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It’s the economy, stupid

As this edition of Accounting 
and Business went to press, 
the election campaign was 
taking off in Ireland. Right 
from the start, the taoiseach, 

Enda Kenny, highlighted the key issue for voters and 
politicians of all parties by echoing Bill Clinton’s catchphrase 
and declaring ‘it’s the economy, stupid’.

That statement is no empty political mantra. Ireland’s 
economy is growing faster than any other in the eurozone. The 
question is how to ensure that recovery continues, building up 
infrastructure, businesses and jobs, which were all cut to the 
bone during the recession.

Part of the answer is more funding, particularly for SMEs. Mark 
Cunningham FCCA, managing director for business banking 
at Bank of Ireland, which accounts for more than 50% of the 
lending to small fi rms, says there is money available, but business 
owners remain cautious. Cunningham warns that some are busier 
checking the rear-view mirror than paying attention to the road 
ahead. You can fi nd out more about his views on how SMEs, and 
the economy, can move forward in the interview on page 12.

With the rise of digital businesses come new business 
models, most notably those like Airbnb and Uber, whose 
approach is based on the sharing economy. Columnist Ian 
Guider takes a look at what this means for traditional businesses 
on page 22, while our feature on page 59 examines recent 
Revenue tax rulings affecting Airbnb landlords.

Meanwhile, a new Oireachtas report suggests there is much 
to be gained from moving towards an all-island economy. We 
examine how that could be achieved, and the role of a combined 
economic development agency, in an analysis on page 16. 

Few, however, would support a philosophy of growth at all 
costs, regardless of wider socio-economic issues. We take a 
look at how Irish companies are meeting their corporate social 
responsibility challenges on page 30, while our feature on page 
32 examines ways in which women and men can be supported to 
achieve equality in the corporate environment. 

There’s no doubt that the Irish economy is changing, and a 
new government will have a fresh  chance to forge a sustainable 
path to the future.

Pat Sweet, Ireland editor, pat.sweet@accaglobal.com
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▲ Wogan’s run
Broadcaster Terry 
Wogan died in January, 
age 77. The former 
banker, born in Limerick, 
raised nearly £800 
million for Children in 
Need during his career

▲ Whiskey galore
A new distillery is 
opening at Sliabh Liag, 
County Donegal. The 
Irish Whiskey Association 
says the industry is 
heading for double digit 
growth by 2020

► Cold comfort
Northern Ireland’s sole 
nuclear fallout bunker, 
with accommodation 
and provisions for  
235 VIPs in case of a 
Soviet attack, is up for 
sale for £575,000 

▲ The big crash
Steve Carrell, Ryan 
Gosling, Brad Grey and 
Brad Pitt star in The Big 
Short, which documents 
the lead-up to the 2008 
financial crisis
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◄ New openings
Mercantile and Capital 
Bars have announced 
that they are to merge 
into one hospitality 
group, with €40m annual  
revenues and 12 live 
venues across Dublin

▼ Big smoke
Co Antrim-based 
Glenarm Organic 
Salmon is to supply 
its own-label smoked 
salmon product for 
upmarket London shop 
Fortnum & Mason 

▼ Rise and shine
Ireland’s Central Bank 
issues a €2 coin for the 
100th anniversary of  
the Easter Rising – 
the first time Ireland 
has issued its own 
commemorative coin 
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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

EU tackles tax avoidance
EU member states will share 
tax-related information on 
multinationals operating 
across the EU and block 
common tax avoidance 
devices under new rules 
proposed by the European 
Commission. Member states 
will be advised on how to 
prevent tax treaty abuse. 
The commission will also 
promote good governance 
in tax affairs internationally 
and list those countries 
that ‘refuse to play fair’ in 
tax policy. The commission 
argues that the tax laws 
in the 28 member states 
need to be aligned to fi ght 
aggressive tax avoidance. The 
measures fl ow from the Base 
Erosion and Profi t Shifting 
(BEPS) recommendations 
of the Organisation for 
Economic Cooperation and 
Development (OECD). 

Apple negotiates on tax
Apple chief executive Tim 
Cook has met with EU 
competition commissioner 
Margrethe Vestager in an 
apparent attempt to reach 
agreement on tax liabilities to 
member states. Bloomberg 
Intelligence has calculated 
Apple could have to pay more 
than US$8bn in additional 
tax to EU member states. 
The European Commission is 
investigating tax deals between 
Apple and Ireland to determine 
if these constitute breaches 
of EU state aid rules. After the 
meeting, Cook said that Apple 
helps employ more than 1.4 
million people in the EU.

HeForShe 
Better female representation 
in the workforce is failing to 

translate into similar levels of 
representation in leadership 
positions, according to 
statistics published at Davos 
by a HeForShe study. Although 
women represent 39.7% of the 
workforce in the 10 fi rms in 
the project, the proportion of 
senior leadership roles held by 
women ranged between 11% 
and 33%. The fi rms engaged 
in the study include PwC, 
McKinsey, Barclays and Twitter. 
(See feature, page 32.)

Privacy Shield agreed
The European Commission 
and the US have agreed a new 
framework for transatlantic data 
transfer. The Privacy Shield 
replaces the Safe Harbour 
arrangements ruled illegal by 
the European Court of Justice 
last year. The commission said 
the new framework will protect 
Europeans’ fundamental rights 
when their data is transferred 
to the US, while ensuring 
legal certainty for businesses. 
Companies in the US will have 
to protect the personal data of 
Europeans, backed by strong 
monitoring and enforcement 
by the US Department of 
Commerce and the Federal 
Trade Commission, which will 
co-operate with European 
data protection authorities. 
(See feature, January 2016, 
page 32.)

ECB condemned 
The European Central Bank 
has been strongly criticised 
by the Oireachtas banking 
inquiry. Former ECB president 
Jean-Claude Trichet was 
found to have warned that ‘a 
bomb would go off’ if the Irish 
government imposed losses 
on bondholders of rescued 
banks, which could have saved 

the state €9bn. The inquiry 
recommended the mandatory 
rotation of auditors, European 
supervision of auditors, direct 
reporting by auditors to 
regulators of critical business 
risks, and independent audits 
of regulatory returns by 
fi nancial institutions.

Crisis criticism
The European Commission 
has been criticised by the 
European Court of Auditors for 
being unprepared for requests 
for fi nancial assistance from 
Ireland and other member 
states when the fi nancial crisis 
hit. The high budget defi cit 
in Ireland in 2008 caught the 
commission by surprise, even 
though it has responsibility 
for monitoring member 
states’ fi scal imbalances. 
The ECA also found that the 
commission required Ireland 
to sell off state assets and 
privatise services despite 
the Council of Ministers not 
authorising such action. 
Its report added that the 
commission adopted different 
responses to similar situations 
in different member states.

Brexit may hit Irish banks
A UK exit from the EU could 
severely damage Irish banks, 
Ireland fi nancial regulator Cyril 
Roux has warned. Brexit could 
have a ‘very large impact on 
Bank of Ireland’ because half 
its operations would suddenly 
move from being within the EU 
to outside the EU, Roux told 
the Financial Times. Similarly, 
Ulster Bank would no longer be 
an EU bank, but a subsidiary of 
a non-EU bank. ‘In both cases 
I think it would have major 
impact on these banks,’ Roux 
said. Brexit became a key issue 

in the Irish general election, 
with Enda Kenny warning that 
it posed a ‘major strategic risk’ 
for Ireland.

Women’s Day breakfast
ACCA Ireland is hosting an 
International Women’s Day 
breakfast meeting at 7.30am 
on 8 March at Westin Hotel, 
Dublin 2. Guest speaker is 
senator Katherine Zappone, 
one of Ireland’s foremost 
legislators and advocates on 
equality, social justice and 
women’s issues. Zappone 
is co-founder of An Cosán, 
Ireland’s largest community 
education organisation, 
which aims to break cycles 
of intergenerational 
poverty and unemployment 
through education and 
entrepreneurship. Before 
entering politics she was a 
commissioner with the Irish 
Human Rights Commission 
(2002 to 2012) and is a former 
CEO of the National Women’s 
Council of Ireland.   

PwC’s ‘blockchain’ unit
PwC has established a team 
of technology specialists 
in its Belfast offi ces to 
provide support services 
on a global basis. The 
initial 15 team members are 
expected to increase to 40 
during this year. The unit 
will work on ‘blockchain’, 
the technology behind the 
Bitcoin digital currency. 
‘There’s clear evidence that 
banks, institutions and even 
governments are looking 
at blockchain technology 
as a secure storage and 
distribution solution,’ said 
Steve Davies, PwC partner 
and EMEA fi ntech leader. The 
UK’s chief scientifi c adviser 
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Mark Walport says the UK 
government should adopt 
blockchain technology for 
some online public services, 
including tax collection and 
benefi ts awards and payments.

Johnson/Tyco tax invert
Cork-based Tyco International 
is to be bought by US 
company Johnson Controls 
in the latest example of a 
tax inversion deal. Johnson 
expects to achieve savings 
of $500m in three years. 
Tyco manufactures fi re 
safety gear, while Johnson 
makes commercial business 
equipment. Tyco relocated 
to Cork in 2014, having 
shifted from the US in 2007, 
fi rst to Bermuda and then 
Switzerland, before putting 
down roots in Ireland.

Google off Irish tax hook
Any requirement for Google 
to pay back tax to Ireland 

is likely to be reduced as a 
result of the search company’s 
agreement to pay £130m to 
HMRC in the UK. The amount 
includes contributions for tax 
on profi ts generated in the 
UK, but allocated to its Irish 
operations. French and Italian 
tax authorities are also seeking 
to obtain tax from Google 
on profi ts generated in their 
jurisdictions, but claimed by 
Google as earned in Ireland. 
Google did not respond to a 
request for comment.

Facebook tax warning
Facebook has warned that 
it could face additional tax 
demands following European 
Commission investigations 
into other multinationals, 
including Google, that have 
lower tax liabilities as a result 
of domiciliary arrangements 
with Ireland. The warning 
came in Facebook’s regulatory 
fi lings, in which it said 

additional tax liabilities are 
‘possible, but not probable’.

Nama reports profit
The National Asset 
Management Agency turned 
in a €571m profi t in the 
fi rst nine months of 2015, 
it revealed in a published 
letter to fi nance minister 
Michael Noonan. The profi t 
included €25m from a credit 
against an earlier impairment. 
This contrasts with asset 
impairments of €137m in 
2014. Over the whole of 2015, 
Nama sold €8.5bn of loans 
and assets, reaching a total of 
€27.2bn since it was set up in 
2010. Nama expects a profi t 
in excess of €1bn for 2015 as 
a whole.

Peace IV launched 
The European Union has 
formally launched the Peace 
IV funding programme and 
invited applications. The 

focus of the latest phase of 
the crossborder cooperation 
programme is to strengthen 
integration in border areas. 
Some €30m is available for 
shared education projects, 
€57m for young people’s 
integration projects, €84.5m 
for shared services relating 
to Troubles’ legacies, and 
€44m for local projects 
that build mutual trust and 
understanding. The Peace 
programmes will have invested 
€2.2bn into border areas 
between 2014 and 2020. 

Ireland ranks top for FDI
Ireland is ranked as the top 
country in the world for its 
capacity to attract foreign 
direct investment in the latest 
edition of Adecco/Insead’s 
global talent competitiveness 
index. It is ranked 16th overall 
out of 109 countries. Ireland 
is also ranked very highly 
for prevalence of foreign » 

Find out 
more about 
Siobhan 

Pandya’s career 
inspiration at bit.ly/
ACCAplaylist

Pandya started out at 
Shell as a 19-year-old 
with little clue as to 

just how big, culture-rich and 
opportunity-packed the oil 
giant is, but 16 years later she 
has made the most of a career 
she loves. Find out about:

* how the lure of accountancy 
trumped her Bollywood 
dancing dreams

* her keenness for coaching 
to help colleagues think in a 
new way

* why accountancy is a 
foundation for a move into 
any area of business.

Take one
‘Think big but think realistic’ is the advice for up-and-coming professionals from Siobhan 
Pandya FCCA, senior continuous improvement expert at Shell US in Dallas, Texas
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ownership, the proportion 
of workers with tertiary-level 
education, the engagement 
with lifelong learning and 
productivity per employee. 
However, the study warned 
that Ireland is suffering from a 
shortage of vocational skills.

NI ‘to lag GB’
Northern Ireland will be the 
poorest-performing UK region 
this year, according to PwC’s 
latest Economic outlook. PwC 
predicted Northern Ireland will 
achieve economic growth of 
around 1.4% this year, which 
is down on PwC’s assessment 
of 1.5% growth last year. The 
fi rm projects 2.2% growth 
this year for the UK. PwC’s 
chief economist for Northern 
Ireland, Esmond Birnie, said: 
‘Total employment in Northern 
Ireland had broadly returned 
to pre-crisis level by the third 
quarter of 2015. However, 
according to the Northern 
Ireland Composite Economic 
Index, the employment gains 
were not refl ected in output, 
which remains 8% below the 
pre-crisis peak.’

Irish growth ‘to slow’
Ireland’s growth will slow 
this year, according to PwC’s 
Economic outlook. It believes 
the economy grew by 7% last 
year, but expects this to drop 
back to 5.5% in 2016. PwC 
predicts the wider eurozone 
crisis will end this year, but 
warned it could fl are up again 
in Greece. It also predicted 
the eurozone’s peripheral 
economies will grow faster 
than the core EU economies 
for the second year in a row.

Top six for paying taxes
Ireland is one of the best six 
countries in the world – and 
the best in the EU – for ease 
of paying taxes, according to 
the PwC/World Bank Group 
Paying taxes 2016 report. 
Ireland also benefi ts from tax 
transparency, said the study, 
explaining that the effective 
tax rate of 12.4% is very close 
to the headline rate of 12.5%. 
Labour taxes in Ireland are 
also very competitive, at 12.1% 
for employers, compared with 
an EU average of 26.5% and a 
global average of 16.2%.

M&A boost predicted
KPMG predicts continued 
growth in Irish mergers and 
acquisitions this year. A 
record-breaking 12 months is 
in prospect, driven by greater 
investor confi dence and better 
market conditions, along 
with funding on reasonable 
terms and favourable currency 
markets. The healthcare, 
pharma and life sciences 
market is expected to see 
most deal activity. Ireland’s 
current tax system is thought 
to support M&A activity, 
concludes the M&A outlook 
2016 report.

Election 2016
As AB Ireland went to press, 
taoiseach Enda Kenny 
announced the election date 
of 26 February and signalled 
that the economy would 
be a major issue during 
the three-week campaign. 
Kenny promised there would 
be ‘no more boom or bust, 
no more reckless waste of 
taxpayers’ money and no more 
staggering from fi scal crisis to 
fi scal crisis’ if re-elected.

Dublin a hotspot
Dublin is one of Europe’s 
commercial property hotspots 
according to Emerging trends 
in real estate Europe 2016, 
published jointly by PwC and 
the Urban Land Institute. 
Dublin is ranked third behind 
Berlin and Hamburg for 
its commercial investment 
prospects. It was ranked 
second last year, and the fall in 
position indicates that property 
investment advisers think the 
Irish capital has already peaked 
in terms of maximising returns. 
Dublin has benefi ted, the 
report said, from signifi cant 
investment in retail assets.

Irish PPP ‘stable outlook’
Ireland’s latest public-private 
partnership scheme, for the 
N25, has been given a Baa1 
rating by Moody’s, with a 
stable outlook. Bonds for 
€145m are being issued, with 
a maturity date of 2042, to 
fi nance the New Ross bypass 
in Wexford and Kilkenny. 
The bond is backed by the 
European Investment Bank’s 
project bond initiative.

Financial services jobs
Deloitte has released a 
report examining what has 
to be done to meet the 
government’s objective of 
10,000 new jobs in fi nancial 
services. It identifi es the 
ability to successfully embrace 
disruptive technology and 
attract and retain key people 
as critical factors that will 
determine whether or not 
the industry can achieve 
the target. David Dalton, 
head of fi nancial services at 
Deloitte Ireland, said: ‘We 
have developed this report 
to outline what we believe 
is necessary to and provide 
support for this potential to 
be fulfi lled. Ireland is well 
positioned to increase its 
footprint as a global fi nancial 
services hub.’ ■

Compiled by Paul Gosling, 
journalist 

Ireland’s economy powers ahead

New forecasts from the European Commission show that Ireland is set to retain its title as the 
fastest-growing country in the eurozone in 2016. In its latest winter economic forecast, the 
commission predicted that the Irish economy will grow by 6.9% during 2015 on the back of 
improving public fi nances and sustained employment growth, followed by subsequent years 
of ‘more sustainable rates’.

The commission said that gross general government debt is also set to continue falling. It is 
expected to drop to 98.4% of GDP in 2015, down from 107.5% in 2014. By 2017, government 
debt is projected to fall to 91.5% of GDP.

In line with the projected moderation to GDP growth in 2016/17, the unemployment rate 
is expected to decline more slowly to 7.8% at the end of 2017. 

‘Ireland’s record GDP growth in 2015 was broad-based and coupled with strong job 
creation,’ the commission said in its report.

European economic forecast for Ireland, winter 2016

GDP growth
Infl ation
Unemployment
Public budget balance (GDP)
Gross public debt (GDP)
Current account balance (GDP)

2014
5.2%
0.3%
11.3%
-3.9%
107.5%
3.6%

2015
6.9%
0.0%
9.4%
-1.8%
98.4%
3.6%

2016
4.5%
0.6%
8.5%
-1.3%
93.9%
3.7%

2017
3.5%
1.4%
7.8%
-0.8%
91.5%
3.1%
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‘Some business 
owners are 

still looking in 
the rear-view 

mirror – we need 
to help them 
look forward’
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Seize the day
It’s time for the small businesses that are the real key to Ireland’s economic strength to 
move beyond a post-crisis mindset and go for growth, says Mark Cunningham FCCA

at the country’s budgetary trajectory over the next few years, 
we are probably never going to have a more benign economic 
backdrop for investment and growth.’

Services
As managing director of business banking, Cunningham 
oversees Bank of Ireland’s relationship with some 185,000 small 
business customers. ‘That’s everything from shopkeepers to 
farmers, and agri-millers to small manufacturers,’ he says. ‘It’s a 
very broad spectrum and my job is to help manage the range of 
people who provide our services and facilities. A lot of people 
think this relationship is only about lending but, in fact, less 
than half our business customers borrow. However, they all 
need services of some kind, and our goal is to ensure we are 
positioned to help them grow.’

With much of the country’s topline growth attributed to 
multinationals and ambitious start-ups grabbing headlines for 
the next generation of entrepreneurs, it would be easy to lose 
sight of the role that established SMEs will play in Ireland’s 
economic recovery. ‘It’s the businesses in the middle that we 
need to help and support,’ Cunningham says. ‘Their success 
is what will really help propel the economy forward. As a bank, 
we have to be there to assist and facilitate, but we can’t take that 
risk for them.’

He is particularly proud of the role that Bank of Ireland’s 
online business portal Think Business plays in this support 
process. A source of business planning, marketing and cashflow 
templates, it has attracted more than 200,000 users since 
its launch and sees about 300 downloads of its templates 
every week. ‘It is part of an education process designed to » 

The subject of banks and lending has been a fraught 
one over the past few years, with as many strongly 
held opinions as there are participants with skin in 

the game. Having served as Bank of Ireland’s managing 
director for business banking since 2009, Mark Cunningham 
has a privileged view of the debate, one that has given him 
a pragmatic perspective. ‘It’s not an argument we are ever 
going to win, other than continuing to outline the facts,’ he 
says. ‘Bank of Ireland is a public company with shareholders 
who have invested in the bank because they think it’s going 
to grow. Our job is to make a return for them. If we don’t 
lend or don’t grow, then we can’t do that, so the question is, 
why would we not be lending?’

Recent figures would seem to support his view. In the first 
half of 2015, Bank of Ireland lent around €2.5bn to Irish small 
and medium-sized enterprises (SMEs), an 18% increase on the 
first half of 2014. Based on Central Bank data, the bank is the 
dominant player in the market, accounting for more than 50% of 
lending to SMEs.

