how to undertake the Msc, at bit.ly/ACCA-UoLDe Vos Fierro: www.devosfierro.com
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