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Welcome
‘Out with the old and in with the new’ is proving a mantra that is as challenging as it is
inescapable in business and politics alike
The fallout from the UK’s vote to leave
the EU has been compounded just a

To be competitive
in a digital world,
companies must
operate at a
significantly lower
cost, freeing up
cash to fuel their
growth [p.28]

year later by the shock result of the
country’s general election, propelling
the 10 MPs of Northern Ireland’s DUP
into the cockpit of politics.
Brexit is already posing major issues
for Ireland, even though the negotiating
terms for any new trade deal are still
entirely unknown. The feature on page
21 examines the impact for the farming
sector of the potential upheaval in its
biggest export market.
Our cover story underlines how
technology continues to prove a

The current state of flux has led some

disruptive force in business. The article

companies to revisit old concepts, and

on page 18 takes a look at how drones

the feature on page 28 shows how

are becoming powerful asset-checking

companies are embracing zero-based

tools, changing the accountant’s role in

budgeting, an approach that was

the process and creating profitable new

pioneered in the 1970s.

business opportunities.

For those seeking practical advice, we

The profile interview on page 12

have articles with tips on how to handle

is with Paul O’Toole, CEO of further

a crisis (page 26) and on how family

education and training agency SOLAS,

businesses should plan for a successful

which is developing a strategic

succession (page 31).

approach to the country’s changing
workforce requirements that aims to

Pat Sweet, Ireland editor

curb the worst cyclical excesses.

pat.sweet@accaglobal.com
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The village of Dooagh
on Achill Island is
celebrating as a beach
washed away in 1984 has
reappeared, thanks to a
freak tide. Hoteliers, B&B
owners and publicans
hope its return will boost
local tourism which has
suffered over the years.

The new Fine Gael
leader Leo Varadkar has
been named taoiseach,
making him Ireland’s
first openly gay head
of government and
the fourth in modern
European history. He will
also be Ireland’s youngest
ever leader.

After failing to win a
majority in the general
election, prime minister
Theresa May (right)
entered negotiations with
Northern Ireland’s first
minister Arlene Foster to
secure a deal between
the Conservatives and the
Democratic Unionist Party.

Another property bubble
could be on its way
in Ireland, the OECD
has warned. A strong
economic recovery and
a shortage of housing
have pushed the cost
of a home up by more
than 10% over the past
12 months.
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News roundup
This issue’s stories and infographics from Ireland and Northern Ireland, as well as a
look at the latest developments affecting the finance profession around the world
AIB flotation

Pay off debt, says EC

Ireland on the rise

BoI fined

The Irish government has

The Irish government

Ireland has improved its

The Bank of Ireland has

triggered the sale of 25% of

has been advised by the

position as one of the

been fined €3.15m by the

shares in the nationalised

European Commission to

world’s most economically

Central Bank for anti-money

AIB bank. It is expected that

use additional income to

friendly nations, according

laundering failures, including

the flotation will generate

pay down debts, rather

to the 2017 IMD World

failing to promptly report

around €3bn for the Irish

than cut taxes. The warning

Competitiveness Ranking.

suspicious transactions to

state. Finance minister

applies to proceeds from

It has risen from seventh

the Garda and the Revenue

Michael Noonan said: ‘The

the sale of AIB shares, as

position last year to sixth

Commissioners, failing

strong progress made by

well as higher than expected

in 2017, out of 63 ranked

to conduct sufficient risk

AIB and current market

tax receipts. ‘In the future

countries. Ireland’s highest

assessments in relation

conditions mean that now is

it would be prudent to use

ever ranking was fifth in 2000,

to money laundering and

the right time to commence

such funds to accelerate

but it lost ground after the

terrorist financing and failure

this process.’ AIB’s chief

deficit and debt reduction, in

global financial crisis, falling

to conduct enhanced due

executive Bernard Byrne says

particular as many indicators

to 24th position in 2011.

diligence on a correspondent

that it is ‘conceivable’ that

suggest that the economy is

Ireland was rated as best

bank outside the EU. A

the majority of the bank’s

already operating close to its

in the world for business

spokesman for BoI said:

shares may be privately

potential,’ said a statement

productivity and efficiency.