Positive though such figures are, they reflect a business 
community that is still largely in recovery mode rather than 
pursuing growth. Indeed, Cunningham argues that it is caution 
among SMEs rather than within the banking sector that is 
the bigger issue currently. ‘What we are seeing in lending 
applications at the moment is largely replacement, rather than 
expansionary, capital expenditure,’ he says. ‘A concern I would 
have is that some business owners are still looking in the rear-
view mirror – we need to help them look forward.’

Unused overdrafts
Cunningham backs up this analysis by citing the level of overdraft 
utilisation. Having fallen significantly following the financial crisis 
of 2008, overdraft usage has subsequently failed to recover to 
the extent that might be expected. ‘These are funding facilities 
approved for businesses that aren’t being utilised,’ he says. 
‘What we see is that people are still scarred and perhaps overly 
worried about what happened in the past rather than positioning 
themselves for growth in the next four to five years.’

While accepting there are good reasons for long memories, 
he argues that now is the time to help businesses to put clear 
water between past and future. ‘There were no winners after the 
crash, just survivors. Every business owner went through a phase 
of wondering if they’d be able to keep their business going. 
But for the economy to grow and expand, we now need those 
business owners to be willing to take measured risks. If you look 
at the interest rate trajectory, at the exchange rate trajectory and 

2009
Appointed managing director, Bank of 
Ireland business banking

2000
Appointed managing director, Bank of 
Ireland private banking

1988
Becomes a member of ACCA

1984
Graduates from Trinity College Dublin
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Basics Tips

‘If the world was not changing the way it is, then having two 
to three pillar banks probably wouldn’t be enough,’ Cunningham 
agrees. ‘But our future competition may not be the other pillar 
banks but service providers coming into and competing in 
different segments of the market. Customers in the future may 
be buying different services from different providers, and in that 
sense I think there will be plenty of competition, if not in the 
traditional sense. 

‘For Bank of Ireland, our challenge will be to ensure that we 
are number one or two in every category or product line that 
we compete in. What’s required in 2017 may be very different 
from what was required in 2015, so we will have to continue to 
reinvigorate and reinvent ourselves.’

Giving back
Shortly after graduating from Trinity College Dublin in 1984 with 
a degree in law, Cunningham’s route to ACCA began when he 
joined what was then the Investment Bank of Ireland. ‘I was keen 
to find a job when I got out of college, but I was also looking for 
a further qualification, so, almost immediately, I began studying 
ACCA. The idea was that if banking didn’t work out I’d have 
other options.’ 

Cunningham has always felt that one of the great strengths 
of the ACCA Qualification is the international recognition 
that it enjoys. ‘I have worked in banking in the UK, in fund 
management in the US and in development projects in Africa. 
When you are ACCA-qualified, there is an acceptance among 
others that you understand how finances work, and that has been 
hugely valuable.’

Working in Sudan with the Irish charity Concern in the late 
1980s, Cunningham left behind the comforts of executive life for 
a position that reflected a long-held belief that there was ‘more 
to life than study or career’. He recalls ‘some great years that 
were eye-opening in every sense. You were doing something 
very different where you got to see tangible results very quickly. 

ensure owners and managers have a better understanding of the 
financial aspects of their businesses in the future.’  

This more professional approach may also require a 
deeper look under the bonnet by business owners as their 
enterprises are retuned. ‘A lot of small businesses in Ireland 
are undercapitalised. These are small family businesses, not 
necessarily retaining a lot of the profits in the business. By their 
nature, they don’t want to bring in any outside equity, so when 
they are looking to expand, they are looking to the bank. In 
reality, what we need to have is a bit more equity capital – either 
from retained earnings or additional equity – going into the 
business in addition to bank lending.’ 

Change management
With so much debate dominated by the funding crisis, it’s easy 
to overlook the other big story of Irish banks this decade – the 
radical transformation in how they serve their customers. 

‘The way customers interact with their banks today, compared 
to even two years ago, is very different, and the pace of change 
has surprised everyone.’ Cunningham says. ‘Customers are 
coming to see the telephone, online and mobile mechanisms as 
their bank rather than the building in the high street. We have to 
react to that and be able to provide the services customers want 
on a 24/7 basis. Where it is going is hard to say, other than that 
things are evolving really quickly.’

The change management process is complicated by the 
nature of banking’s business model. ‘Michael O’Leary was able 
to announce one day that Ryanair was no longer dealing with 
travel agents, and everyone accepted they would have to book 
online. But we have to be omni-channel. We need to be able to 
deal with customers who want to be dealt with at branch-level. 
Keeping everyone satisfied is always going to be tricky.’

This fast-changing business environment is also likely to play 
a role in resolving the thorny issue of competition in Ireland’s 
now heavily rationalised banking sector. 

1783
Bank of Ireland opens in Capel Street, 
Dublin, acquiring its famous address in 
College Green 25 years later

1965
The bank takes over the Irish branches 
of the National Bank

2008
Share price collapse prompts a €4.8bn government bailout

2014
Profits of €921m – the bank repays €6bn to the taxpayer

2015
The bank lends €2.5bn to SMEs in the first half of the year

* ‘The way customers interact with 
their banks today, compared 
to even two years ago, is very 
different, and the pace of change 
has surprised everyone.’

* ‘If you look at the interest rate 
trajectory, at the exchange rate trajectory and at 
the country’s budgetary trajectory over the next few 
years, we are probably never going to have a more 
benign economic backdrop for businesses looking for 
investment and growth.’

* ‘Customers in the future may be buying different 
services from different providers, and in that sense I 
think there will be plenty of competition, if not in the 
traditional sense.’
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He believes that the appointment of Richie Boucher as chief 
executive of the bank in 2009 was extremely significant. ‘He 
personally acted as a bit of a lightning rod for criticism, and that 
was hugely cathartic and encouraging for the staff. They saw a 
leader who was willing to go out and take the flak.’ 

There was also great pride, he adds, in Bank of Ireland 
getting back on its feet and being able to repay the state. ‘We 
could say, yes, we had to take some money, but we’ve given it 
back – and with a return.’

With the Irish economy rapidly recovering, the clear water 
between past and future is emerging sooner than even the 
most optimistic would have forecast a few years ago. There is a 
feeling in the air of a fresh start, and the Irish banking sector is 
also rehabilitating its image, positioning itself as a champion of 
growth and innovation. 

So is all forgiven? Or has the Irish public’s relationship 
with banks changed utterly? Cunningham is again pragmatic. 
‘Customers today are demanding. They are looking for a banking 
partner and provided you give them the services they want, they 
will be loyal. If you don’t, they’ll look elsewhere.’ ■

Donal Nugent, journalist

It’s extremely rewarding and sometimes you wonder if you are 
getting more out of it than those you are helping.’ 

When changing political circumstances saw the charity’s role 
in the region end, Cunningham decided to come home. He has 
since played a role as a board member of Concern, and today is 
on the board of The Ireland Funds, a philanthropic organisation 
that since its foundation in 1976 has raised over US$500m from 
the Irish diaspora for worthy projects in Ireland. While Ireland 
itself has a deserved reputation for charity, Cunningham believes 
we have some way to go to reach true philanthropy. ‘Charity is 
instant giving whereas philanthropy is more structured,’ he says. 
‘No doubt we will see greater levels of philanthropy in the years 
ahead. It was beginning to happen before the downturn, but 
came to a halt when the economy fell off a cliff.’

Turning the tide
Having worked in Bank of Ireland through some of the most 
difficult years in its long history, Cunningham acknowledges it 
was a challenging time for all concerned. ‘Lots of people lost lots 
of money and many businesses were destroyed. Banks weren’t 
totally to blame but they played their part. There was a lot of 
anger directed at the sector.’ 
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Compete or cooperate?
Merging the two main economic development agencies and adopting an all-Ireland 
approach to taxation and investment could bring benefi ts for both the Republic and NI

Never mind about Northern Ireland cutting its 
corporation tax rate to match that of the Republic – 
it is cooperation rather than competition that could 

deliver economic benefi ts on both sides of the border. That 
is the clear message from a new Oireachtas report, Moving 
towards an all-island economy, published in January.  

Greater integration of the Irish economy, in both South and 
North, could yield substantial benefits on both sides of the 
border, the all-island economy report concludes. If the two 
jurisdictions adopted a more coordinated and cooperative 
approach, it could ‘rejuvenate the border corridor’, parts of 
which suffer from severely high rates of unemployment. The rest 
of the island would gain too.

‘Maximising island-wide trade and job creation, both in the 
border region and beyond, must be a key priority for us all, and 
I believe that this comprehensive report can go some way to 
growing our potential and realising real economic and social 
results,’ says Fine Gael TD Marcella Corcoran Kennedy, who 
chaired the jobs, enterprise and innovation joint committee that 
produced the report. ‘A more integrated all-island economy 
offers real savings, increased trade and more jobs,’ adds the 
report’s rapporteur, Sinn Féin TD Peadar Tóibín. 

The two governments, the report complains, currently have a 
limited focus on ‘addressing both the challenges and impacts of 
the non-alignment of economic policies North and South’. The 
existing difference in corporation tax rates is just one example 
of this, though the North is committed to bringing down its 
corporation tax rate from its current 20% to 12.5% by April 2018 
to match that of the Republic. Lower tax rates on air travel and 
the hospitality trade also favour the South and disadvantage the 
North. ‘The unfortunate reality is that both parts of the island are 
attempting to improve their competitive advantages largely in 
isolation from each other.... Harmonisation of policies, structures, 
currency and taxation would strengthen the island economy and 
eliminate competition,’ concludes the report.

The Oireachtas report finds ‘significant differences between 
the two economies of Ireland both in terms of scale, structure 
and performance’. The North, it says, ‘has suffered to a greater 
extent from industrial restructuring’ and is much more dependent 
on the public sector. The South is more export-focused, attracts 
more foreign direct investment, has greater R&D intensity and 
more engagement with multinationals, although there is a lack of 
local engagement by small and medium-sized enterprises (SMEs) 
with the supply chains of those multinationals. 

At the heart of the report’s recommendations is a proposal to 
merge the economic development agencies: IDA Ireland, Invest 

How to build an all-Ireland economy

* Create a single economic agency for all of Ireland, 
merging IDA Ireland, Invest Northern Ireland and 
InterTrade Ireland.

* Produce integrated crossborder labour market, 
investment and tourism strategies.

* Strengthen crossborder infrastructure, including road, 
rail and broadband.

* Adopt an all-island response to the black market.

* Integrate the two jurisdictions’ public services.

* Develop an all-island industry for agriculture, food and 
fish processing.

* Focus more on developing indigenous businesses.

Source: Recommendations of Oireachtas report Moving 
towards an all-island economy – available at bit.ly/all-island
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Northern Ireland (INI) and InterTrade Ireland (which is supported 
by both governments). Currently, concludes the report, the two 
national agencies – IDA and INI – compete more often than 
they cooperate. The point was conceded by the Republic’s jobs, 
enterprise and innovation minister Richard Bruton, who told the 
committee: ‘It should be noted that IDA Ireland competes with 
INI for inward investment in certain areas.’

But the minister emphasised that the agencies do on 
occasion work together in areas of ‘mutual advantage’ – for 
example, in obtaining funding from the European Union and 
the International Fund for Ireland. Moreover, the committee 
was advised that the IDA and INI have entered into a joint 
commitment to develop a north-west business technology 
zone, creating a tech corridor based on Letterkenny and Derry – 
recognising the crossborder economic challenges in the region.

However, there are big differences in the approaches of the 
two main agencies. The IDA is required by the Irish government 
to diversify its investment across the whole of Ireland. This 
prevents Dublin from overheating excessively in good times 
and reduces economic and social problems in weaker and 
more isolated regions. INI has no such obligation and attracts 
investment without favouring any parts of Northern Ireland.

In its latest annual report, IDA stresses the benefits of its 
approach in spreading the benefits of investment. IDA client 
companies created 19,000 jobs last year, almost half of which 
were outside Dublin. Waterford, Limerick, Westmeath, Donegal, 
Louth and Galway all benefited from jobs growth in the year and 
20 of the South’s 26 counties recorded growth in job creation. 
Equally significant is the record of IDA-organised site visits by 
potential investors, which demonstrates a real commitment to 
decentralise inward investment: there were 242 visits to Dublin, 
48 to Cork, 41 to Galway, 40 to Limerick, 31 to Waterford, 28 to 
Westmeath and 20 to Louth.

 INI has a very different approach. Indeed, the Independent 
Review of Economic Policy – commissioned in 2008 by the North’s 
then enterprise minister (now first minister) Arlene Foster, and 
chaired by Richard Barnett, vice chancellor of Ulster University 
at the time – recommended that INI should not promote any 
particular region or sub-region. INI, like the IDA, does have a 
strong record in attracting investment and supporting indigenous 
businesses. Its most recent annual report boasts that 9,410 new 
jobs were created in the year 2014/15 with INI’s support.

However, analysis conducted by the investigative journalism 
website The Detail found that investment was heavily 
concentrated in and around Belfast. While INI provides financial 
support at a rate of £452.59 for every citizen in Belfast, the 
figure drops to £105.39 in Derry, £57.61 in Strabane and £40.83 
in Limavady – the latter three all in the north-west, which the 
Oireachtas report argues should be a priority for crossborder 
action. In total, 81% of INI’s financial support – £263m – went to 
the east of Northern Ireland, compared with 19% – £60m – to the 
west. Population, it is fair to add, is also higher in the east.

INI pointed out that the council area benefiting most heavily 
(proportionate to its population) in the year was the Armagh, 
Banbridge and Craigavon district – on the southern border – »  
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Enterprise, Trade and Investment (DETI), 
whose spokeswoman responded: 
‘DETI has no plans to create a single 
economic development agency.’

What lies beyond May’s Assembly 
elections could be new territory. The 
current enterprise minister is from 
the Democratic Unionist Party, but 

it is no secret that Sinn Féin would like the post when a new 
administration is formed – when DETI merges with part of the 
Department for Employment and Learning to become the 
Department of the Economy and Skills. For the moment, though, 
the all-island economy remains more aspiration than realisation. ■ 

Paul Gosling, journalist 

where 1,411 jobs had been created. 
Another 721 jobs were created in 
neighbouring Newry. In Belfast, 2,678 
jobs were created in 2014/15, with 
£1.5bn of (mostly private) investment 
committed. More than 1,500 other jobs 
were created in Belfast’s travel-to-work 
area. The vast majority of created jobs 
were therefore in and around Belfast, or in an oval between 
Belfast and Dublin.

Despite the enthusiasm of the Oireachtas, it seems unlikely 
that an all-island approach will be taken in the immediate 
future. Neither the IDA nor Ireland’s Department for Jobs, 
Enterprise and Innovation responded to requests for comment. 
INI referred the enquiry to the North’s Department of 

▲ Belfast 
benefits
Most of the jobs 
created in Northern 
Ireland in 2014/15 
were in Belfast and 
the surrounding area

‘DETI has no 
plans to create a 
single economic 

development 
agency’
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Judgment call
There is no reason why the definition in accounting standards of what qualifies as 
‘material’ should have to be the same as that proscribed in law, argues Jane Fuller 

It is not easy to see yourself as others 
do. A startling example of this was the 
Financial Conduct Authority’s (FCA) 
decision to drop a thematic review of 
banking culture. John Griffiths-Jones, 
FCA chairman, told a parliamentary 
committee he did not think it was 
‘a big story’. Yet it prompted criticism 
in the media and from politicians, 
culminating in the grilling by MPs.

Management teams face a similar 
problem in deciding what is material 
because they need to assess the way that 
users of accounts will react. International 
Financial Reporting Standards say: 
‘Information is material if omitting or 
misstating it could influence decisions that 
users make’. Specifically (as required in 
IAS 1), the assessment ‘should take into 
account how users could reasonably be 

expected to be influenced’. 
For management, the requirement 

to read the minds of equity and 
debt investors is not so routine. The 
International Accounting Standards Board 
(IASB) is tackling this by developing a 
practice statement (PS) on the application 
of materiality, for which the consultation 
period has just closed. While the content 
is largely motherhood and apple pie, it 
touches on some important principles and 
is given an edge because the IASB is doing 
something different from the US Financial 
Accounting Standards Board (FASB), which 
has been criticised by users of accounts for 
responding to complaints from preparers. 

The confused set wanted the legal 
and accounting definitions of materiality 
to be the same. The US Supreme Court’s 
definition appears to give preparers more 

discretion to leave things out. It has said 
there should be ‘a substantial likelihood 
that the disclosure of the omitted fact 
would have been viewed by the reasonable 
investor as having significantly altered the 
“total mix” of information made available’.  

While FASB’s motives are similar 
to those of the IASB in encouraging a 
disciplined approach to disclosures, there 
is no need for accounting standards to 
echo the law. Legislation proscribes the 
worst behaviour; standards complement 
this by prescribing something better. 
Indeed, a PS encourages the best. 

Pushback from users of accounts 
may give the FASB pause for thought 
– it is, in any case, reviewing disclosure 
requirements for such standards as 
fair value measurements and defined 
benefit pension plans. Its pre-2010 
view on materiality was that no general 
standard could take into account ‘all 
the considerations that enter into an 
experienced human judgment’. With 
transatlantic convergence off the agenda, 
the cultural divide between a principles-
based and rules-based approach to 
standard-setting may be resurfacing.

The concept of materiality emphasises 
judgment rather than a numerical 
threshold. This is why the materiality 
segment of auditors’ reports seems the 
most backward, still clustering around the 
age-old level of 5% of pre-tax profits. 

The draft PS sniffs at ‘the tendency 
for management and auditors to focus 
too much on the quantitative aspect of 
materiality’, but qualitative triggers are 
not clear-cut. They lurk in those small or 
highly uncertain numbers that answer 
a user’s unspoken question or draw 
attention to a trend, so it is useful to know 
that an international bank only holds an 
immaterial amount of the sovereign debt 
of a heavily indebted eurozone country.

Conventional wisdom has it that annual 
reports are cluttered and management 
should be cutting stuff out. But because 
they will never know exactly what will 
pique the interest of users of accounts, 
my unfashionable belief is that if in doubt, 
they should leave it in. ■

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

and Assurance Council of the 
Financial Reporting Council

Comment | Jane Fuller

Accounting and Business 03/2016

20

IE_UK_COM_Fuller.indd   20 09/02/2016   14:48



03/2016   Accounting and Business

Ain’t misbehavin’
Poor corporate culture can end up sinking businesses, even whole economies, says ACCA 
president Alexandra Chin, and our profession is the one that can help put matters right

ACCA has been conducting research 
with its global membership about how 
corporate culture influences the way in 
which people behave (see our article on 
corporate culture on page 36). Nearly 
2,000 ACCA members responded to a 
survey whose report makes clear just 
how important culture is.

Many may have overlooked the critical 
importance of culture in the past, citing 
other reasons why some companies have 
acted in the way they did. But there now 
seems to be overwhelming evidence that 
culture is all-pervading. I was particularly 
interested in how culture can be shown 
to influence how people behave when, 
as the report says, they think that ‘no one 
is looking’.

The survey found that leadership – 
‘the tone at the top’ – plays a vital role 
in channelling functional behaviour, 
according to 60% of respondents; only 
20% said that incentives were the most 
influential element in affecting behaviour, 
and just 10% thought that rules and 
procedures had most influence. Business 
leaders seem to agree and are now 
starting to take a close look at their own 
organisational cultures to establish what 
they need to change.

Leadership is key, and its positive 
impact was particularly emphasised 
by respondents from East Asia and 
the Pacific (mainly China, Malaysia and 
Singapore), although respondents from 
the rest of Asia (including the Middle 

East) ranked the influence of rules and 
procedures more highly. 

The focus on culture has become 
a great deal sharper since the 2008 
financial crisis, when a lot of questionable 
activities were driven by the tone at the 
top. It could even be argued that earlier 
crises were also driven by underlying 
organisational cultures. We have all heard 
about employees being told they had to 
‘succeed at all costs’,  ‘go for short-term 
success’, or ‘remember the bonus at the 
end of the year’.

Culture – good or bad – is so 
embedded in many organisations as to 
require quite some time to change. As 
finance professionals, we have a vital 
part to play in that change. We have an 
almost unique, overarching view of the 
organisations for which we work. More 

than any other professionals, we have an 
in-depth knowledge of how departments 
and hierarchies operate, what makes 
them tick, and whether there is a healthy 
corporate culture in operation.

The information and insights that we 
have as finance professionals – along 
with our ability to report them effectively 
and to have an impact on performance 
management – can therefore be helpful in 
enabling organisations to make changes 
for the better.

Our report encourages boards to start 
a constructive dialogue about culture and 
underlying behaviours. We must be part 
of any discussion that will result in better 
corporate culture. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

We have all 
heard about 

employees being 
told to ‘succeed 

at all costs’ or 
‘remember the 

bonus at the end 
of the year’
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New business, same rules
Digital-only businesses are reshaping the economy, but we should be wary of allowing 
them to reshape the tax rules as well, argues Ian Guider

The pace of change in the world of 
technology has been dizzying in the 
last decade. It is hard to believe that at 
12 years old Facebook is a veteran, and 
that companies formed not even five 
or six years ago have valuations that 
make some corporate titans look like 
penny stocks. 

With a simple click or swipe we can 
order an incredible array of consumer 
goods and services, while the way 
businesses work has been revolutionised 
forever – for the better.

It is now possible for almost anyone to 
set up their own business. Own a decent 
car and you can be an Uber driver. Your 
spare room can turn you into a B&B host. 
Be a good cook and you can sell your 
skills to diners looking for a meal (yes 
there’s an app for that too). 

The so-called ‘sharing economy’ has 
created a huge worldwide army of new 
entrepreneurs. Are we harnessing what 
that means for our economy or shackling 
the innovative spirit by applying rules, 
regulations and taxation developed 
decades ago for another era?

Over the last number of months 
Airbnb has been advertising heavily in 
Ireland about how the cash its hosts make 
from renting out spare rooms and homes 
is being used for greater purposes and 
boosting the economy. The campaign 
sprung up from a warning by the Revenue 
Commissioners that the income hosts 
earn from Airbnb is liable to tax. This 
came as a great surprise and worry to 
many people who have properties listed 
on Airbnb. The company is lobbying for 
its hosts to come under the rent-a-room 

scheme, which allows income under 
€12,000 to be out of the tax net. 

Across Europe’s cities we have seen 
Uber being challenged by the taxi 
industry to prevent the service gaining 
a foothold and disrupting the status 
quo. It is a battle that the taxi industry 
is struggling to win as Uber has deep 
pockets and the highest valuation of any 
private startup in the world.

Airbnb and Uber are perhaps the 
poster children of the sharing economy, 
creating a legion of impersonators. It 
is common in the tech world for any 
new company to call themselves ‘the 
Uber’ for whatever service they are 
seeking to disrupt. And many of these 
startups have threatened the viability of 
household names.

But for all of the talk of disrupting 
outdated industries and services 
and creating a new generation of 
entrepreneurs, what many of these 
new companies and services are really 
talking about is replacing their traditional 
competition. Arguing for special taxation 
treatment is a simply a way of speeding 
up this process. 

The sharing economy has undoubtedly 
empowered many people. Airbnb may 
provide you with a more personalised 
holiday experience, but it is providing 
the same service as a hotel and should 
be subject to the same taxation. We 
shouldn’t forget that the hotel industry 
also has to meet a host of safety 
regulations and other standards, all 
of which adds to its costs. This is but 
one example. 

As much as the digital economy 
might prefer a libertarian society 
where technology frees us from 
government bureaucracy and taxation, 
it needs to accept that it faces the same 
responsibilities as every other sector.

We should be encouraging as many 
people as possible to harness the digital 
revolution – who knows what companies 
may emerge in the next five to ten years 
to change our lives? But we should also 
expect them to play by the same rules as 
everyone else. ■

Ian Guider is markets 
editor at the Sunday 

Business Post
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Snapshot: indirect tax 

Keeping compliant with the many 
legislative changes affecting indirect 
taxation is a massive challenge.

In Europe, changes to the 
‘place-of-supply’ rules in force 
since the start of last year, which 
moved the VAT charged on 
telecoms, broadcasting and other 
electronically delivered services 
from an ‘origin’ to a ‘destination’ 
system, are starting to be mirrored 
in territories such as Japan, South 
Korea and South Africa. 

In Europe, the European 
Commission is pursuing the ideal of 
a destination-based system for the 
supply of goods and is consulting on 
simplifying tiers within the reduced 
VAT rates member states charge.

Other territories continue to 
move from general sales taxes 
towards a VAT-style system. All 
these measures will impact on 
corporate tax departments.

For advisers, broad technical 
knowledge of indirect taxation 
at regional and local level is 
crucial, along with an in-depth 
technical knowledge of the client’s 
business sector. VAT is a tax on 
transactions so there is often a 
need to understand the entire 
supply chain in order to provide 
the client with the correct answer. 
Finally, you’ll really add value when 
you have gained an understanding 
of how VAT is managed within the 
business, and of the processes 
and controls required to ensure 
compliance and minimise VAT risk. 

Audrey Fearing, indirect tax partner, EY

The view from
Ronan Liddy ACCA, Gahan & Co, Dublin, on building 
relationships with SME clients

Within the business, I’m the fi rst point 
of contact for all accountancy and 
taxation requirements. This role allows 
me to work closely with the client on all 
aspects including bookkeeping issues, 
taxation advice, fi nancial reporting, 
Revenue issues and other stakeholder 
requests. This personal relationship helps 
build important ‘know your customer’ 
information and gives me a better 
understanding of their business and 
accountancy needs.

Clients now demand much more up-to-
date and current fi nancial reporting. 
They are no longer content to have their 
annual profi ts reported every 12 months, 
but are looking for quarterly and monthly 
reporting that lets them analyse trends 
and plan future budgeting. They want 

current and relevant information so they 
can react to their business needs now.

As an accountancy fi rm that focuses 
solely on small and medium-sized 
enterprises, a major threat is that Big 
Four fi rms will soon begin targeting 
the SME market by using cloud-based 
services. Some have already started 
quoting fi xed-fee structures and have 
dedicated departments to focus on the 
market. The key for a practice like ours 
is to stay technologically aware and 
deliver great insight and service with that 
personal touch. We are fi rm believers in 
the power of the cloud and view IT as a 
key tool in client satisfaction.

What I fi nd particularly rewarding is 
the nature of the relationship I have 
built with clients. They are confi dent in 
my knowledge, and when your expertise 
is recognised, the results can be tangible 
in the form of growth. I enjoy the day-
to-day accountancy work and get great 
satisfaction in meeting deadlines and 
hitting my targets. 

We are currently seeing fresh optimism 
among SMEs. Our clients are no longer 
content just to survive and are looking 
at all possibilities for expansion and 
sustained growth.

Some years ago Paddy Gahan of Gahan 
& Co set up a small business owners 
online community. It focuses on small 
businesses in a community interacting 
with each other via social networking and 
offers pooled advice on business issues. 

The most important business lesson 
I have learned in my career is that 
knowledge is power. In my experience, a 
fi rm and concrete knowledge base is the 
foundation for a successful career. While a 
smooth tongue can get you into a room, 
it’s knowledge that will keep you there. 
This involves keeping up to date with 
changing legislation and ensuring that 
any communication to your clients is both 
accurate and current. ■

The key for a 
practice like 

ours is to stay 
technologically 

aware and deliver 
great insight and 
service with that 

personal touch
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Addressing the theme of ‘the 
profession the world needs’ at ACCA’s 
recent International Assembly meeting, 
panellists identifi ed the challenges 
facing accountants today. 

One of these challenges stems 
from the need to learn the lessons of 
the global fi nancial crisis in order to 
avoid repeating past mistakes while still 
encouraging growth. 

Melanie McLaren, executive director, 
codes and standards, at the UK’s Financial 
Reporting Council, said: ‘Our stakeholders 
want assurance that we have learnt the 
lessons from what’s gone wrong in the 
past, as well as capturing what’s worked 
well. But we have had a crisis and periods 
of austerity, and people want economic 
growth. So there’s a particular emphasis 
on reducing the burden on business. 

‘In the UK and internationally, 
regulators are having to work harder to 
justify any changes or new standards 
they put into place. They have to be 
proportionate and support economic 
growth over the longer term. That means 
we have to get better at doing the things 
accountants are meant to be good at – 
looking at the cost-benefi t analysis.’

However, regulators on their own 
cannot succeed in raising standards 
of accounting, reporting or corporate 
governance, McLaren admitted. She 
said: ‘Regulators have had to show 
that we have big sticks to wield and 
there’s a degree of mandation. But 
that’s about setting minimum standards, 
and I encourage the profession to be 
ambitious around making improvements 
and working with regulators to nudge 
things forward.’ 

This more voluntary approach to 
encouraging best practice has long been 
captured in the UK’s ‘comply or explain’ 
approach to the UK corporate governance 
code, while Australia has what McLaren 
termed the ‘clearer and more concise’ 
version of ‘if not, why not?’ 

She added: ‘Regulators can’t continue 
to raise the bar just by setting regulations. 
We all need to work together in the public 
interest to attain long-term sustainability.’ 

The middle ground
Paul Druckman, CEO of the International 
Integrated Reporting Council, also 
highlighted the need for a new approach 
to regulation and a longer-term 

focus. ‘We have been having a binary 
discussion about voluntary or mandatory 
[requirements],’ he said. ‘There is a middle 
way – where there is something you 
should do rather than something you want 
to do or have to do.’ 

Having recently attended meetings 
of the G20 and the B20 (independent 
business associations from the G20 
economies) in Turkey, Druckman sensed 
considerable interest in the idea that ‘we 
have gone too far towards “hard” law’. He 
said he had also heard a lot of talk about 
‘thinking longer term – that doesn’t mean 
long term but longer term; and looking 
forward, not just back’.

Panellists also highlighted the need 
for greater harmonisation if the profession 
is to maximise its positive impact in the 
world. Petr Kriz FCCA, president of FEE, 
the European Federation of Accountants, 
referred to the audit reforms being 
implemented across Europe. ‘There are so 
many member state options that creating 
alignment is pretty diffi cult,’ he said, 
calling on member states to coordinate 
their actions as far as possible. 

Kriz urged professional bodies to push 
for more international harmonisation for 

Adapt or be swept asideAdapt or be swept aside
From regulation and standardisation to skills development and big data, the profession 
is facing challenges at every level and must embrace change if it is to remain successful
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the benefi t of their members. ‘The more 
international the profession gets, the 
more opportunities members will have,’ 
he said. ‘They can move crossborder, 
or stay where they want and work on 
crossborder issues.’

Kriz also urged professional bodies to 
‘promote and prefer quality over quantity’. 
He said: ‘This will help society and the 
public interest, but will also help the good 
practitioners to distinguish themselves 
from the bad guys, and build trust in 
professional accounting organisations.’

The importance of developing highly 
skilled professionals was emphasised by 
Sarah Blackburn, global treasurer and 
past president of the Institute of Internal 
Auditors. She said internal auditors 
already have broad skills – capability in risk 
management, in fi nancial and non-fi nancial 
areas, and in assurance around strategic 
and narrative reporting. These skills are 
needed by audit committees and others 
having to report externally, who want more 
assurance to support their reports. 

She added: ‘The challenge internal 
audit has, along with every other part 
of the profession, is the shortage of 
highly skilled people to do the work. 

We are looking for people who can talk 
to the board, to non-execs on the audit 
committee, who have knowledge of the 
organisation and understanding of its 
culture, and have the ethical resources 
– which are grounded in being part of a 
professional body – to understand how 
their work relates to the public interest.’ 

She expressed concern that there are 
fewer opportunities today for individuals 
to serve apprenticeships in a range of 
audit and assurance roles and so gain 
the necessary capabilities. ‘People want 

instant results, and yet to grow someone 
who can commune with the board takes 
time and experience,’ she said. She 
challenged the profession to fi nd new, 
faster ways to ‘get professionals up to 
speed and interacting in the right way’.  

Accountant as concierge
All panellists picked up on the challenge 
facing the profession from new 
technology, digitalisation and big data. 

Kriz warned the profession would 
face ‘external competition, particularly 
from IT companies and new economy 
companies – because this is about big 
data processing and analysing data, and it 
will need large investments’. 

Blackburn suggested that 
sophisticated data processing and 
analysis would replace some accounting 
activities, and that the profession should 
focus on ‘the luxury end of the market – 
personal service’. She said: ‘Maybe there 
will be fewer accountants in the world, but 
we will be the ones acting as a concierge, 
helping organisations and individuals 
through the maze of regulation and all the 
other pressures they face.’ 

Druckman endorsed this theme, 
saying: ‘We need to get away from 
being those that provide data to those 
that actually understand data. With 
technology and big data, the problem 
we have is data overload. So what is 
important? What are the key things 
that your clients don’t understand or 
management don’t understand that may 
have a fi nancial aspect and that’s not just 
about transactions? 

‘The risk for the profession is that it 
gets stuck in bean-counter world, and 
unless we develop the profession with the 
skills and talent where it can be more in 
the world of analysis and understanding, 
then the profession could face a bleak 
and underpaid future.’ 

McLaren emphasised the opportunities 
in a high-tech future world: ‘We may need 
to take some risks ourselves in addressing 
this new world,’ she said. ‘We need to 
use our imagination and all the skills we 
learn as professionals about exercising 
judgment and thinking through scenarios 
in a mindful and opportunistic way.’ 

ACCA president Alexandra Chin 
concluded by summing up the mood 
in the room: ‘Change is unavoidable. 
We must all embrace the change that is 
coming and stay relevant.’ ■

Sarah Perrin, journalist

The risk is we get 
stuck in a bean-

counter world, and 
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The view from
Caroline Conway, ACCA affiliate, promotions controller, 
commercial finance, Coca-Cola Hellenic Bottling Company

At Coca-Cola Hellenic Bottling 
Company (CCHBC) Ireland & Northern 
Ireland, I advise on our promotional 
strategies. I am responsible for analysing 
and developing the promotions we 
run to ensure they are successful for us 
and our customers. I look at past and 
upcoming promotions taking place in a 
local store or supermarket and work with 
the commercial team to evaluate them 
in terms of profi tability and joint value 
for our business and our customers. This 
involves creating new templates and 
streamlining reporting systems. Day-to-
day responsibilities also include reporting 
to local management and group HQ. 

My current role places me at the heart 
of the business. Our business partnering 
system with the commercial team allows 

me to be a trusted consultant, advising 
on what to promote, and giving insights 
into which promotion worked best or 
worst historically in terms of profi tability. 
I infl uence key decisions based on the 
story the numbers tell and I enjoy being 
able to tell that story with confi dence, 
with the weight of the ACCA Qualifi cation 
and all that it teaches behind me. In 
the short term, I would like to gain 
more exposure to investor relations 
and experience the more corporate side 
of CCHBC.

My ultimate goal is to be CFO of a 
multinational. I’ve worked from the 
bottom up through my career in fi nance, 
starting at preparing accounts within 
practice, then moving to industry and 
gaining experience in accounts payable, 
accounts receivable, cashfl ow, banking 
and treasury. I then moved to a fi nancial 
reporting role, closing and reviewing 
month-end, developing and streamlining 
management reports, year-end audits, 
impairments and statutory accounts, and 
I’m now focusing on honing my skills in 
analysis and process improvement in 
commercial fi nance. 

In Ireland, CCHBC has a long and 
proud history of actively supporting 
communities. In 2015, Coca-Cola Zero 
bike schemes were introduced in Cork, 
Limerick and Galway. We supported the 
launch of a new scheme in Belfast and 
the expansion of the highly successful city 
bike scheme in Dublin. Since 2005, we 
have donated €625,000 to non-profi t and 
community groups on the island of Ireland 
through the Coca-Cola Thank You Fund. 

The most important business lesson 
I’ve learnt is to conduct myself 
with integrity, and to be honest 
and accountable for my decisions. 
I’ve also learned that when providing 
information to senior management, it’s 
important to get straight to the point, 
whether the news is good or bad. Keep 
it brief and relevant, especially in a fast-
paced company. ■

I influence key 
decisions based 
on the story the 

numbers tell 

Snapshot: life sciences 

The regulatory environment for 
pharmaceutical and medical 
device companies is incredibly 
complex. Chief among regulators’ 
concerns is ensuring that drugs and 
interventions are safe, overseeing 
how commercial entities interact 
with doctors, hospitals and patients 
plus, increasingly, highly complex 
requirements around data handling 
and protection. Yet all this brings 
opportunity for the life sciences 
sector; companies need to invest 
in compliance, and managing 
these areas well can bring 
competitive advantage. 

Economic pressures on 
healthcare budgets, particularly 
in Western Europe, mean pharma 
and device companies need to 
compete for their share of the 
total health spend. Companies are 
therefore competing on innovation 
and need also to engage in debate 
around charging. In addition, 
there’s pressure to provide data on 
issues such as delivery, results and 
managing care pathways.

In terms of the industry’s 
requirements from the fi nance and 
accounting sector, a premium is 
placed on technological aptitude 
and business insight. Advisers at all 
levels need to be able to show that 
they understand the world of broad 
and deep data and, in particular, 
where it comes from and how it can 
be used to derive real insight and 
business value. 

Hanno Ronte, healthcare and life 
sciences partner, Deloitte 
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Helping hands
Corporate responsibility programmes add up to 
more than simply handing out cash, and deliver 
benefits for both donors and recipients

Just giving money is no longer good 
enough. In the world of corporate 
social responsibility (CSR), where 
companies want to be good corporate 
citizens, the focus is very much now 
on adding value, engaging with 
staff, customers and the recipients of 
corporate generosity, all the time with 
a firm eye on brand alignment and the 
overall impact on the business.

The ideal CSR programme will achieve 
a win/win result, where supported 
organisations benefit but also where there 
is a measurable benefit for the company. 
It could be through increased sales, 
improved staff morale, a higher profile 
or improved corporate reputation, but 
whichever way it is measured, companies 
have woken up to the fact that it can be 
good to give.

‘CSR is now a common part of 
business conduct for all progressive 
organisations,’ says Ailish Smith, account 
director at PSG Plus, the Dublin-based 

corporate reputation agency. ‘However, 
CSR enjoys such a wide definition that 
almost anything can be positioned as 
CSR and this can actually undermine 
its importance. For some organisations 
CSR means meeting legal or regulatory 
obligations. For others, it is an ethos that 
drives every business activity and for some 
companies CSR is based simply around 
charitable giving.’

According to Business in the 
Community (BITC) Ireland, 48 of the 
largest businesses in Ireland contributed 
more than €22m to community projects 
in 2014. This included €8.7m of in-kind 
donations, €10.5m in cash donations and 
€3.5m raised by employees. Volunteers 
gave more than 212,000 hours of their 
time to over 7,500 community projects. 
BITC Ireland sees a number of trends in 
CSR developing during 2016, including 
a focus on climate change, sustainable 
procurement, environmental matters, 
overwhelmed employees and gender 

diversity. These issues will emerge against 
the background of the European Union’s 
non-financial reporting directive (which 
must be adopted into Irish law to become 
effective from 2017) and the 17 United 
Nations sustainable business goals.  

Core values and purpose
Which is why it is important that 
organisations know and understand their 
own CSR priorities – how and why they 
are involved in such activity and, most 
importantly, how it is measured. As Smith 
says: ‘Ultimately, CSR must support your 
business objectives, but CSR is not about 
how much money you make; it is more 
about how you make your money. A vital 
part of the process should be devising a 
CSR strategy that aligns your company’s 
core values and purpose with behaviours 
day to day.’

At KPMG, the firm endeavours to 
place CSR at the heart of its corporate 
strategy. ‘Our whole CSR strategy is 
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embedded in all that we do day to day; 
we see it as being at the heart of all good 
organisations,’ explains Karina Howley, 
KPMG’s head of CSR in Ireland. ‘We are 
committed to making a difference in the 
communities within which we operate.’

Howley says that, through BITC, 
the firm measures all the community 
connections that the staff have during the 
course of a year, including all donations, 
whether through pro-bono work or in 
cash, the hours that are put in and how 
much employees fundraise. ‘This annual 
assessment allows us to measure the 
impact,’ Howley explains. 