‘Bank of Ireland takes its

owned in three to five years.

from the Commission.

regulatory obligations

IMF praises Ireland

seriously and regrets that

Ireland has been praised

these issues arose. The bank

by the IMF, after its latest

has cooperated fully with

official visit to the country. In a

the Central Bank throughout

statement, the IMF said: ‘After

this investigation and has

a sustained period of sacrifice

completed a comprehensive

by the Irish people, economic

multi-year programme of

recovery is well underway.

work to anticipate future

Growth is robust and broad-

legislative requirements while

based, and unemployment is

also addressing these issues.’

at levels not seen in almost a
decade. The challenge now

Fitzpatrick goes free

is to translate the recovery

Sean Fitzpatrick, the former

into a new foundation for

chairman of Anglo Irish

The Irish government has been told by the European

sustainable and inclusive

Bank, has been acquitted

Commission to accelerate action to collect taxes due from

growth. This will require

of 27 charges related to

Apple. Ireland must make ‘material progress to implement

future-proofing the economy

alleged misreporting of

recovery’ of the €13bn in back taxes due, the Commission

against the reemergence of

personal loans from the

warned. If the government fails to pursue the matter the

boom-bust dynamics and

bank. The case collapsed

commission says it ‘may decide’ to refer the matter to EU

broader risks. It will also

after the judge directed the

courts. EU competition commissioner Margrethe Vestager told

require well-targeted use of

jury to acquit Fitzpatrick.

CNBC that Ireland is taking too long to recover the taxes.

limited public resources for

The Director of Public

the benefit of all.’

Prosecutions says the

Ireland must speed up Apple action

8
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allegations will not be put to

opportunity to bring clarity

a new trial. Fitzpatrick told

and consistency to the

the court that he had not

code, but says it could be

misled the bank’s auditors,

improved by simplifying the

EY, about his borrowings

contents and ensuring that

from the bank, which were

it is principles-based, rather

higher during the year than

than rules-based. ACCA

at the financial year end.

particularly supports the
intended changes to the

EY in Anglo action

independence sections of

The collapse of the Sean

the code, the International

Fitzpatrick trial brings

Independence Standards,

closer an investigation

but believes these need to

into EY’s audit of the failed

carry more prohibitions.

Anglo Irish Bank. During
the trial, defence counsel

Project Eagle inquiry

for Fitzpatrick read out

The terms of reference

comments from former

have been published for

auditor general John Purcell

the inquiry into Nama’s

on EY’s auditing, described

sale of the Project Eagle

as showing ‘incompetence

portfolio of non-performing

NI gets top subsidy

in the performance of

Northern Ireland loans. The

Northern Ireland receives the largest public spending subsidy

their professional duties,

announcement was made in

of any UK nation or region. While London and the South East

rather than misconduct or

the Dáil by then taoiseach

of England contribute more in taxes than they receive in public

inefficiency’. Resumption

Enda Kenny. The focus of the

spending, the opposite is true in the rest of the UK. The highest

of the investigation can

inquiry will include disposal

public spending subsidy per person is in Northern Ireland, with

only continue when given

strategy, the application

a deficit of £5,437 per person. According to the Financial Times,

approval by the Director

of a minimum price and

‘this deficit amounted to 29% of the gross value added created

of Public Prosecutions,

management of the sales

by the Northern Irish economy in 2015, far higher than in any

which is dependent on

process. It will also look at any

other advanced economy.’

the end of all relevant

alleged conflicts of interest.

criminal proceedings.
EY did not respond to a

Mind the GAAP

micro companies’ financial

next 18 months,’ said the

request for comment.

New accounting principles

statements are so lacking

firm. Tim Lohan, a partner

for micro companies in

in information that the law

in financial accounting and

Stronger ethics

Ireland could expose them

had to include a specific

advisory services, added

The International Ethics

to business threats, warns

provision that deemed

that the centre of excellence

Standards Board for

ACCA. New Irish GAAP for

them to be true and fair;

would bring expertise in-

Accountants has issued an

micro companies provides

something no lender,

house, simplify the delivery

exposure draft to strengthen

an option to use accounting

supplier or credit rating

of services and guarantee a

the Code of Ethics for

rules that greatly reduce

agency would agree with.’

high level of consistency.

Professional Accountants.

their financial statement

The revised code addresses

disclosure and could

GT Ireland hires 250

Climate roadmap

the issues of professional

potentially impact their

Grant Thornton Ireland is

Ireland can address the

scepticism and obtaining

credit rating, funding and

creating 250 new jobs, most

challenge of climate change

sufficient understanding

wider business relationships.

to be located in a new centre

cost effectively and in a

of facts before exercising

Head of ACCA Ireland, Liz

of excellence in Dublin. ‘The

way that offers societal

professional judgment.