The firm splits its programme into 
different categories – community, 
charity, education, the environment, 
the developing world and workplace 
practices. ‘Education is one of the big 
areas for us – we hire well-educated 
people and we want to give back,’ she 
says. ‘Education is paramount in terms of 
developing our society for future success.’ 

KPMG programmes include reading 
activities in primary schools, mentoring 
schemes in secondary schools and 
encouraging university students to be 
active in their communities. The ‘Get 
Cents’ money management programme 
– arguably a great fit for accountancy 
firms – is proving particularly popular, 
as is the firm’s ‘Stories in Boxes’, which 
provide multi-sensory interactive 
storytelling experiences for children with 
learning disabilities. 

KPMG is also among those that help 
other organisations measure the impact of 
their own programmes. The firm recently 
revealed that non-financial reporting 
among Ireland’s largest companies 
lacked consistency, making it almost 
impossible for stakeholders to compare 
one company’s performance easily and 
accurately with another’s. More than half 
(57%) of these companies do include 
corporate responsibility information in 
their annual report, usually in a specific 
section dedicated to the topic, though 
only a quarter (26%) had such information 
verified by a third party, some way off the 
global average of 42%. 

Colm O’Se, a partner at KPMG, 
says that the findings showed a clear 
opportunity for companies to step up 
their commitment to providing good-
quality information and reporting on 
non-financial matters. ‘Global reporting 
guidelines should help address the issue, 
but we all have a role to play,’ he says. 

These issues go wider than just CSR, 
but they serve to demonstrate the need to 
measure and report on such non-financial 
activities, as it can help both internal 
measurement of CSR programmes and 
external recognition of the value such 
programmes create.

CMRF Crumlin, the Dublin-
based children’s hospital, is one such 

organisation that recognises the value 
of CSR programmes, having benefited 
from corporate, as well as individual, 
generosity over the years. ‘Engagement 
with corporate donors is a two-way street,’ 
says Crumlin’s chief executive Joe Quinsey. 
‘We never say it is all about us or all about 
the children; we want to work out what is 
important for the corporates and how we 
can engage with them.’ 

Customised engagement
He adds that there can be a very eclectic 
mix of corporates wanting to give to the 
charity, so it is important to figure out 
the motivation of each. ‘We will then 
customise the engagement and the 
solution,’ he says, ‘learning from our bank 
of experience, as companies will ask us 
what we want or how can they help.’ 

While Crumlin has a ‘handful’ of 
partnerships that are in for the long run, 
most will develop a specific programme, 
with a specific target that can last 
between one and two years. Quinsey 
sees that a strong CSR programme can 
be very effective for staff engagement 
and will also demonstrate to the outside 
world the importance a company places 
on ‘doing good’. As he says: ‘CSR should 
be considered an important part of the 
corporate agenda. Taken seriously, the 
payback can be much bigger.’

So what makes a successful CSR 
programme? According to Aoife Davey, 
group marketing manager for gift card 
provider One4all, an effective campaign 
must be tied to business objectives. ‘It 
should align with your brand,’ she says, 
adding that good staff engagement will 
boost motivation. ‘And it must resonate 
with your customers.’

Indeed, One4All has teamed up with 
Crumlin for week-long shopping events, 
which see the company donating cash 
every time someone uses one of their 
gift cards. As well as raising €200,000, 
the event helps drive redemptions of gift 
cards – clearly a benefit to One4all and 
its retailing partners. Separately, One4all 
has raised €500,000 through its annual 
bike ride Cycle4Haiti, which also boosts its 
Bikes4work scheme.

Smith advises companies to actively 
report their CSR successes. As she says: 
‘A serious and strategic approach to CSR 
communication fosters transparency and 
enables an organisation to gain credibility 
and trust among stakeholders.’ ■

Phil Jones, journalist

‘CSR should be 
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Gender menders
Mentoring and career support schemes for women have an important role to play in the 
drive to achieve a better gender balance at the top levels of companies

Having more women in senior roles 
is a matter of good business practice 
as well as simple equality. The point 
was made some years back in a study 
by consultancy Catalyst that found 
that Fortune 500 companies with the 
greatest representation of women 
in management positions delivered 
a 34% higher return to shareholders 
than companies with the poorest 
representation did.

That revelation was backed up 
five years ago by the Davies Report’s 
recommendation that FTSE 100 boards 
should aim for a minimum of 25% female 
membership by 2015. A review at the 
end of last year found more women on 
FTSE 350 boards than ever, with female 
membership of boards having more than 
doubled in five years, and women making 
up 26.1% of FTSE 100 board members. 
There are now no longer any FTSE 100 
boards without a woman, and just 15 
FTSE 250 companies in that position; back 
in 2011 there were 152 all-male boards in 
the FTSE 350.

The 30% Club
Supporting the call for more women at 
board and senior management level in 
Ireland, the 30% Club launched an Irish 
chapter in January 2015. The organisation 
originated in the UK in 2010 with the 
aim of having women make up 30% of 
the membership of boards and senior 
management by 2020. It is credited with 
helping change the mood and culture 
in Britain. In Ireland the 30% Club is 
actively backed by ACCA and many 
large businesses, including BNY Mellon, 
JP Morgan, Accenture and the Big 
Four firms. 

Lynn Walton FCCA, head of fund 
accounting complex event support at 
BNY Mellon, believes the 30% Club ‘has 
already had an effect’ in Ireland. She says: 
‘Their aim is to be a forum for discussing 
and sharing relevant information and 
learning among business leaders. They 
have hosted a number of council events. 
They showcase diversity, education, 
career experience – the components 

of a concerted programme of change. 
In collaboration with the IMI [the Irish 
Management Institute] they have piloted 
a mentoring programme, and have also 
been awarded a number of scholarships 
to support the goal of better gender 
balance through education. As a starting 
point, the 30% Club has done extremely 
well. I understand that they are doing 
some research locally to benchmark the 
progress for Ireland, which I am very much 
looking forward to reading. 

‘I am involved in a Women’s Initiative 
Network [WIN] at BNY Mellon, which 
involves women at all levels. More senior 
women within the organisation can give 
back something to more junior women. 
I chair the women’s career and personal 
development committee at BNY Mellon. 
We look to the 30% Club for events and 
support and its cross-company mentoring, 
which BNY Mellon actively supports.’ 

The bank’s WIN internal mentoring 
programme pre-dates the 30% Club’s 
presence in Ireland and is in its third 
year. It has so far involved 90 people as 
either mentors or mentees, 75% of whom 
have been women. ‘It is primarily aimed 
at women, but we have had some men 
as both mentors and mentees,’ says 
Walton. ‘We don’t have repeat mentees, 
but we have had some mentors who want 
to sign up again.’ 

Mentoring programmes run for six 
months, from September to April to avoid 
the summer holiday season. ‘During the 

course of the six months we ask mentors 
and mentees to meet at least once a 
month and we put on a mid-term session 
of training and coaching for them,’ says 
Walton. Activities within the mentoring 
relationships can include job shadowing, 
networking, introductions to senior staff 
and advice on career advancement. 

‘We ask people to apply formally to go 
on the mentoring programme because 
different people have different ideas on 
what they want to gain,’ Walton says. 
‘Some will want mentors in the same 
location while some will want mentors in 
the same business line. At the end of the 
programme if the relationship between the 
mentor and the mentee is going well, they 
can continue that outside the programme. 
The feedback we get is great.’ 

Coaching and mentoring
Orla Carolan FCCA, vice president 
– financial reporting at JP Morgan in 
Dublin, trained last year to become an 
executive coach. ‘I think coaching can 
be very significant and benefit women 
hugely, empowering them to focus on 
areas such as executive presence and 
leadership skills, and enhancing their 
confidence in moving forward to achieve 
success. Executive coaching can support 
this journey in a very positive way, with the 
client or coachee owning their desired 
outcome and being accountable for 
achieving it. 

‘Mentoring is also very useful, and 
I am incredibly lucky to be involved in 
running my organisation’s mentoring 
programme in Dublin. Having a good 
mentor, or multiple mentors, either formal 
or informal, who have different skills, 
experience and backgrounds, is really 
beneficial for support, advice and as a 
sounding board for ideas and challenges. 
This can be especially useful where a 
mentor has experienced similar situations 
or overcome challenges that the mentee 
is seeking direction on.’ 

Carolan stresses that while changes 
in working practices can assist women’s 
careers, they can also be positive for men. 
Many of the challenges revolve around 

‘Coaching can 
empower women 

to focus on 
executive presence 

and leadership 
skills, and enhance 
their confidence in 

moving forward’
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family responsibilities and the constant 
juggle of multiple roles. ‘Executive 
coaching can also focus on progression 
and positive change in this area, homing 
in on personal effectiveness, work-life 
balance and wellness, and focusing on 
positive mindset and achievements, 
which can often be overlooked,’ she 
says. ‘All of these areas underpin our 
lives and our performance at work and 
are really important considerations for 
both men and women with demanding 
careers. Coaching can help focus and 
development in these areas to support 
sustainable career success.

‘I definitely see a continued move 
to support women moving forward in 
their careers and into leadership roles. 
Flexibility is one of the key areas that 
can support this to allow women to 
sustain their roles and balance family 
commitments. The practical side of 
these arrangements can sometimes 
be challenging, meaning more 
working around or using home time to 
compensate for flexibility during core 
working hours. However, the advantages 
of having that balance and flexibility 
available can be invaluable and in some 

cases be the decision-maker in whether or 
not to stay at work.’

She adds that it must be equally 
acceptable for men to work flexibly and 
for it to be viewed in the same way as for 
women. In her view the more men who 
take equal opportunity to manage work 
on flexible arrangements, the better the 
gender balance in the workplace will be.

Growing confidence
Carolan makes the point that building 
confidence is key. ‘Women themselves 
need to continually nurture their own 
confidence in putting themselves forward 
and believing that they can achieve and 
succeed in their careers,’ she says. ‘Dual-
career families can be difficult to manage, 
but sharing all responsibilities makes it 
easier to sustain. Women need to be 
confident and accept support to allow 
themselves to move forward and not step 
back where they have the choice or want 
to take the career advancement route.’ 

Carolan says that JP Morgan offers 
great support for women in leadership 
and progressing towards leadership by 
means of internal training programmes 
and networks. 

The Big Four firms are also taking 
action to support women in taking 
leadership positions. Deloitte provides 
mentoring for women and encourages 
women to participate in its leadership 
development programme. EY has a 
female staff development programme and 
senior leadership programme. PwC uses 
networking to advance women in the firm.

KPMG Ireland says that although 
it maintains a 50:50 gender balance in 
each year’s intake, this balance is lost 
during career progression. Its initiatives 
to promote the advancement of women 
in the firm include networking, seminars, 
leadership programmes and the 
promotion of what it calls ‘intelligent’ 
working arrangements – exploiting 
information technology to the full to 
support work flexibility. ■

Paul Gosling, journalist

For more information:

The Catalyst study, The bottom line: 
connecting corporate performance 

and gender diversity, is at  
bit.ly/catalyst-study
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Success redefi ned
PwC polled 1,400 CEOs for its 19th annual global survey and found that, in an uncertain 
world, the top bosses in enterprises are having to redefi ne what constitutes success

Confidence heads south

CEOs are much less confi dent about the prospects for 
the global economy than they were a year ago. China 
and the US are still regarded as by far the best growth 
prospects, with Germany and the UK some way behind. 
India and Brazil are also seen as having potential. 

The frown lines deepen

For the fourth year in a row, over-regulation has CEOs more 
worried than ever. Their concern over greater geopolitical 
uncertainty is driven by terrorism and social instability.

The impact of IT and technologically empowered customers 
is a mega-trend that is driving CEOs’ reorientation of the 
business. The graphic shows which technologies they rank 
as generating greatest stakeholder engagement return.

For more information:

To read the full survey, Redefi ning business in a changing 
world, visit pwc.com/ceosurvey

Social value as well as business value

CEOs believe customers are increasingly judging 
companies by how they help wider society, and 24% say 
their company has changed its sense of purpose as a result.

68% Data and analytics

65% Customer relationship 
management systems

53% R&D and innovation

50% Social media 
communications and 
engagement

44% Web-enabled 
collaboration tools

33% Online reporting 
technologies

30% Personal data security

23% Social listening tools

21% Investor relationship tools

45%
Have always 

had a broader 
purpose

24%
Changed 
within last 
three years

16%
Not changed 
and not up for 
consideration

12% 
Not changed 

but under 
consideration

Pessimism pervades global growth expectations

● Confi dent the global economy will improve
● Very confi dent about their business’s growth prospects

2012 2013 2014 2015 2016

79%
74%
73%
72%
71%

69%

Over-regulation ●
Geopolitical uncertainty ●
Exchange rate volatility ●
Availability of key skills ●

Public fi nances ●
Increasing tax burden ●

Top concerns by region

94%

87%

86%

85%

84%
81%

81%

15%

40%
36%

39%

39%
35%

18%

44%

27%

37%

The 
innovation 

edge
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For more information:

See the full results of the survey, and further insights on 
corporate culture to support your programme of change, 

at accaglobal.com/culture

60%
Tone at the top is the most 

influential driver of corporate 
behaviours 

20%
Incentives are the 
most influential 

driver 

10%
Rules and procedures 

have the most influence

Follow the leader
An ACCA report suggests that creating the right tone at the top can be key to regulating 
workplace behaviour while monetary reward comes way down the list, says Pauline Schu

management generally. Half 
the respondents agreed that 
performance-related pay schemes 
help foster best performance, 

although nearly two-thirds (65%) 
suggested that such schemes might 

lead people to exaggerate or falsify 
their performance measures. 

But monetary reward is not the 
strongest motivator. When asked 

about what motivates them most, 
more than half of respondents cited 

recognition for their work; one-third cited 
earning more money. 

In terms of the rationality of management’s judgment, nearly 
one-third of respondents neither agreed nor disagreed as to 
whether staff in their organisation were aware of such cognitive 
bias. Nonetheless, 78% of them recognised that these adversely 
affect decision-making and 76% suggested that teams, including 
boards, should be trained in better decision-making skills so that 
cognitive biases would have less effect.

On average, about 40% of respondents agreed or strongly 
agreed that senior management in their organisation was 
sufficiently aware of what was going on lower down in the 
organisation; almost half (48%) agreed or strongly agreed that 
senior management was accurately reporting information back to 
the board. 

Where to start
Since the financial crisis, there has been fierce debate around the 
issue of corporate culture; the UK Financial Reporting Council is 
just one of the organisations exploring its impact. 

Those willing to engage in cultural change must, however, be 
aware that there is no one-size-fits-all solution and that change 
will not happen overnight. Changing culture is a challenge, 
and organisations should look at the behaviours underlying the 
culture they seek before embarking on change. ■

Pauline Schu is policy and research officer at ACCA and manages 
ACCA’s culture and channelling corporate behaviour work

A strong culture can act as 
an effective regulator of 
behaviour. An established 

culture within an organisation 
affects the way things get 
done, how operations and 
stakeholder relationships 
are managed and, most 
importantly, how people 
behave when no one is looking.

The financial crisis of 2008 
revealed just how a failure to oversee behaviour and set the 
appropriate tone can negatively affect corporate conduct. But 
setting the right tone through the corporate culture can arguably 
channel behaviour more effectively than procedures and rules. 

Looking at the bigger picture, culture influences behaviour 
by giving direction and determining priorities, stating and 
protecting common values and reinforcing a sense of common 
identity. Corporate leadership can significantly influence 
behaviour by setting, embedding and promoting organisational 
values from the top down.

While culture is difficult to define in practical terms, and its 
direct influence on behaviour is hard to demonstrate, findings 
from recent ACCA research, published as part of its Culture and 
Channelling Corporate Behaviour initiative, offer some direction 
for boards willing to set off on a journey of cultural change.

Leaders vs rulers 
The results from the survey, which received responses from 2,000 
members, confirmed the critical role that leadership plays in 
channelling functional behaviour. For more than 60% of those 
who responded, the tone set at the top was the most influential 
driver of behaviours. Only 20% said incentives were most 
influential, and as few as 10% thought rules and procedures had 
most influence.

The positive impact of corporate leadership was particularly 
emphasised by respondents from East Asia and the Pacific 
(mainly China, Malaysia and Singapore), although respondents 
from the rest of Asia (including the Middle East) ranked the 
influence of rules and procedures more highly. 

Many respondents also raised the importance of 
management practising what it preached or ‘walking the talk’, 
saying that the actions and values of leaders were a key to 
maintaining ethics and integrity in an organisation.

The second most influential drivers of behaviour were 
identified by members as incentives and performance 
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A number of factors influence our behaviour, from both our professional and personal lives. 
The balance of these will vary by culture and age group  
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An eye on the facts
Current performance reporting processes are flawed, says an ACCA/KPMG report, 
resulting in missed value opportunities and slow responses to emerging threats

and strategy delivery. For performance reporting to be effective 
a common data hierarchy needs to be deployed across the 
enterprise around the right key performance indicators (KPIs). This 
data supports the representation of a single version of the truth.  

While the ACCA/KPMG study suggests a more consistent 
use of common KPIs across the business, every organisation also 
needs to ask itself if:

* Performance indicators are aligned to strategy?

* The underpinning data is consistent?

* The data is managed in a sustainable manner?
According to the survey, almost 40% of respondents believe that 
decisions are grounded not on information-based insight, but on 
the ‘gut instinct’ of business leaders.

The study suggests three critical areas organisations need to 
focus on to improve performance reporting capability:
1 Build the right data and governance foundation: collect 

the data that really matters. Organisations need to know 
the right data to support an integrated set of defined KPIs. 
Data quality is imperative – it is the bedrock that allows the 
business to trust in the information it receives. And that 
happens through a robust governance process that ensures 
data integrity over time. 

2 Structure the delivery model for success: performance 
information for management needs to be consistent, 
controlled, timely, relevant, complete and delivered in a cost-
efficient manner. Finance function structure and the delivery 
of performance reporting capability will determine success.

3 Empower finance professionals to collaborate effectively with 
the business, with the ultimate goal of increasing the speed 
and quality of decision making. This will bring competitive 
advantage. However, to achieve this financial professionals 
need the skills and behaviour, allied with technology support, 
to allow a step change in performance.

At present, even companies that have invested heavily in 
the area of performance reporting cannot always provide 
accurate sales or stock reports. They lack common definitions 
for fundamental aspects of their business such as ‘margin’ or 
‘spend’. Only by enforcing consistent information standards will 
companies be able to deliver trusted and useful information. »
Peter Williams, accountant and journalist

If corporates are going to perform well in this data-soaked, 
competitive and complex world then they need to secure 
one version of the truth. They also need to move away 

from gut-instinct decision making. This will only happen if a 
business uses performance reporting to link its operational 
activity and decision making to the attainment of its strategy. 

The second of three pieces of research commissioned by 
ACCA and KPMG evaluated the effectiveness of the enterprise 
performance management (EPM) capability within the finance 
function (the first, on budgeting, was covered in Accounting 
and Business, October 2015, page 39). The study suggests that 
current performance reporting processes are flawed. Many 
enterprises continue with ‘information’ that does not support 
rapid and informed decision making. The result, according to the 
authors of the report, is missed value delivery opportunities and 
slow responses to emerging threats. 

To be effective, performance reporting should be developed 
within a performance management framework with three core 
components, the other two being planning, budgeting and 
forecasting, and profitability/costing analytics.

Better decision making
Investing in performance reporting capability offers a real 
competitive advantage. It gives organisations essential 
information to make confident and effective decisions and 
focuses the attention of management on activities that 
really matter. Crucially it provides a consistent view of actual 
performance across the business. 

As the volume of internal and external data continues to 
increase exponentially, along with unrelenting demand for more 
information from the business, organisations are being forced 
to consider what information they need in order to achieve their 
strategic objectives and drive value. 

Leading organisations are building frameworks designed 
to provide a seamless link between strategic objectives, 
the measurement of performance against objectives and 
operational decision making. 

Currently too many others are weighed down by a mass of 
performance reports, often containing too many metrics (many 
of which conflict), offering too little insight. The result is that 
they are unable to analyse the past or anticipate performance 
to enable better decisions. Often, overworked finance functions 
produce reports that neither meet the demands of stakeholders 
nor offer an added-value view of performance.

In the knowledge economy, optimised and appropriate data 
is key for better decision making, competitive advantage creation 

For more information:

Download the full report, Performance reporting: An eye 
on the facts at bit.ly/1M8zRGS
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Looking to the future

Derek Sommerville FCCA was appointed finance director at 
ACCA in the middle of 2015 so in his words is still ‘turning 
some stones over to find out what is going on’. He describes 
performance reporting at ACCA as ‘at a reasonable level’.

‘We understand the need for performance reporting, 
and in terms of revenue reporting we are good at knowing 
what drives our revenue and have key reporting around that.’ 
However, he says, there is further work to do in terms of 
linking cost bases to the revenue. 

Performance reporting emerges from ACCA’s Glasgow-
based centre of excellence, where a concentrated finance 
team services the entire global organisation. Since he arrived, 
performance reporting has been one of a number of priorities 
Sommerville has looked at. Because the organisation is 
continually growing and changing, he says, performance 
reporting will need constant fine-tuning. ‘Performance 
reporting can’t stand still.’ 

Last year, ACCA developed a five-year strategy and KPIs 
were produced to link operational performance to strategy. 
This is where the fine-tuning may come in, as Sommerville 
wants to slim down the existing suite of metrics to a single 
sheet of paper and revisit them to increase understanding of 
how ACCA shapes up, both on a global and regional basis – 
especially in terms of product performance. 

Sommerville says there is a reasonable degree of focus, 
with performance in all the different areas being measured 
against the plan: ‘If there are any deltas appearing, [we need 
to ask] why that is and what remedial action we can take.’

He notes that ACCA, like many organisations, is sitting 
on a considerable amount of data and currently uses legacy 
systems, which cause obstacles in performance reporting. 
This is a key challenge. ‘The legacy system is UK-centric, for 
instance, it is not multi-currency, and we use different systems 
outwith the UK.’ The plan is to move to a single global system 

within the next 12 to 18 months. This will act as a catalyst 
to help restructure processes within finance. A key element 
includes developing a shared service centre and embedding 
key finance personnel in advisory roles in the business to 
improve decision making. ‘We want to free up local finance 
professionals across the globe to act as business partners 
rather than working on transactions,’ says Sommerville.

Alongside automating processes to improve performance 
reporting, Sommerville’s other major challenge is around 
implementing change. ‘Within finance, roles will be upskilled 
and change for the good,’ he explains. ‘This is all about 
putting finance at the centre of the business, getting the 
acceptance and building up trust. We want the operations to 
see the value of using finance professionals as consultants.’

This links back to the overall strategy by providing clarity. 
‘By developing KPIs we can measure the success or otherwise 
of the strategy. Finance should be advising operations on 
what it is doing well, and on investment decisions and how 
they impact on the long-term aim of providing value for 
money and delivering finance and non-finance strategic aims.’

Long relationship
Sommerville has been closely involved in performance 
reporting in his previous roles – he sees it as part of his 
culture. As a consultant to the Hilton hotel group, he worked 
to refine the finance function, to ensure it delivered value 
for money and that structures were fit for purpose. He has 
also worked for an international architecture practice, which 
shared some characteristics with ACCA. There he helped 
the finance function become outward looking and improved 
decision making. Sommerville says the finance function 
should look ahead, too: ‘Any growing and developing 
organisation needs to be forward looking. And performance 
metrics help in shaping and predicting the future.’ ■
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Redback rising – slowly
The Chinese renminbi appears to be experiencing the painful birth pangs of becoming a 
global reserve currency. But it is still a long way off joining the global stage

has become to the US-led market system. But the RMB is not 
free. Instead, it trades in two versions: the onshore, controlled 
currency called the China yuan renminbi (CNY); and the offshore, 
more freely tradable proxy version known as CNH. 

What we can say is that, according to the banking 
communications platform SWIFT, the RMB ranked fifth in the 
table of international payments by value at the end of October 
2015. There are now 12 offshore CNH clearing centres spread 
across Asia, Europe, the Middle East and the Americas, and the 
CNH is increasingly traded on electronic trading platforms that 
now handle the bulk of global foreign exchange transactions. 

As a measure of how widely used the RMB now is, Michael 
Go, Thomson Reuters’s head of market development, FX, Asia 
Pacific, whose platform is one of the world’s largest trading 
venues, says: ‘In September 2014 Thomson Reuters witnessed 
a 351% increase in offshore RMB trading on our FX electronic 
trading platforms versus September 2013, with volumes up 
a further 51% by September 2015. This is testament to the 
staggering growth and development of the currency over the 
past 10 years.

‘Hong Kong has become a leading global hub for RMB 
trade settlement, financing and asset management, where 
a wide range of RMB products and services is available to 
meet the needs of businesses, financial institutions and » 

Having been widely debated for some time, the 
reserve currency question was given a strong and 
perhaps final push when, on 30 November last year, 

the International Monetary Fund (IMF) announced that the 
renminbi (RMB) was to be included in its Special Drawing 
Rights (SDR) currency basket. 

The IMF’s statement raised more questions than answers. 
‘The Board today decided that the RMB met all existing 
criteria,’ it said, ‘and, effective October 1, 2016, the RMB is 
determined to be a freely usable currency and will be included 
in the SDR basket as a fifth currency, along with the US dollar, 
the euro, the Japanese yen and the British pound. Launching 
the new SDR basket on October 1, 2016 will provide sufficient 
lead time for the Fund, its members and other SDR users to 
adjust to these changes.’

The moot issues raised are: whether or not the RMB can be 
termed a ‘freely usable currency’; if 11 months will be sufficient 
for all parties, including China, to adjust to these changes; and 
how the other currencies will react in the marketplace to a freely 
tradable Chinese currency.

Its inclusion in the SDR was, the IMF explained, driven by 
the recognition of the role that China now plays in the global 
financial system and the progress it has made in ‘reforming [its] 
monetary and financial systems’ – that is to say, how close it 

Enter the Redback: the birth of a reserve currency

Headline for web:
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‘There has been a relaxation over 
time of the processes that you need 
to go through to gain permission 
for certain types of FX operations,’ 
says Pogson. ‘I think the two-year 
liberalisation programme that PBOC 
has announced is a statement of 
intent, but it will be a question of how 
the economy plays out as much as 
anything. Foreign exchange stability 

has given them a valuable basis for import/export activity, and 
they have sizeable reserves that they have built up with this FX 
environment.’

New volatility
For the moment, international attention is focusing on the PBOC’s 
daily fixing of the RMB’s value. The August ‘experiment’ was the 
PBOC’s abandonment of the daily fixing of the onshore CNY 
exchange rate that established a mid-rate, allowed for a 2% 
fluctuation up or down. Now, instead of simply fixing its chosen 
rate, it prefers to use indications from the market the previous 
day to determine what the rate should be. This has introduced 
considerable volatility – that is, uncertainty – into the exchange 
rate. The offshore CNH maps the path of the CNY, with occasional 
variations in its one-to-one parity. What used to be a one-way bet 
as the PBOC controlled the exchange rate is now no more, and 
the effects of the new volatility were violently in evidence in the 

investors. Renminbi activities in Hong Kong are supported by 
the renminbi liquidity pool in Hong Kong, which is the largest 
outside mainland China. At the end of 2014, renminbi customer 
deposits and certificates of deposit issued by banks in Hong 
Kong together amounted to over RMB1.1 trillion, according to 
the Hong Kong Monetary Authority.’ 

Moreover, in October last year, China launched its own RMB 
payments system, the China International Payment System. 
This demonstrates a significant commitment to establishing an 
international operational infrastructure to accommodate users 
of its currency. Also significant, however, was that it chose to do 
so to avoid using the SWIFT system in order to keep control and 
keep the data surrounding its currency separate from the US-
dominated international system. 

Path to full liberalisation 
This is an indication that China is not simply going to open up 
its currency to all comers nor relinquish the levers of control over 
its currency. For the time being China is taking the path to full 
liberalisation of its currency one step 
at a time.

‘RMB is the big issue that everyone 
is looking at right now,’ explains 
Mark Webster, global head, FX sales 
at Standard Chartered, based in 
Singapore. ‘Everybody wants to know 
what this is going to mean. We have 
to hold in the back of our minds that 
we are heading towards a complete 
liberalisation of the currency at some 
point. That’s the way the authorities 
are taking us, but we have to deal with 
each step on that path as we get to it. 

‘There will be more to risk and 
greater reduction in the regulation. 
We are seeing greater acceleration 
of easing on the monetary and fiscal 
fronts. The People’s Bank of China is 
obviously working to maintain a stable, trade-weighted exchange 
rate. We expect there’ll be more measures to come down the 
track, and that will only lead to more volatility over time.’

The first major shock of that volatility came in August last year 
when the People’s Bank of China (PBOC) devalued the RMB and 
announced plans to change the way it managed its currency. This 
came as a blow to the market. 

‘I don’t think the 11 August experiment went particularly 
well,’ says Keith Pogson, senior partner, Asia Pacific financial 
services for EY in Hong Kong. ‘In the short term, the PBOC will 
try and maintain more stability in FX rates. This is especially so 
that the SDR inclusion isn’t thrown off-track, but I think they 
are still thinking about how they economically manage the 
exchange rate. After 11 August and the devaluation, they had 
to spend quite a lot of money stabilising the RMB. I think we 
are going to see a number of initiatives that will move them 
closer and closer.

‘We are heading 
towards a 
complete 

liberalisation of 
the currency, but 

we have to deal 
with each step as 

we get to it’
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emerging market fashion, this does not go down well with 
foreign investors whose onshore investments – whether in 
terms of direct investment in property, plant or equipment or 
of portfolio investment – lose value against their base currency. 
Devaluation does not encourage confidence among foreign 
investors, but then China may be different.

What next? 
China is no ordinary emerging market. Already the second 
largest economy in the world, businesses globally want a piece 
of the mainland China economic action, which is, after all, 
why news of a slowdown in growth causes such waves in the 
international economy. Whether the Chinese currency falls or 
rises, it is still home to 1.3 billion potential customers.

Both the trading and the investment opportunities will remain. 
The free floating of the RMB should ultimately stabilise such 
economic relationships, especially if the currency and derivatives 
markets deepen sufficiently to provide ready markets in forward 
foreign exchange, swaps and options to hedge currency risk.

As the RMB becomes more widely used, it can become a 
de facto reserve currency used by markets to price a range of 
commodities. Provided the currency is stable, it would make 
sense for, say, an oil-producing company to sell in RMB if it was 
also purchasing goods in RMB from the Chinese or other parties. 

Such high-level use of the currency would tend to lend 
stability in its relationship with other currencies, as there would 
be ‘real-world’, not just speculative, supply and demand for 
it. One need look no further than the US dollar to see this 
working in practice. So one question might be whether or not 
the inclusion of the RMB in the very short list of global reserve 
currencies would impact supply and demand for the others on 
that list – the dollar, for example.

Inevitably the answer would be yes, in the long term. 
However, it is worth remembering that the vast bulk of the daily 
US$5.3 trillion turnover in global foreign exchange markets 
is conducted in three currencies: the US dollar, the yen and 
the euro. The dollar alone is a component of the vast majority 
of all transactions. It would take the RMB a very long time to 
significantly disrupt this pattern.

However, if the Chinese economy is to become the world’s 
largest over the long term, it is inevitable that its currency 
would achieve reserve status. What we are seeing now are 
the convulsions of a currency and of a government coming to 
terms with its growing presence in global, free markets. How 
that relationship will play out in the run-up to its inclusion in the 
IMF’s SDR basket this October, and to full RMB liberalisation 
in due course, is something that the markets are also coming 
uncomfortably to terms with. 

What’s for sure is the inevitability of China’s increasing global 
economic and market presence. It is what we should expect 
from a country that is home to approaching a fifth of the world’s 
population. Reserve currency status for the RMB is merely a 
consequence of this. ■

Richard Willsher, journalist 

early days of January, with drastic knock-on falls in China’s equity 
market and contagion being felt across markets around the world.

China’s foreign currency reserves are depleting rapidly. ‘There 
was a US$512bn decline in reserves last year. They still have 
reserves of US$3.3 trillion, but of this only about half could be 
turned into cash at short notice,’ says external senior adviser to 
UBS, economist George Magnus. ‘This could disappear quite 
quickly in the event of further outbreaks of capital flight.’ So 
where might this lead?

There have been many examples in foreign exchange market 
history of what happens when currencies’ formal controls are 
removed, even partially. The most recent and disturbing was the 
sudden unpegging of the Swiss franc (CHF) to the euro (EUR) 
on 15 January 2015. Then the Swiss franc made an immediate 
15% appreciation against the eurozone currency, resulting in 
considerable gains or losses to investors, depending on which 
side of the EUR/CHF trade they were holding positions.

This was a revaluation, but Argentina’s unpegging of its 
currency to the US dollar in 2002 resulted in the Argentine peso 
losing 75% of its value over the following few months. However, 
the good news for Argentina’s exporters was that their products 
became cheaper on international markets, just as Swiss exports 
became more expensive when it revalued.

The consequences of the free flotation of the RMB will 
therefore be of significant economic effect for China. Cheaper 
Chinese exports play well in terms of the country’s continuing 
competitiveness on international markets. However, in classic 
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Career boost
Talented candidates may lose out if they cannot communicate their skills and 
successes, says Rob Yeung; plus the perfect etiquette for the fi rst day at work

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: interviews

I recently coached Jasper, a fi nance 
manager who was getting invited 
to interviews but had not received 
any job offers. I took him through a 
mock interview before discussing his 
CV and experience; I quickly realised 
that he had solid skills but was not 
communicating in a suffi ciently 
assertive and positive way.

Many talented candidates don’t put 
across their skills and experience when 
confronted with interviewers face to 
face. Unfortunately, overconfi dent but 
less competent candidates are often 
better at selling themselves during 
interviews than more self-doubting but 
competent candidates.

To win over interviewers, remember 
that they are usually more impressed 

by actual examples. Don’t talk about how 
you generally go about tackling projects; 
prepare to talk about real examples of 
how you added value.

To prepare relevant examples for 
each interview, look at the specifi c 
job advert. For instance, Jasper was 
preparing to be interviewed for a job that 
required ‘proven experience of leading 
a team’ and ‘the ability to function as 
a change agent’. So we worked on 
crafting examples about how he had 
led a team – hired, coached, motivated 
and disciplined people, for instance. We 
discussed how he had proposed change 
and made it happen.

Interviewers are less interested in why 
a problem or situation arose; they want to 
hear about the actions you took to resolve 

it. And to come across as more dynamic, 
avoid speaking about what happened in 
the passive voice, such as ‘The problem 
was resolved by…’ or ‘The project was 
completed successfully’. 

Remember that it’s you who is 
being interviewed for the job rather 
than your team, so talk about yourself 
in the active, fi rst person: ‘I resolved 
the problem by…’ or ‘I completed the 
project successfully’. Yes, at times it 
may be appropriate to talk about other 
members of the team. But, for the 
most part, focus on your contribution: 
‘I suggested’, ‘I persuaded’, ‘I realised’ 
and so on.

When thinking about relevant 
examples, try to recall the barriers and 
problems that you encountered along 
the way. Don’t do yourself an injustice 
by making long, diffi cult projects 
sound too easy. Take your time to 
explain all the unforeseen obstacles 
that arose and the steps you took to 
surmount them. 

I recommend that job hunters write 
at least bullet points for each example 
of the most notable problems they 
faced and the key actions they took. 
Then it’s a case of rehearsing these 
out loud to ensure that you can bring 
them up fl uently and persuasively. 
If you’ve got the experience to get 
invited to interviews, don’t let a lack 
of preparation get in the way of you 
fi nding a great next job. ■

For more information:

www.talentspace.co.uk

@robyeung

Winning ways

Watch Dr Rob Yeung 
expand on these themes at 
www.bit.ly/ACCA-Yeung1
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Best options for pay
Compliance and risk functions 
are the best-paid roles in 
the non-revenue-generating 
areas of finance, according to 
Robert Walters 2016 global 
salary guide. And New York 
comes top among the world’s 
financial centres, offering 
the highest salaries to risk 
managers and compliance 
officers.

Survey results show that 
individuals working in both 
market and quantitative risk 
in the US can command up 
to $300,000 a year, while their 
London counterparts receive a 
comparatively paltry $125,000 
to $140,000. Nevertheless, 
their pay packets are still 
slightly bigger than those 
of risk modelling managers 
working in Singapore, who 
can earn between $97,000 and 
$139,000.

Internal auditors in the UK 
can expect to receive higher 
remuneration than their 
Hong Kong counterparts. 
London-based auditors attract 
pay packets in the range of 
$101,000 to $130,000. Hong 
Kong-based auditors can only 
expect to receive between 
$77,000 and $116,000.

Figures have been 
converted from the original 
local currency into US$ for ease 
of comparison and are based 
on the salaries of workers who 
have five years’ experience.

EY awards $1m prize 
As the winners of the firm’s 
new global recognition 
programme, ‘Better begins 
with you’, EY professionals 
from Germany, Hong Kong, 
Poland and the US will share 
$1m to invest in the initiatives 
they have been working on. 
The programme recognises 
EY people who have brought 
the firm’s purpose – ‘building a 
better working world’ – to life.

Overall, there were five 
winners in four categories: 
driving exceptional client 
service; developing 
outstanding leaders and 

teams; strengthening our 
communities; and pursuing 
innovation. 

Two teams were 
recognised for exceptional 
client service – one serving 
fast-moving consumer 
goods giant P&G in the US 
and the other Germany’s 
Federal Employment Agency. 
Jonathan Zhao, a member 
of EY’s Asia-Pacific financial 
services practice in Hong 
Kong, was recognised for 
building an Asia-wide actuarial 
and insurance risk team in 
just 10 years. Other category 
winners were the EY Poland 
Employees’ Foundation team, 
which provides assistance 
to the legal guardians of 
foster children, and Melissa 
Edwards from the US, who is 
leading EY’s adoption of the 
digital tool ThinkTank. 

Prompt retirement
The UK financial services 
industry could be facing a 
significant talent shortfall, 
recruiter Randstad Financial & 
Professional has warned. 

A poll of UK finance and 
accounting professionals 
carried out by the consultancy 
reveals that almost half (46%) 
plan to retire once they reach 
the state pension age. This 
is because the majority feel 
under pressure to leave the 
industry, as they are no longer 
valued by their colleagues.

With a large proportion 
of baby boomers reaching 
retirement in the next few 
years, this will leave the sector 
with a dearth of talent.

According to Randstad, 
nearly four in 10 (37%) of 
finance employees and 
accountants claimed that there 
was ‘significant pressure’ on 
older workers to leave the 
workforce at state pension 
age. A further 39% of such 
employees believed that 
senior workers face ‘some 
pressure’ to quit their role once 
they become pensionable. 

Tara Ricks, managing 
director of Randstad Financial 
& Professional, said: ‘If we’re 
to avoid a talent exodus, 
banks and accountancy firms 
are just going to have to go 
that extra mile to ensure their 
most experienced workers are 
feeling loved.’ ■

Career boost

Careers: Talent doctor

Headline for web???:

Folio for app:

The perfect: first day at work

First, some housekeeping – what are you going to wear and how are you going to 
get to your new office? Preparing for both these areas will remove some of the stress 
from your first morning. A call to HR to ask for guidance on the former and a dry run 
during rush hour on the latter will give you a realistic, workable plan for arriving on time 
and appropriately dressed.

Next, give some thought to your likely timetable and interaction. Again, asking HR or 
your future boss for information in advance is okay, even desirable. Expect to take a tour 
and go through an induction, and resolve to try and take in as much as possible. Ask people 
about their roles, introduce yourself, explain what you will be doing and engage. 

First impressions count, of course, so look interested, be positive and ask questions. 
Obviously, you’re likely to be bombarded with information and names, but concentrate on 

learning those of your team first of all. 
And assess your near and medium-
term workload. Find out what you 
will be working on, what’s expected 
immediately, soon and later on. 
Try and get a sense of client and 
customer preferences: targeted 

questions, such as which accounts 
do you spend most of your time 
on, will help give you a sense of 
what your own priorities should be. 

On any first day, there’s a ‘how 
do I get things done around here’ 
factor. Get to know your support staff 

– the IT helpdesk, the secretaries and 
associates. Be friendly and start to 
get them onside.