Hughes said: ‘These new

positions are permanent

benefits, concludes a PwC

ACCA welcomes the

accounting principles for

roles to be filled within the

report for the Electricity
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Change at the top
The vast majority (94%) of Irish business
leaders believe that an inclusive
environment is vital to business

35%
of organisations
spend less than
€1,000 a year
on diversity and
inclusion – under
€20 per
week

50%
of organisations
have a diversity
and inclusion
strategy in place

performance, but there remains a lack of
gender, race, ethnicity and LGBT diversity
at senior management and board level,
according to research from EY.

only 8%
of boards have
members with
disabilities

only 11% of
boards have
members who
are LGBT

76% of boards are comprised of
men while women have only 24% of
places at the top table

Association of Ireland (EAI).

management

The roadmap, Transitioning

company,

to a low carbon energy

Fenego.

system, details a least-cost

Ireland has also

path to achieving Ireland’s

successfully

decarbonisation targets,

attracted a

which would see a 92% cut

number of

in greenhouse gas emissions

fintechs to set up

by 2050, cuts of 80% from

regional offices

the heat sector and 94%

here, including

from the transport sector,

Kabbage, and

and reduced reliance on

we hope to see

imported fossil fuels.

further growth as

and Nicola Quinn in tax;
Declan Maunsell, Fidelma
Boyce, Gillian Lowth, Olivia
Hayden and Ronan Mulligan
in assurance. PwC’s Ireland
managing partner Feargal
O’Rourke said: ‘We are
admitting a record number
of new partners due to
significantly increased client
demands. Our focus is
helping our clients manage
and grow their businesses

Ireland continues to market

achievement in leadership,

in the current volatile

Irish fintech boom

its ability to be a bridge to

teamwork and business

economic environment.’

Ireland is gaining

both the UK and Europe.’

performance. I have no
doubt that the recipients

KPMG prizes

Ryanair profits rise

as a centre for fintech

will act as role models for

Ryanair has reported a 6%

investment and

KPMG and The Irish

Irish enterprise.’

increase in net profits to

development, claims a

Times have launched a

report from KPMG. It says

monthly award to mark

PwC adds partners

31 March. The airline saw

that Ireland is home to

excellence and outstanding

PwC has admitted 12

traffic growth of 13% and

‘numerous initiatives focused

achievement among Irish

new partners to the firm

cut unit costs by 11%, with

on showcasing the country

business leaders at home

in Ireland, to be based

a market leading 94% load

as an alternative to London’.

and abroad, as well as

in Dublin, Cork, Galway,

factor following fare cuts.

Anna Scally, a KPMG partner,

international executives

Kilkenny and Limerick.

CEO Michael O’Leary said

said: ‘The beginning of 2017

leading major companies

Amy Ball, Ken Tyrrell and

the figures were achieved

saw a number of mature

in Ireland. Shaun Murphy,

Sinead Ovenden are new

‘despite difficult trading

fintech companies announce

managing partner of

partners in advisory; Colm

conditions in FY17.’

expansion plans here,

KPMG in Ireland, said:

O’Callaghan, Doone

including the client lifecycle

‘These awards will highlight

O’Doherty, Ilona McElroy

international prominence

10

Ireland is home
to numerous
fintech initiatives
focused on
showcasing the
country as an
alternative to
London

€1.316bn for the year ending

AB B

Paul Gosling, journalist
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‘We’ll never get rid
of cyclical activity
entirely, but we
can certainly put
in moderating
parameters’

12
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Lessons learned
SOLAS CEO Paul O’Toole FCCA explains the further education and training agency’s
strategic approach in addressing the past weaknesses of the Irish economy

Y

a dominant presence in the high streets

2013

essentially the same. I’d like to see some

of Ireland’s towns and cities. A series

Becomes CEO of SOLAS

awareness of SOLAS develop over time,

ou don’t need a long memory
to recall a time when FÁS, the

i

funding comes through the Higher

CV

Education Authority. Their brand awareness
is very much around the university. We’re

former state training agency, was

but success for me is when a member of the

of expenses scandals and excoriating
reports from the Office of the Comptroller

2009

public can find a programme we support

and Auditor General on lax financial

Appointed director general

and say “I want to do this because it makes

controls at the end of the last decade

of FÁS

a difference in my life”, or a business
can get the skills it needs by accessing

meant the writing was on the wall for the
organisation by the time the then minister