Above all, remember to 
take a snack or two: getting around 

to your first break might take some time.

For more information:

accacareers.com
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Recipe for success
In the third in our series on the strategic role of finance professionals, Tony Grundy looks at 
the key ingredients needed to turn the finance team into a higher value-added function

services inhouse or to outsource some; how to brand the 
department; and how to define its role in relation to the 
business’s strategy regarding acquisitions, alliances, divestment, 
restructuring and turnaround. It may also be helpful to 
benchmark your new strategy against other leading companies.

Structure

* From many levels, with four or five staff at each level > 
To fewer levels, with at least six reports at each 

* From tasks are all ongoing > To 50% ongoing tasks and 50% 
project work

* From fixed job descriptions > To fluid roles with periodic 
rotations of responsibilities

* From efficiency/accuracy-based measures > To balanced 
scorecard, including customer value

Change to structure is often one of the biggest hurdles to 
managing strategic change in the finance function, as staff 
in finance are often less flexible in mindset so are likely to be 
uncomfortable with significant change. But this nettle may need 
to be grasped.

Systems

* From financial and reporting systems > To also strategic 
planning/control

* From based purely on accounting profit > To also produce 
data on economic value added

* From almost all outputs numerical > To automatically 
producing graphs, charts etc

* From ‘dumb systems’ > To intelligent systems that 
automatically suggest issues

* From requiring a lot of training familiarity > To user-friendly

* From overly complex > To not overly complex yet does the 
job well

This may also require some close work with the IT department. 

You might be familiar with the classic MBA model, 
‘the seven S’s’ (strategy, structure, systems, skills, 
style, shared values and staff), used to analyse the 

environment and investigate if the company is achieving its 
intended objectives.

We can reduce these to five by incorporating ‘shared values’ 
into ‘style’, and ‘staff’ into ‘skills’, in order to simplify the model 
and to highlight the interdependencies of these elements. The 
five are defined as follows:

* Strategy – the direction of finance and how it will add value in 
a competitive way

* Structure – the division of responsibilities and reporting lines, 
and their complexity

* Systems – the financial (and potentially strategic) planning 
and reporting systems and processes, both IT and non-IT

* Skills – technical, commercial, strategic, communication, 
advisory, influencing and other interpersonal skills 

* Style – the behaviour, mindsets, beliefs and underlying values 
of staff.

If we look at each of these in more detail, we can see some of 
the typical shifts that you could consider when planning the 
modernisation of your finance function. We illustrate these shifts 
using the ‘from-to’ convention.

Strategy

* From transaction and reporting focus > To focus on 
improving performance

* From numbers, with some description > To mainly graphs, 
pictures, interpretation

* From existing performance taken as read > To creative 
challenge to highlight options to improve

* From one big report a month > To monthly reporting plus 
many one-off reports 

There might be other elements such as whether to have all 
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Skills

* From analytically orientated > To a balance of analytical, 
interpretative and creative

* From historically orientated > To also able to look forward 
strategically

* From weaker in helping do commercial deals > To enthused 
and capable of getting involved commercially

* From scorekeeping > To decision support and business cases
Training in both hard and soft skills can close most gaps but 
there is often a need to recruit new people with the desired skills 
and style, as well as managing attrition.

Style

* From senior meetings set on ‘soak-up’ > To attendees eager 
to contribute and even lead thinking

* From only comfortable with financials > To comfortable also 
with discussions on broader business issues

* From engages only with the end results > To keen to drill 
down to the root causes 

* From focus on the current/past > To more focused on the 
future and ‘the possible’

* From retreating when challenged > To able to listen but can 
push back when challenged 

Style shifts can be tricky as they are about culture, which can be a 
lot slower to change than, say, structure.

The top 10 
There are 10 key interdependencies within the five Ss that an FD 
should consider aligning. These are:
1 Strategy and skills: what competences does finance need in 

order to deliver its strategy?
2 Strategy and structure: what structure gives the right cost base?
3 Strategy and systems: what systems are required to deliver 

the strategy of the finance function?
4 Strategy and style: what shifts in style are needed, too?
5 Structure and skills: how do these fit together?
6 Structure and style: how consistent are these? For example, 

flat structure for responsiveness
7 Structure and systems: are these well aligned?
8 Systems and style: if we are seeking to be responsive and 

value added, do the systems allow that?
9 Systems and skills: do we have systems good enough to help 

us to really perform a sharp, decision-support role?

10 Skills and style: if we do have the skills, is our mindset holding 
us back from using these to the full?

Inevitably, there will be areas where we are much more in the 
domain of the ‘from’ rather than the ‘to’ and therefore need to 
address those strategic gaps. There are some organisational 
interventions that can actually mobilise change. For example, in 
terms of strategy, consider developing a new vision and brand 
for finance, supported by a review of its strategy and of what 
value-added activities you want to be in, potentially supported 
by some benchmarking against finance teams elsewhere. 
As regards structure, it may be useful to simplify it and even 
remove a layer. When it comes to skills, consider training/
coaching, 360-degree feedback and performance management, 
recruitment and maybe redundancy. As for style, team-building 
workshops can help. And finally, in terms of systems, think about 
reengineering business processes and reviewing IT processes.

All of these interventions need to be properly project-
managed – ideally by allocating them to a specific project 
manager. This would need to be managed at ‘meta-level’ – 
sometimes called ‘programme-level’ – almost certainly by the 
FD. Success will depend to a large degree on the extent to which 
this is communicated, explaining the ‘why’ as well as the ‘how’.

The scale of the change required to modernise finance so that 
it really adds more value to the organisation may seem daunting 
but, with the right processes in place, there is every chance that 
in 18 months a carefully thought-through programme will be 
substantially on its way to delivering value.

An astute FD should ask themselves: is there a really big 
prize? How difficult will it actually be? What support do I have for 
it and from where? Have I truly the stomach for it? ■

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

For more information:

www.tonygrundy.com

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

For strategy case studies, see Tony Grundy’s videos at  
bit.ly/ACCA-Grundy
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Inventing the future
In the first in a series of articles on creating major change, David Parmenter looks at 
some of the leading theories put forward by experts in the field

just been looking at [the issue that concerns you] and I have 
estimated that over the next 10 years we will be spending £Xm 
and £Ym on this if we do nothing. I have been researching a new 
approach – tried and tested elsewhere – which would save much 
of this cost. I just need 15 minutes of your time to explain it.’

I recommend you practise your elevator speech at least 20 
times so that it is focused and lasts no longer than 20 seconds. 

Next you next need to prepare a presentation based around 
the emotional drivers of your audience, aimed at getting 
agreement to the next stage. As Kotter says, you need to create a 
sense of urgency and connect both intellectually and emotionally. 

It’s important to get this presentation right; you will not get a 
second chance. So embrace the guidelines in the article ‘Power 
of the slide’ (see AB, July/August 2014 at bit.ly/ab-jul2014-pres), 
including Guy Kawasaki’s 10/20/30 rule: limit yourself to 10 slides, 
20 minutes and a minimum font size of 30 points.

The objective of the presentation is to get permission to run 
a focus group with a cross-section of the organisation’s oracles to 
obtain their green light. More of that in the next edition of AB. ■

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

Finance teams around the world are often keen to 
embrace lean practices, but a fair proportion are wary 
of undertaking them, as many initiatives within finance 

and other teams fail.
In their book The Three Laws of Performance, consultants 

Steve Saffron and Dave Logan provide a compelling explanation 
as to why so many of these initiatives end in failure. In defining the 
first law, ‘How people perform correlates to how situations occur 
to them’, they point out that the organisation’s ‘default future’ 
– which we as individuals just know in our bones will happen – 
will be made to happen. So, in an organisation with a systemic 
problem, the staff will be driven to make initiatives fail so that the 
default future prevails. The key to change is to recreate, in the 
minds of the staff, a new vision of the future – an ‘invented future’. 

In 1996, John Kotter, a change management guru and 
professor at Harvard Business School, published Leading Change, 
in which he put forward an eight-stage process of creating major 
change. In this edition of AB, we will look at stage 1 of Kotter’s 
approach, and incorporate Saffron and Logan’s thinking.

Crack on
Stage 1 is to establish a sense of urgency. The process of 
getting the executive team on board requires a well-prepared 
‘elevator pitch’ and then a masterful sales presentation to obtain 
permission to run a focus group that will assess, validate and 
establish the scope of the proposed initiative (Kotter’s stage two).  

The 20-second elevator pitch is designed to capture the 
attention of the decision-makers (the term is so-called because 
you need to be able to get your point across in the time it takes 
for the decision-maker to reach their floor in an elevator ride, 
as that might be your only opportunity to pitch). It must be well 
rehearsed so that when you ambush the CEO, you are prepared. 
The aim is to be so persuasive that they come back to you in the 
next few days to discuss it further. 

An elevator interaction might go like this: in answer to their 
question ‘How are you?’, you might say ‘I am troubled. I have 

Next steps

1 Attend a ‘train the trainer’ course so you can prepare 
and deliver a compelling sales pitch.

2 Read the AB article ‘Power of the slide’.
3 Email me (parmenter@waymark.co.nz) to receive a 

review of the book, The Three Laws of Performance.

For more information:

www.davidparmenter.com
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All change for accounting for leases
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Watch AB’s videos on the new 
leasing standard >

IFRS 16 arrives
The IASB released the much-awaited IFRS 16, Leases, in January. 
Graham Holt describes the nuts and bolts of the new standard

In January 2016, the 
International Accounting 
Standards Board (IASB) 
released IFRS 16, Leases, 
which supersedes IAS 17, 
Leases. IFRS 16 eliminates 
the classification of leases 
as either operating leases 
or finance leases, and 
introduces a single lessee 
accounting model. The new 
standard requires the lessee 
to recognise lease assets 
and any related financial 
obligation to make future 
lease payments. This applies 
to all leases with a term of 
more than 12 months, unless 
the value is low. 

Leases are measured 
by recognising the present 
value of the lease payments 
including any directly related 
costs. They are either shown 
as lease assets (right-of-
use assets) or included 
within property, plant and 
equipment. Further, in 
the income statement, 
depreciation on lease assets 
should be shown separately 
from interest on lease 
liabilities. In the financial 
statements of lessors, leases 
are still classified as operating 
or finance leases, and are 
accounted for separately. 
The main change for lessors 
is the additional disclosure 
of information on the risks 
relating to its residual interest 
in leased assets.

A lease is defined as part of 
a contract that conveys to the 
customer the right to use an 
asset for a period in exchange 
for consideration. A distinction 
is drawn between a lease and 
a service. Under a leasing 
agreement, the customer 
obtains control of a resource 
that is the right to use an 

asset whereas, in a service 
contract, the supplier retains 
control. Consequently, the 
standard focuses on whether 
a customer controls the use of 
an asset. 

The use of the asset 
is controlled when 
the customer 
has the right to 
substantially all 
of the economic 
benefits and can 
direct the use of the 
asset. Just as with IAS 
17, judgment may be 
required to determine whether 
a contract contains a lease. 
The identification of an asset 
can arise by being explicitly 
or implicitly specified in the 
contract when the asset is 
made available for use.

Where an entity 
previously has a number 
of leases not recognised 
on the balance sheet, there 
may be a significant change 
in the nature of expenses 
related to those leases, as 
the operating lease expense 
will be replaced by the 
depreciation expense for the 
leased asset and the interest 
expense on the lease liability. 
Over the life of the lease, there 
will be a reduction in the lease 
expense because the interest 
expense naturally reduces.

It is possible for a customer 
to obtain economic benefits 
from use of an asset in 
many ways, including the 
sub-letting of the asset. 
Economic benefits include 
the assets output, cashflows 
and any other benefit from 
a commercial transaction as 
a result of using the asset. 
Control of the asset can be 
determined by examining 
such things as whether the 

customer 
has the right to 
make the decisions 
about the purpose for which 
the asset is used or can use 
the asset without the supplier 
having the right to change the 
way that the asset is operated. 

Treatment changes
Under IAS 17, off balance 
sheet leases and services are 
treated in similar ways but 
this will change under IFRS 
16. Thus the decision as to 
whether a contract is a lease 
or a service contract is critical 
because it determines the 
recognition of related assets 
and liabilities. The principle 
is relatively simple in as much 
as a lease exists when the 
customer controls the use of 
the asset and a service exists 
when the supplier controls the 
asset’s use.

On first applying 
IFRS 16, entities 
need not reassess 

existing contracts 
to determine whether the 
contract contains a lease. 
The entity is allowed to apply 
IFRS 16 to contracts that were 
previously identified as leases 
under IAS 17 and not to apply 
IFRS 16 to contracts that were 
not previously accounted for 
under IAS 17. Thus the only 
initial costs that an entity 
should suffer are when it 
chooses to reassess contracts. 

When new contracts are 
entered into, entities will have 
to determine whether they 
contain a lease or whether 
they are service contracts. 
Often, contracts contain 
both a right to use the asset 
and a service agreement. 
Where this is the case, entities 
can separate the contract » 
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into its component elements, 
often with the use of 
judgment. However, IFRS 
16 allows an entity to 
either capitalise only the 
amounts paid for the 
lease or not separate 
lease and service 
elements but account 
for them together as a 
lease. The latter policy 
choice is only likely where 
the contract contains a small 
service element.

Simplifications
Certain measurement 
simplifications have 
been introduced 
by IFRS 16. For 
example, variable 
lease payments 
are excluded from 
the measurement 
of lease assets and 
liabilities, with any such 
costs recognised in profit 
or loss in the period in 
which they are incurred. 
In addition, inflation-
linked payments 
are measured based 
upon current contractual 
payments, and entities are 
not required to forecast future 
inflation. If a lease contains 
clauses that may require 
optional payments, which are 
not reasonably certain, then 
those payments are excluded 
from the measurement of 
lease assets and liabilities.

On first application of IFRS 
16, there is no requirement 
to restate comparative 
information and an entity can 
choose how to measure lease 

assets relating to 
off balance sheet leases either 
as if IFRS 16 had always been 
applied or at an amount based 
on the lease liability. Entities 
will have to choose between 
the costs of prior application 
of the standard as opposed 
to an option that may mean 
a higher value for the leased 

assets. Additionally, 
a lessee may apply 
a single discount rate to a 
portfolio of leases with similar 
characteristics when applying 
IFRS 16 retrospectively.

The impact of IFRS 16 will 
vary. For entities with significant 
off balance sheet leases, IFRS 
16 will result in a reduction in 
reported equity, the degree of 
which is dependent upon the 
significance of leasing to the 
entity, the time remaining on 
the leases and the discount 
rate applied. These entities 
may also find that they have 
a higher operating profit 
because operating lease 
payments are reported as part 
of operating costs whereas 
the implicit interest in lease 
liabilities is now shown as part 
of finance costs. 

There will be no 
change in total cashflows 

but, following from the above, 
there will be a reduction in 
operating cash outflows and 
an increase in financing cash 
outflows. The higher asset and 
liability base will affect ratios 
such as asset turnover and 
gearing, whereas the higher 
operating profit will affect 
ratios such as EBITDA, which 
excludes the interest element 
of the lease liability. However, 
many users of financial 
information already make 
adjustments for the different 
accounting treatment of 
operating and finance leases 
and view the current treatment 
as artificial. 

Entities with material off 
balance sheet leases may 
incur costs in measuring lease 

AB’s leasing videos

Watch AB’s videos on the new leasing standard at 
bit.ly/ACCA-lease

* IASB board member Sue Lloyd on how the IASB arrived 
at the final standard

* CFA UK fellow Jane Fuller on why the standard is good 
for preparers and users of accounts

* ACCA corporate reporting subject matter expert 
Richard Martin on the implications of the standard and 
what companies can do to prepare for implementation.
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assets and liabilities at the 
present value of future lease 
payments due to the need 
to determine a discount rate 
for each recognised lease. 
However, when first applying 
IFRS 16, entities are permitted 
to use the incremental 
borrowing rate for each 
portfolio of similar leases.

In 2015, the European 
Financial Reporting Advisory 
Group (EFRAG) and the 
national standard-setters 
of France, Germany, Italy, 
Lithuania and the UK 
carried out a consultation to 
understand the impact of IFRS 
16 on loan covenants; the 
IASB also participated. The 
results indicated a variation in 
practice, with some lenders 
stating that covenants 
were often tailored for the 
particular client. However, 
most respondents stated 
that their loan agreements 
often included some of the 
following features:

a) automatic renegotiation 
clauses in the case of a 
change in accounting 
principles

b) ‘frozen GAAP’ provisions, 
or

c) adjustments for operating 
lease commitments in 
determining covenants.

The report stated that the 
requirements of IFRS 16 are 
not expected, in isolation, to 
cause a breach in the case of 
covenants using the above 
features. However, a majority 
of respondents stated that they 
would reconsider the terms 
and conditions of covenants 
when IFRS 16 is effective.

The non-lender 
respondents were almost 
all preparers of financial 
statements and they reported 
that their covenants were not 
expected to be impacted 
or would be renegotiated 
if IFRS 16 affects covenant 
ratios. The majority of lender 
respondents stated that 

different financial covenants 
are applied depending on 
the size of the loan and that 
the characteristics of clients, 
including credit quality, 
could affect the nature of the 
covenants. Some indicated 
that terms might not be 
based on accounting data but 
factors such as the structure 
of ownership or changes in 
management. However, all the 
lender respondents stated that 
they use financial covenants 
based on IFRS or local GAAP 
figures. Often agreements 
that include ‘frozen GAAP’ 
provisions are automatically 
renegotiated where 
accounting standards change, 
or are already adjusted for 
operating lease commitments.

The survey indicated that 
IFRS 16 could affect covenants 
if all of the following 
conditions apply:
a) the covenant is based on 

accounting data from the 
financial statements

b) the calculation of covenant 
ratios does not include 
adjustments for operating 
lease commitments

c) the agreement does 
not include ‘frozen 
GAAP’ provisions.

Those financial institutions 
with significant off balance 
sheet leases could find 
that their regulatory capital 
is affected. The nature 
of the impact will be 
determined by the actions 
of prudential regulators. 
The application date of the 
standard is 1 January 2019. 
An entity can apply IFRS 16 
before that date but only 
if it also applies IFRS 15, 
Revenue from Contracts 
with Customers. ■

Graham Holt is a 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

Tax reporting rules
Country-by-country tax 
reporting regulations are the 
second stage in implementing 
the obligations imposed 
by Action 13 of the 2015 
final Base Erosion and Profit 
Shifting (BEPS) reports 
from the Organisation for 
Economic Cooperation and 
Development (OECD). The 
regulations came into force on 
1 January 2016. 

The full BEPS Action 13 
report is at bit.ly/BEPS-13. 

The statutory instrument 
(SI no. 629 of 2015) listing the 
regulations is at bit.ly/SI-629. 

Credit unions
The Credit Union Act 1997 
(Regulatory Requirements) 
Regulations 2016 came into 
force for credit unions on 
1 January 2016. 

The regulations cover a 
number of areas including 
reserves, liquidity, lending, 

investments, savings and 
borrowings. The most 
controversial aspect of the 
regulations is the imposition of 
a individual member savings 
limit of €100,000. 

The statutory instrument 
involved (SI no. 584 of 2015) 
along with the Credit Union 
and Co-operation with 
Overseas Regulators Act 
2012 (Commencement of 
Certain Provisions) Order 2015 
make substantial changes to 
the credit union regulatory 
landscape. Members in credit 
unions should be wholly 
familiar with the changes as 
they fundamentally affect their 
business model. 

For auditors of credit 
unions, some additional 
reading or attendance at CPD 
would be needed before the 
2016 audit season begins. 

ACCA is planning a credit 
union course to cover the 
regulations, the impact of the 

remaining sections of the 2012 
Act coming into force, and the 
impact of first-time application 
of FRS 102 in credit unions. 

More details on the new 
regulations are available at  
bit.ly/CU-regs2016.

OMCs
It’s the time of year when 
owners’ management 
companies have to prepare 
financial statements and a 
recurring query concerns the 
sinking fund. The sinking fund 
must have a separate invoice 
amount (although an OMC 
can issue one invoice with the 
normal charge and the sinking 
fund charge separately shown) 
and a separate reserve. 

The best way is to show 
the sinking fund separately 
to the normal income and 
expenditure account (I&E), 
either as a second I&E or 
as a separate note showing 
the sinking fund income, any 
sinking fund type expenditure 
and a carried-forward sinking 
fund balance. There should 
also be a separately designated 
sinking fund bank account and 
a separate sinking fund reserve 
in the ‘financed by’ section of 
the balance sheet. 

Where there is a deficit in 
the sinking fund bank account, 
an explanation should be 
provided in the notes. Where a 
sinking fund is not maintained 
and the development needs 
a sinking fund, the directors 
should disclose their non-
compliance with the Multi Unit 
Development Act. 

Where non-compliance is 
fundamental to understanding 
the financial statements, the 
auditor should include an 
emphasis of matter paragraph 
in their audit report drawing 

attention to the non-
compliance disclosure. 

FRS 102
The Financial Reporting 
Standard for Smaller Entities 
(FRSSE) is still available for 
small companies for one more 
year. And in a year’s time FRS 
102 (small company chapter) 
or FRS 105 should be available 
and present a much easier 
option than full FRS 102. 

To change from old UK 
GAAP to FRSSE is as simple 
as changing the reference in 
the accounting policy note 
and the audit report reference 
from ‘…accounting standards 
issued by the Accounting 
Standards Board’ to ‘Financial 
Reporting Standard for 
Smaller Entities, issued by 
the Accounting Standards 
Board’. You may also remove 
the tax reconciliation and 
other optional disclosure 
reductions allowed by FRSSE – 
or not, if that is easier for your 
accounts software. 

For accounting periods 
beginning on or after 1 
January 2016, FRSSE is no 
longer available and your 
practice will have to change 
to FRS 102, FRS 102 (small 
company chapter) or FRS 105. 

FRSSE is available to all 
companies that qualify as small 
under the Companies Act 
2014 – far more entities than 
under previous acts. FRSSE 
specifically excludes entities 
regulated by the Central Bank, 
such as insurance brokers. FRS 
102 (small company chapter) 
and FRS 105 will require a 
change in law, but that is 
expected in time for most 
small companies to avoid 
two changes of accounting 
standards over two years.

Aidan Clifford is advisory 
services manager, 

ACCA Ireland
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No-change FRS 102
Sometimes the only change 
required by a move to FRS 
102 is a simple phrase in the 
accounting policy note to 
say: ‘The policies applied 
under the entity’s previous 
accounting framework are not 
materially different to those 
under FRS 102 and have not 
impacted on the balance 
sheet, equity or profit or loss.’ 

A small non-material 
holiday pay accrual or other 
non-material adjustment could 
be dealt with as a current-
year item. All that would 
then be required is to put 
the financial statements into 
FRS 102 format. 

Leases
IFRS 16, the standard for 
leases, was issued on 13 
January 2016 and will have a 
substantial impact on almost 
all users of International 
Financial Reporting Standards 
(IFRS). Given that UK GAAP 
generally follows IFRS, it 
is likely to affect UK GAAP 
users as well, but with a time 
delay. The standard-setter, 
the International Accounting 
Standards Board (IASB), noted 
that 85% of lease liabilities 
incurred by companies are not 
currently on balance sheet, 
and investors and analysts are 
being misled as a result. 

The standard will make 
very few changes to lessor 
accounting, but lessees will 
have to bring substantially 
all leases (operating leases) 

on balance sheet. This will 
remove operating lease 
payments from the income 
statement and replace them 
with depreciation and lease 
interest. Operating expenses 
will fall and finance charges 
rise, but not necessarily in 
equal annual amounts as one 
could be straight line and the 
other is on a finance basis. 

On the balance sheet both 
an asset and a lease liability 
will be included. The lease 
liability will include all fixed 
payments, and any optional 
payments if the lease is 
reasonably certain to extend 
beyond the non-cancellable 
period. Low-value leases 
and those that run under 12 
months are excluded. Also 
excluded are variable leases 
linked to sales or use, or 
optional payments that are not 
reasonably certain. 

EBITDAR (earnings before 
interest, taxes, depreciation, 
amortisation, and restructuring 
or rent) should not change, 
but leverage, asset turnover, 
EBIT and EBITDA all will. 
There will be some issues over 
the difficulties encountered 
in differentiating between 
leases and service contracts, 
but the new standard allows 
the category chosen now 
to continue to be used 
after application of IFRS 16 
even if the contracts may 
not meet the definitions in 
that standard. 

The standard is applicable 
for accounting periods 

beginning on or 
after 20 January 
2019. Early 
transition is not 
available unless 
companies also 
apply IFRS 15, 
Revenue, at the 
same time. 

The IFRS 16 
standard allows 
full retrospective 
application or a 
‘cumulative catch-
up method’, with 
no restatement 

of comparisons required in 
the year of first application, 
and no need to use the new 
accounting for existing leases 
that end within 12 months of 
the report date. 

The US standard-setter has 
not issued its version of IFRS 
16, but it is due shortly and is 
expected to be very similar. 

More information on IFRS 
16, Leases, is at bit.ly/IFRS-16. 

Director’s loan?
When is a director’s loan not a 
loan? When it is equity. 

If a loan from a director 
to a company does not have 
appropriate written terms 
and conditions, then section 
237 of the Companies Act 
can deem it ‘subordinate to 
all other indebtedness of the 
company’. A ‘loan’ that has 
legally become subordinate 
to all other creditors may be 
repaid only after all other 
creditors are repaid. FRS 102 
contains a specific exemption 
from the definition of liability 
in paragraph 22.4. 

In cases where the loan 
has become subordinated by 
virtue of section 237 or the 
directors legally subordinate 
the debt, then it must be 
disclosed in the ‘financed by’ 
section of the balance sheet 
and not shown in ‘creditors’. 
Moving the loan from creditors 
to equity clearly improves 
the look of a balance sheet 
and can ensure that an entity 
meets the capital adequacy 
requirements required by 
some regulators. 

Where the loan is 
from a holding company 
to a subsidiary company, 
subordinating the loan will 
move it from creditors to 
equity in the subsidiary 
company and from debtors 
to ‘investment in subsidiary’ 
in the holding company. This 
is an attractive disclosure 
option for some groups. As 
an added bonus, FRS 102 
usually requires discounting of 
financial instruments (including 
loans) but not of equity. 

When is a 
director’s loan 

not a loan?  
When it is equity 

New staff
One ACCA firm in Donegal 
was recruiting recently. With 
the help of a social media 
expert and for less than the 
cost of a traditional newspaper 
advert, it popped a job advert 
on every LinkedIn account 
with a ‘Donegal’ and ‘practice’ 
interest listed. The firm was 
delighted with the number of 
hits on its website and by the 
quality of the CVs received. 
All vacancies were filled, even 
those for audit-experienced 
senior staff. 

ACCA is also coming to 
the assistance of short-staffed 
employers with a new jobs 
board. Check out  
jobs.accaglobal.com.

Christmas cracker 
In the first 11 months of 2015 
the government enacted 49 
laws, adding another 18 in 
the last 12 days of the year, 
including three signed on 
Christmas Eve and five on 
Christmas Day itself. The 18 
acts were: 

* Finance (local property tax) 
(amendment) Act

* Courts Act

* Finance Act

* Social Welfare and Pensions 
Act

* Houses of the Oireachtas 
Commission (amendment) 
Act

* Health Insurance 
(amendment) Act

* Dublin Docklands 
Development Authority 
(dissolution) Act

* Criminal Justice (burglary 
of dwellings) Act

* Prisons Act

* Mental Health 
(amendment) Act

* Finance (tax appeals) Act

* Bankruptcy (amendment) Act

* Harbours Act 

* Electoral (amendment) Act

* Planning and Development 
(amendment) Act

* Assisted Decision-making 
(capacity) Act

* International Protection Act 

* Legal Services Regulation 
Act. ■
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Tax update
Cora O’Brien examines the European Commission’s new measures to tackle tax 
avoidance, and considers the Revenue’s approach to tax debts

EC moves on avoidance
At the end of January, the 
European Commission (EC) 
launched its anti-tax avoidance 
package, which form part 
of the European Union’s 
approach to the corporate tax 
avoidance agenda, outlined 
in last year’s Action Plan. 
The proposals also build 
on recommendations put 
forward by the Organisation 
for Economic Cooperation and 
Development (OECD) in its 
Base Erosion and Profit Shifting 
(BEPS) package last October.

Considerable negotiation 
must be carried out before 
any measure can be adopted 
into EU law, but this package 
represents a significant step 
in the development of a 
coordinated approach to tax 
avoidance across the EU. It 
contains four key legislative 
and non-legislative measures, 
summarised below. 
1) Anti-tax avoidance 
directive
This directive proposes a 
number of anti-avoidance 
measures that should be 
implemented by member 
states to address key areas 
of perceived avoidance. The 
measures relate to:

* interest deductibility

* controlled foreign 
companies (CFC) rules

* exit tax

* general anti-abuse rules

* hybrid mismatches

* switch-over clauses.
The Commission proposes 
that the measures outlined in 
the directive would be legally 
binding and adopted by 
member states as a ‘minimum 
level of protection’ against 
possible abuses. Member 
states could adopt higher 
levels of protection if they wish. 

2) Recommendation on  
tax treaties
This part of the package 
encourages member states 
to reinforce their treaties 
against possible abuse 
in two key aspects: by 
strengthening the definition 
of ‘permanent establishment’ 
and by including a ‘principal 
purpose test’.
3) Revision of administrative 
cooperation directive
The package proposes the 
introduction of country-by-
country reporting (CbCR) 
into EU law. The Commission 
is proposing to extend the 
current directive for automatic 
exchange of cross-border 
tax rulings to facilitate the 
exchange of CbCR reports.

The Commission is also 
carrying out an impact 
assessment to determine 
whether multinationals should 
be obliged to publicly disclose 
certain information on a 
country-by-country basis.

Following OECD BEPS 
recommendations, the Irish 
government introduced 
legislation on CbCR in the 
Finance Act 2015. From 
1 January 2016 certain 
multinational companies with 
consolidated revenues of 
€750m-plus are required to 
submit a CbCR report to their 
parent company tax authority.
4) Communication on 
external strategy for 
effective taxation
This part of the package 
outlines a coordinated 
EU external strategy for 
effective taxation and good 
governance. It includes 
proposals as to how 
developing countries can be 
helped to meet these high 
standards of governance.

Next steps
The EC’s package 
will be discussed in 
EU Council working 
groups made up of 
officials from all EU 
member states. It 
is likely that some 
modifications to 
the measures will 
be proposed at 
this stage. Once 
discussion at the 
working groups 
concludes, the EU 
Council of Finance 
Ministers (ECOFIN) will review 
the Commission’s proposals. 
Any measures to be adopted 
must be agreed unanimously 
by all 28 member states in 
order to become law. As such, 
considerable negotiation 
will have to be carried out 
before any final agreement 
is reached. Further details 
and additional material are 
available on the Commission’s 
website bit.ly/1Sl655t. 

Intermediary-type 
structures and 
self-employment 
arrangements
The Tánaiste and Minister for 
Social Protection, Joan Burton 
TD, and the Minister for 
Finance, Michael Noonan TD, 
have launched a consultation 
on ‘the use of intermediary-
type structures and self-
employment arrangements’. 
The consultation is focused on 
the tax and pay-related social 
insurance (PRSI) implications of 
working arrangements, where 
(a) an individual who would 
otherwise be an employee 
establishes a company to 
provide his or her services and 
(b) where an individual who is 
dependent on and under the 

control of a single employer 
in the same manner as an 
employee is classified as a self-
employed individual.

The consultation paper 
acknowledges the diverse 
working patterns that have 
developed in the labour 
market in recent years – the 
growth of outsourcing, 
contracting and other 
ways of providing labour. It 
outlines the social insurance 
considerations that can arise 
from these new arrangements 
and possible options for 
addressing consequent tax 
and PRSI issues.

The consultation paper is 
available on the Department 
of Finance website; the 
deadline for submissions in 
response to the consultation is 
5.30pm on 31 March 2016. 

Revenue approach to 
tax debts
Taxpayers who find themselves 
unable to pay their tax bills as 
they fall due may be able to 
pay in instalments. Over 8,400 
taxpayers entered into formal 
instalment arrangements with 
Revenue last year.   

Under the new approaoch, 
taxpayers with a tax debt 

This package 
represents a 

significant step in 
the development 
of a coordinated 
approach to tax 

avoidance across 
the EU
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of €5,000 or less may now 
be able to enter into an 
informal arrangement with 
Revenue. This concession is only 
available on a one-off basis, 
and certain conditions apply. 
More details on Revenue’s 
approach to these cases 

can be found in the ‘guidelines 
for phased payment/instalment 
arrangements’ section of the 
Revenue website.

New EII forms published
We have highlighted in 
previous editions the 

significant changes made 
to the Employment and 
Investment Incentive (EII) 
scheme in Budget 2016. 
Revenue has updated the EII 
relief claim forms to reflect 
these changes. It published a 
useful FAQ in November on 

key changes and implications 
of the EII regime (see eBrief 
no. 11/2015). ■

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

General

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

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

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

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

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

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

Companies 

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

Corporation tax
21 March
Due date for payment of 

preliminary tax for companies 
with a financial year ended  
30 April 2016 (ROS extension 
to 23 March 2016).

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

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

Form 46G – Return of 
third-party information
31 March
Last date for filing third-party 
payments return 46G for 
companies with a financial year 
ending on 30 June 2015.

General

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

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

VAT MOSS
20 April
VAT MOSS return and 
payment (if due) for the period 
January to March 2016.

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

Companies

DWT
14 April
Dividend withholding tax return 
filing and payment date.

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

Corporation tax
21 April 
Last date for filing corporation 

tax return and making final 
payment for financial year 
ended 31 July 2015 (ROS 
extension to 23 April 2016). 

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

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

Information supplied by the 
Irish Tax Institute

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

56

Accounting and Business 03/2016

Technical | Diary

IE_T_taxdiary.indd   56 10/02/2016   13:56



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 
Thank you for the comments 
received to date on ‘Making 
tax digital’. The government 
is continuing with its plans to 
introduce a fully digital system 
by 2020. ACCA continues 
to engage with government 
across a whole host of areas 
and we have been raising 
this issue on your behalf in 
our meetings with ministers 
and MPs. 

On 25 January a debate 
was held in Parliament and 
the government was keen 
to argue that the quarterly 
reports are not returns. HMRC 
has stated that this is not ‘the 
equivalent of four returns a 
year’. However, in practice, 
many taxpayers are likely to 
want or need to complete a 
fifth submission, the annual 
return, in order to confirm or 
correct their position. 

You can find an update on 
the debate, the recent HMRC 
events for agents (that were 
far too few in number) and 
consultations as they are 
announced at accaglobal.
com/advisory.

The update includes 
comments on the following 
areas:

* a quarterly return not being 
a ‘full’ return

* is this all going too fast?

* HMRC – its phone service 
and the £1.3bn cost to the 
taxpayer 

* penalties

* accounting adjustments for 
stock and work in progress

* tax payment dates 

* broadband 

* voluntary introduction

* what ACCA is doing.
You can continue to send your 
views to ACCA by emailing 
advisory@accaglobal.com 

with a subject line ‘Making 
tax digital’.

Budget special
The Budget will take place 
on 16 March and ACCA will 
provide an update on the key 
business issues. Members can 
take and reuse the content 
as they wish.If you have not 
previously received the update 
you can see last year’s at bit.
ly/acca-budget. To receive a 
copy this year, go to ‘myacca’ 
on the web page and change 
your mailing preference. 

Gift Aid: partnerships 
Please remember that HMRC’s 
guidance on taxation relating 
to charities has been updated. 
From 6 April, when a business 
partnership makes a donation 
to a charity or community 
amateur sports club, it will be 
necessary for each individual 
partner to make their own 
Gift Aid declaration in order 
to reflect the correct legal 
position. Detailed guidance at 
bit.ly/gift-part.

Payrolling benefits
Its decision time! If you 
want to use the new scheme 
you must register before 6 
April to start payrolling for 
tax year 2016 to 2017. Most 
but not all benefits can be 
payrolled. You can payroll all 
benefits apart from:

*  vouchers and credit tokens

*  employer-provided living 
accommodation

*  interest-free and low 
interest (beneficial) loans.

You must still report 
these excluded benefits 
on a P11D, even if you are 
payrolling other benefits for 
the same employee(s). HMRC 
has produced guidance 

on this area including 
employer obligations.

Apprenticeship levy
Proposed clauses 1-23 of the 
Finance Bill 2016 have been 
made available. They can be 
found at bit.ly/fb-appr. 

Auto-enrolment update
Research Research by The 
Pensions Regulator indicates 
that the majority of small and 
micro employers will ask their 
business adviser for help. 

In 2016, 500,000 UK 
employers will start to 
undertake their workplace 
pensions duties, with the 
regulator highlighting that 
‘if you haven’t already been 
contacted by your clients, 
you can expect to be 
approached soon’. 
Penalties Insight from The 
Pensions Regulator shows 
that employers can become 
non-compliant by failing to 
complete their declaration 
of compliance because 
they wrongly assumed their 
business adviser was doing 
this for them. 

Employers and their 
advisers should be clear who 
is completing what automatic 
enrolment task, and advisers 
should be clear about what 
services they offer. The best 
way to do this is to have an 
engagement letter in place 
with your client setting out 
clearly who will do what. 

As a starting place, it’s 
important to understand 
what to do and by when, 
and this will depend on the 
circumstances of your clients 
and their staff. 
Declaration of compliance 
The regulator has highlighted 
that businesses must provide 
information to The Pensions 
Regulator to show that they 
are meeting their automatic 
enrolment duties. This means 
completing a declaration of 
compliance using the online 
service within five months from 
their staging date. 

Even if no workers are 
eligible for auto-enrolment, 
employers still need to 
complete a declaration 
of compliance. More at bit.ly/
tpr-comp. ■
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Room to manoeuvre?
With the Revenue Commissioners clamping down on favourable treatment for 
Airbnb hosts, the new ‘sharing economy’ is raising some taxing issues

With its user-friendly 
interface and emphasis 
on interpersonal contact, 
Airbnb has become a global 
flagship for the ‘sharing 
economy’ since its launch 
in 2008. Ireland has proved 
fertile territory for the 
American company and, 
today, over 7,000 Irish 
hosts offer accommodation 
through the site. 

Airbnb went on to set up 
its European HQ in Dublin’s 
Silicon Docks in 2014, 
declaring itself drawn to a 
country that had ‘hospitality in 
its DNA’. However, the mutual 
love-in faced its first challenge 
early last year when Revenue 
clarified that any host working 
on the assumption that Airbnb 
earnings were eligible for rent-
a-room relief was mistaken. 

The relief allows up to 
€12,000 a year to be earned 
tax-free when a room in a 
private dwelling is rented, 
but a February 2015 briefing 
made it clear that short-term 
‘tourism’ rentals did not 
qualify. A double whammy 
followed when Airbnb 
announced it had agreed to 
share details of the earnings 
of its Irish hosts with Revenue, 
following a request from tax 
officials. Responding to the 
anger of some members 
and highlighting what it saw 
as a legitimate concern, the 
company invited Ernst & 
Young to conduct a review of 
Revenue’s interpretation of the 
rent-a-room relief. 

Challenging issue
In August, the Big Four 
firm issued its opinion and 
concluded that Revenue’s 
position was ‘challengeable’. 
Airbnb concurred, albeit 

with the proviso that it was 
up to hosts to take up that 
challenge. 

While shock and frustration 
were certainly palpable in 
Airbnb’s Irish community 
in early 2015, Revenue has 
defended itself against 
criticism that it could 
have brought clarity to the 
situation sooner. 

Speaking to AB Ireland, 
a spokesperson for Revenue 
noted that the update in 
question amounted to a 
‘minor amendment’ that 
underlined ‘Revenue’s 
consistent position in relation 
to short-term lettings’; in 
essence that the relief did not 
apply ‘where such lettings are 
arranged via online sites such 
as Airbnb’. As to its position 
being ‘challengeable’ the 
spokesperson commented 
that, ‘to date, we are not 
aware of any legal challenges 
in respect of Revenue’s 
position on the matter’.

Airbnb has not abandoned 
hope of achieving some 

beneficial tax arrangement 
for hosts. Last December, 
launching a report on the 
value of home-sharing to the 
Irish economy, its head of 
public policy Patrick Robinson 
pointed to fresh discussions 
with government on the issue. 
Airbnb’s view that a tax break 
will facilitate an emerging 
collaborative economy is 
shared by economist David 
McWilliams, who partnered 
with Airbnb on its report. 

Economic ecosystem
‘The sharing economy 
isn’t just a new form of taxi 
driving or a glorified version 
of the old-fashioned B&B,’ 
McWilliams observes. ‘It is 
going to become an entire 
economic ecosystem built 
around the sharing of human 
and physical resources.’

Not everyone shares 
the enthusiasm, however. A 
spokesperson for the Irish 
Hotels Federation (IHF) has 
told AB Ireland that it would 
oppose ‘the creation of a 

new tax-free threshold for 
unregulated accommodation 
providers’. The IHF argues that 
that ‘not only do unregulated 
accommodation providers 
pose a risk in terms of health 
and safety but they raise 
serious issues in terms of 
insurance cover and lack of 
adequate systems for redress 
for guests’.

The biggest impediment 
to any more favourable 
tax treatment, however, is 
less likely to be related to 
competition and regulation, 
and more to do with the 
country’s growing housing 
crisis. Any change in taxation 
that favours the hosting of 
tourists over long-term tenants 
is likely to face a barrage of 
criticism for worsening an 
already acute situation. The 
sharing economy may be 
here for the long term, but 
when it comes to getting 
its voice heard, it faces stiff 
competition. ■

Donal Nugent, journalist
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Council elections
The nomination process for the 2016 ACCA Council elections is now open. Members are 
invited to put themselves forward as candidates by 15 June

Nominations are now invited 
for any ACCA members 
wishing to stand for election 
to Council at the 2016 AGM.

Council is the governing 
body of ACCA and, as such, 
has a pivotal role in ACCA 
affairs. It has a wide-ranging 
remit that includes:

* ensuring that ACCA 
operates in the public 
interest and delivers the 
objectives stated in its 
Royal Charter

* setting the overall direction 
of ACCA through regular 
approval of ACCA strategy

* ensuring that governance 
structures are aligned to the 
effective delivery of strategy

* engaging with ACCA 
members to explain and 
promote ACCA’s strategic 
direction

* acting on behalf of all 
members – and on behalf 
of future generations of 
members (today’s students)

* providing an objective 
environment for the 
executive team to explore 
new ideas or challenges.

Council and the executive 
team collaborate to devise 
ACCA’s strategy, which is then 
approved by Council. Delivery 
of strategy is the responsibility 
of the executive team, with 
governance of the process and 
performance management 
provided by Council.

Whatever their 
geographical or sectoral 
bases, Council members 
do not represent particular 
areas or particular functions. 
They are elected by the 
membership as a whole.

Candidates come from all 
parts of the world, from every 
sector of the profession, and 
represent a wide range of 

senior positions. Long-term 
or technical experience is 
valuable, but so is proven 
ability to actively participate 
in strategic decision-making.  
Council experience as such 
is not necessary; however, 
an understanding of good 
governance is essential, and 
personal and professional 
integrity must be of the 
highest standard.

Specifically, ACCA expects 
members to bring the following 
skills and attributes to Council:

* an ability to take a strategic 
and analytical approach to 
issues and to see ‘the big 
picture’

* an understanding of the 
business and marketplace

* communication and 
networking skills

* an ability to interact with 
peers and respect the views 
of others

* decision-making abilities

* an ability to act in an 
ambassadorial role in many 
different environments

* planning and time 
management

* a willingness to learn and 
develop.

Anyone wishing to stand for 
election must be nominated 
by at least 10 other members 
in good standing. Candidates 
should supply a head and 
shoulders photograph and an 
election statement of up to 
500 words. Candidates are also 
required to sign declarations 

of their willingness to comply 
with, and be bound by, the 
code of practice for Council 
members.

This year, candidates will 
again have the opportunity to 
produce a video in support 
of their election statements. 
The videos will be posted on 
a dedicated section of the 
ACCA website, together with 
the written statements and 
photographs.

The closing date for 
submission of nominations 
to the secretary is 15 June 
2016. ■

For more information:

To find out more about Council service and the election 
process, including guidance on the production of election 
videos and rules regarding use of social media during the 
elections, go to accaglobal.com/our-governance or email 
secretariat@accaglobal.com quoting ‘Council elections’ in 

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

Belfast

Practitioners’ conference 1
10 March
09.30-17.00
Practitioners’ Network 
Peter Herbert, Insight Training
City Hotel
Seven CPD units

Dublin

Taxation of assignments 
and secondments – 
inbound and outbound
1 March
09.30-16.30
Practitioners’ Network in 
partnership with Irish Tax 
Institute
Eoghan Bracken and Padraig 
O’Donoghue, Moore Stephens
Hilton Hotel, Charlemont Place
Seven CPD units

Charity update
2 March
18.15 – 20.15
Leinster Members’ Network
Úna Ní Dhubhghaill, CEO 
Charities Regulatory Authority
Radisson Blu Royal, 
Golden Lane
Two CPD units

ACCA Ireland chairman’s 
lunch
4 March
12.15 – 14.45
ACCA Ireland
Jonathan McCrea, 
Futurologist and broadcaster
Conrad Hotel, 
Earlsfort Terrace (See box)

Practitioners conference 1
5 March
09.30-16.30
Practitioners’ Network
Various speakers
Fitzpatrick Castle, Killiney
Seven CPD units

ACCA Ireland 
International Women’s 
Day breakfast
8 March
07.30-09.00
ACCA Ireland
Senator Katherine Zappone
Westin Hotel
1.5 CPD units

Finance analytics
15 March
18.15-20.15
Leinster Members’ 
Network
Katie Burns, Deloitte
Radisson Blu Royal, 
Golden Lane
Two CPD units

Solvency II
23 March
Financial Services Network
Eamonn Phelan, 
Milliman Consultants
Spencer Hotel
Two CPD units

Derry

Practitioners’ conference 1
9 March
09.30-17.00
Practitioners’ Network 
Peter Herbert, 
Insight Training
City Hotel
Seven CPD units

Limerick

Companies Act – one 
year on
2 March
18.00-20.00
Munster Members’ Network
Aidan Clifford, 
ACCA Ireland
Clarion Hotel, 
Steamboat Quay
Two CPD units

Tralee

Taxation update
15 March
18.00-20.00
Munster Members’ Network
Pat Sheehan, BDO
Tralee IT
Two CPD units

Waterford

Technical update
9 March
18.00-20.00
Munster Members Network
Aidan Clifford, 
ACCA Ireland
Tower Hotel
Two CPD units ■ 

ACCA Ireland chairman’s lunch

One of the annual highlights for ACCA members, 
this year’s chairman’s lunch is hosted by Fergus Condon 
FCCA, ACCA Ireland chairman. Guest speaker is 
Jonathan McCrea, multi-award-winning broadcaster, 
futurist and founder of science communications company 
Whipsmart Media.

McCrea is one of Ireland’s most successful science 
and technology communicators and has provided 
insight and analysis on the world of tomorrow across 
radio, television and print for the past six years. 
Looking at future tech and next-generation science, his 
weekly national radio programme Futureproof has won 
national and international awards. McCrea also presents 
The Science Squad on RTE1 and has written on science 
and technology for Newstalk, The Irish Times and the 
Irish Independent. This event is kindly supported by 
Grant Thornton.

Please contact Aisling Carr to book your place (€65 per 
person): aisling.carr@accaglobal.com.

62

Accounting and Business 03/2016

ACCA | Diary

IE_A_Events.indd   62 10/02/2016   11:29

mailto:aisling.carr@accaglobal.com


Investing in your future

ACCA: Postgrad
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Investing in yourself
The illustrious MBA is a qualifi cation pursued by thousands of 
aspiring professionals every year, and it’s easy to see why

The Graduate Management 
Admission Council 
(GMAC), the not-for-profi t 
organisation of leading 
graduate management 
schools around the world, 
issues regular research 
reports on how graduates 
from business schools rate 
their experience during 
and after school, and its 
2015 Alumni Perspectives 
Survey Report makes for 
encouraging reading. 

More than four in fi ve 
alumni say their graduate 
management education has 
contributed to improvements 
in their competitiveness, 
proactiveness, innovativeness 
and creativity; 84% report 
an improvement in job 
satisfaction; 85% say the 
qualifi cation offered them 
opportunities for quicker 
career progression; and 91% 
that it prepared them for 
leadership positions.

The even-better news 
is that, apart from the 
occasional piece of negative 
press over the usefulness 
of paying (a lot) to get an 
MBA, there is overwhelming 
evidence that the cost is 
worth the benefi t. 

The Financial Times’ 
Global MBA Ranking 2016 
found that MBA graduates 
from the class of 2012 have an 
average salary of US$135,000 
three years after graduation, 
and sometimes a great deal 
more. For example, three 
years after leaving, graduates 
of Harvard Business School 
earn up to US$172,500 a 
year, while INSEAD’s class 
of 2012 have an average 
salary of about US$167,000, 
nearly double (up 96%) their 
pre-MBA remuneration. 

Impressive though these 
fi gures are, they need to be 
looked at in the context of the 
often eye-watering amounts 
forked out to take an MBA 
in the fi rst place.

Candidates who 
choose Haas Business 
School at the University 
of California at Berkeley, 
have to stump up 
US$57,660 per academic 
year, and it’s a two-
year full-time MBA 
programme. But 
94% of Haas’s » 

INSEAD’s class 
of 2012 have an 

average salary of 
US$167,000, nearly 

double their 
pre-MBA pay
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graduates find employment 
three months after leaving 
the school and report a 93% 
increase in their salaries three 
years down the line.

London Business School’s 
full-time MBA claims to be 

one of the most flexible in 
the world, allowing students 
to diversify their learning 
according to career interests. 
Costing £70,800 (US$100,970) 
from August 2016 for the 
entire programme, graduates 
report a 100% increase in salary 
three years after the course, 
according to the FT ranking.

And NUS Business School 
at the National University of 
Singapore charges S$62,000  
for its 17-month course.

But of course it isn’t just 
the tuition costs that you need 
to consider. Accommodation, 
books, laptops, overseas travel 
and other costs can add a 
significant amount to the total.

There are much cheaper 
options, but if you study at a 
lower-ranked – or worse, non-
accredited – business school 
the benefits start to wane.

Alternative routes
Part-time MBAs, which are 
becoming increasingly popular, 
allow students to keep their 
jobs, although they typically 
take three or more years to 
complete. Large corporations 
will sometimes assume the 
whole or partial cost of an 
MBA programme (assuming 
you get satisfactory grades). 

Online and distance 
learning is another, cheaper, 
possibility, although it’s worth 
taking a serious look at the 
credence employers give to 
online MBA programmes, 
especially from unaccredited 

institutions. 
But the online 
approach is being 
increasingly 
embraced by the 
most respected 
schools, and the 
cost difference is 
noticeable. For 
example, Durham 
Business School 
in the UK offers 
an online MBA for 
£19,000. Nearly 
86% of students 
completing 
an MBA are 

employed within three 
months of graduation, and 
the average salary three years 
after graduation is £68,600 
(US$98,000).

The Association of 
MBAs (AMBA), based in the 
UK, accredits 234 schools 
or programmes around 
the world. While this only 
represents 2% of the world’s 
business schools, the 
association guarantees that 
their accredited schools boast 
the ‘highest quality faculty – 
internationally diverse with 
a good balance between 
academics and practitioners’. 

Sandra Rapacioli, director 
of research at AMBA, says 
statistics around cost benefit 
analysis from its latest 
report prove that having an 
MBA is worthwhile and can 
supercharge your career. 

‘Having an MBA can 
definitely boost your career 
progression,’ she says. ‘Sixty-
one per cent of the MBA 
graduates we surveyed are 
currently senior managers 
or above, compared to 18% 
pre-MBA, while 9% are CEO/
president – compared to 
1% pre-MBA. There has also 
been a steady increase in 
the number of CEOs with an 

MBA. In 2010, 7% of CEOs 
had an MBA. In 2014 this 
increased to 9.2%.’

MBA graduates from 
business schools with 
an AMBA accreditation 
received an average salary 
of US$159,080 in 2014, up 
by US$24,600 from 2012, or 
18%. In addition, 63% of MBA 
graduates received some 
sort of bonus or commission. 
The average bonus was 
US$156,164. 

There were also some 
interesting figures about 
geographical differences in the 
potential return on investment 
(ROI) that MBA graduates 
achieve globally, suggesting 
that the qualification garners 
greater importance in different 
parts of the world. ‘The 
highest mean salaries for 
MBA graduates are in South 
Korea (US$505,120), China 
(US$416,560) and Greece 
(US$268,960). ‘In terms of 
bonus or variable payouts, 
MBA graduates in the UAE 
received the highest mean 
earnings (of US$344,400), 
followed by Russian MBA 
grads (US$203,360), then 
Canada (US$165,640) and 
the US (US$149,240). The UK 
ranked ninth (US$114,800). 

‘Although it’s difficult to 
quantify, anecdotally there are 
some regions – Finland and 
Latin America, for example – 
where the cultural tendency 
is towards part-time MBAs, 
funded by an organisation 
to develop staff internally, 
as opposed to individuals 
looking to develop themselves 
to move on or change career 
or sector.’

But no matter where 
you are studying, the evidence 
suggests that the qualification 
will bring both financial 

and professional rewards. 
‘It’s difficult to say how 

long it will take you to achieve 
an ROI, as there are many 
variables,’ says Rapacioli. ‘But 
you can surmise that even if an 
MBA costs up to US$142,126 
(including fees and loss of 
earnings), then taking into 
account increased salary, 
bonus and ‘golden hello’ 
bonuses, this return can be 
relatively quick.’

 
All things are not equal
A word of warning though, 
because, as with other areas 
of business life, there is 
unfortunately an inequality in 
the returns MBA graduates 
will enjoy, depending on their 
gender. The FT’s Global MBA 
Ranking 2016 survey found 
that before their MBAs, about 
80% of both male and female 
alumni who responded were 
‘professionals’, one of the 
lower categories of seniority; 
three years after graduation, 
40% of the women described 
themselves as professionals, 
compared with 30% of men.

The percentage of male 
and female graduates at 
department head or senior 
manager level is roughly 
equal, at about 42%, but 
women are under-represented 
in the higher levels of seniority, 
director/partner and chief 
executive/board member.

And alarmingly, the 
average pay gap between 
men and women actually 
increases from 14% before an 
MBA to 19% three years after 
graduation (or from US$9,000 
to US$22,000). So while the 
MBA will help boost earnings, 
it won’t magically bring pay 
parity. ■

Beth Holmes, journalist 

For more information:

Download the GMAC Alumni Perspectives 2015 Survey 
Report at bit.ly/gmac-al-pers-surv-2015

Read the FT’s Global MBA Ranking 2016 at  
bit.ly/ft-2016-mba-rank

There are much 
cheaper options, 

but if you study at 
a lower-ranked – 

or non-accredited 
– business school 
the benefits start 

to wane
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Apprenticeships over MBAs
According to a study by researchers at Auburn University, 
Alabama, a business degree will not put you ahead of the 
competition at all. The team submitted 9,000 fake CVs to jobs 
advertised across a swathe of industries, including banking, 
finance, management and insurance, and found no evidence 
that employers preferred those with MBAs over those without. 
However, they did find that applicants who had undertaken 
internships – working in an area they loved for little if any 
remuneration – for three months during their time at university 
received 14% more interview requests than those who didn’t.  

INSEAD grabs 2016 top spot 
For the first time ever, a ‘one-year’ MBA has led the FT’s 
Global MBA Ranking 2016. This means that INSEAD follows 
in the footsteps of business schools such as Harvard, the 
London Business School and Stanford to nab the number one 
spot. With campuses in France and Singapore, a whopping 
90% of INSEAD’s professors and students are international.

The 2016 ranking includes nine new schools, two of which 
appear for the first time. Renmin University of China School of 
Business is the highest new entrant, in 43rd place.

The report also shows that the proportion of women 
studying at ranked schools is rising. In 2015, 35% of MBA 
students were women, up from 30% in 2005. Last year, 
the proportion of female students rose above 40% in 
27 schools, a jump from just four schools 10 years ago. 
Chinese schools lead the way in this respect, with women 
accounting for 44% of students overall. The percentage of 
women students at Chinese new entry Renmin University 
stands at an impressive 59%.

In total, 157 business schools from 25 countries 
competed in the study. US business schools continue to 
dominate the tables, taking almost half of the total places. 
Thirty ranked schools are from Europe (half of those are  
UK-based) and 13 are from Asia.

Hedgies question the value
A postgraduate degree will not guarantee more money 
in the hedge fund industry, according to a new survey. 
The findings from SumZero, an online community of fund 
professionals, in its 2016 Fund Compensation Report, show 
that hedge fund associates with undergraduate degrees 
bring home bigger salaries than their peers with advanced 
business degrees. So-called pre-MBA associates took home 
an average of US$200,000 per annum, including a US$90,000 
bonus; associates with an MBA took home an average of 
about US$184,000, including a bonus of US$60,000. 

Task force to improve India’s business schools
The All-India Management Association (AIMA), a national 
management-education industry body, has created a task 
force to help dramatically improve the quality of the country’s 
management education.

India is the world’s largest provider of management 
education, but a combination of substandard schools and 
a lack of understanding of educational and employers’ 
requirements has damaged the reputation of the 
management education industry.

At the start of 2016, AIMA published its strategy paper 
with one ambitious goal: ‘By 2025 [the] Indian management 
education system should clearly emerge as the second best 
in the world, second only to that of [the] USA.’

It suggests various measures, including overhauling the 
common practice of standardised curriculums, and more 
integration with industry, which would help target curriculums 
to suit the needs of employers. 

The task force recommends investment in the best 
150 business schools to compete on a global level by 
improving faculty and facilities, and repositioning the 
remaining 4,600 schools to better serve businesses on 
a national or regional level. ■
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ACCA’s microsite now lets potential clients search for ACCA fi rms 
and members by their areas of expertise as well as their location

ACCA has relaunched its 
global Find an Accountant 
microsite, making it easier 
for potential clients to locate 
a professionally qualifi ed 
ACCA member or ACCA 
accountancy practice. 

The site allows users not 
only to search by location, but 
also by the services offered by 
the ACCA member or practice. 
Firms that, for example, 
offer audit or specialise in 
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small business accounts 
can therefore publicise 
these services effectively to 
potential clients.  

‘We’ve designed the site to 
make it easy for people to fi nd 
exactly what they are looking 
for,’ said John Weston, head of 
ACCA UK. 

Many accountancy 
practices specialise in 
particular fi elds, or offer 
services such as audit or 

insolvency. The new Find 
an Accountant pages allow 
ACCA members to tell clients 
exactly what their areas of 
expertise are, making it easy 
for individuals and businesses 
to fi nd the right ACCA 
accountant for them, and for 
the ACCA member or practice 
to reach new clients. 

‘Finding the right 
accountant is hugely 
important,’ Weston said. 
‘Selecting the right ACCA 
accountant means you are 
choosing a trusted and expert 
adviser to handle business 
matters or personal fi nances.’  

Once users fi nd an ACCA 
member or fi rm on the site 
that meets their needs, they 
can click through to the fi rm’s 
website, making it easier for 
them to get in touch with their 
fi rm or member of choice.

Hot property

ACCA has decided to sell its London offi ces at 
10/11 and 29 Lincoln’s Inn Fields in London. The 
decision follows a detailed deliberation process. 
The properties, which ACCA vacated at the end 
of 2015, are valued at £8,225,000 and £10,250,000 
respectively. 

‘After careful consideration,’ said Raymond 
Jack, ACCA’s executive director fi nance and 
operations, ‘it is clear that the right course 
of action is to reinvest the proceeds, further 
strengthening ACCA’s resources for the benefi t 
of our many members and students across 
the world.’

ACCA’s London staff moved into their new 
offi ces at the Adelphi at the start of 2016. Watch 
the story of the move at bit.ly/ACCAplaylist.

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

Infl uence 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 
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