2001

students from a training centre or college of

for education Ruairi Quinn dissolved it

Appointed chief executive of

further education.’

in 2013. It was replaced by the further

Tourism Ireland

Pieces repositioned

education and training authority SOLAS.
In the unique position of having been the
head of both organisations, Paul O’Toole

1992

This year, SOLAS launches its second

Becomes member of ACCA

three-year plan, outlining how it intends to

FCCA is the first to admit that ‘a lot of

develop a world-class further education and

people are still grappling with the question

training sector in Ireland. ‘Our first three

of whether SOLAS is just FÁS by a different name’. The new

years have been about repositioning the pieces and creating

organisation, however, represents far more than just a name

the building blocks for the reform of the sector,’ O’Toole

change. O’Toole explains: ‘FÁS was a very large organisation,

says. ‘The next three years will be about gaining traction and

with 2,300 people based in 144 locations around the

really driving the implementation of changes. It will be very

country, and was directly engaged in a range of employment

much focused on knowledge, intelligence, information and

programmes and services to business. SOLAS has about

good planning.’

200 staff and is much more of a strategic executive agency

The strategy comes into play as Ireland’s employment

that supports development policy rather than implements

figures continue to swell. Indeed, with the holy grail of full

it. We have a budget of €638m and we deploy that through

employment once again in sight, talk is turning already to the

16 education and training boards around the country. So our

risk of overheating. The construction sector will certainly be

focus is on coordinating, managing and planning as distinct

among those playing a significant role in job creation for the

from direct operations.’

remainder of the decade, so what part can the agency play in

The new authority may not be directly involved in learning
provision, but it is determined to be as ambitious as possible

ensuring the worst excesses of the past are avoided?
‘A vibrant construction sector, but one that’s also

on behalf of the people who are its ultimate beneficiaries.

sustainable, is the long-term objective of government,’

This year, it will coordinate and fund further education and

O’Toole says. ‘We are one part of the mix in that we provide

traing for over 300,000 beneficiaries. ‘These range from

training through apprenticeships as well as non-craft skillsets,

apprenticeships to post-Leaving Cert courses, to a whole host

so we can manage the supply side, and if we see it going out

of other programmes people may be less familiar with, such as

of control we can talk to government about that. We’ll never

literacy and numeracy support.’

get rid of cyclical activity entirely, but we can certainly put in

For all the agency’s reach and influence, O’Toole is
comfortable with it lacking its predecessor’s brand recognition.

moderating parameters.’
Mention of apprenticeships raises the issue of Ireland’s

‘If you think of someone doing a degree in a university in

somewhat skewered favouring of academic over practical

Ireland, they don’t generally consider the fact that their

learning, an issue that SOLAS is putting considerable
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If there’s another weakness in Irish culture that O’Toole

Tips

hopes to address it’s around the concept of lifelong learning.
‘One of the areas where Ireland does less well than our peers

*

‘Within any organisation, you need to be very clear

is in the number of people engaging in formal and informal

about what you believe in, what has value and

lifelong learning. Larger companies and those with good HR

importance, and, notwithstanding the problems, stay

structures tend to pay attention to the issue, but employment

focused on them.’

in Ireland is mainly through SMEs, and we have huge numbers
working within them who rarely get a lifelong learning

*

‘As a leader you need to recognise that you only play

opportunity. One of the things SOLAS is working on is to

one part. While you might have ultimate responsibility,

identify the critical gaps, and we are working with employers

you need people around you to work with you to

and the state to make progress in this.’

achieve the goals.’

Difficult transition
CEO of Tourism Ireland from 2001 to 2009, O’Toole was

i

appointed director general of FÁS at a critical time for both

Basics

the organisation and the economy. Swelling unemployment
figures would bring huge tranches of people, often from

2013

senior managerial or professional backgrounds, under its remit

SOLAS set up as an agency of the Department of

for the first time. ‘It was a very difficult transition for a lot of

Education and Skills

people, and we adjusted our offer to support them. Part of the
response was to find alternative streams of training activity that

2014

could help them continue to develop their skills either in their

Launches further education and training strategy 2014-19

chosen field or a new one.’

2016

‘When I joined in 2009, I was aware that FÁS had a set of

Government publishes National Skills Strategy 2025

problems, but I wasn’t and couldn’t have been aware of the

At organisational level, the challenges were no less intense.

full dimensions of these until I got my feet under the desk.’ In

2017

a period of ‘often very difficult days when challenges seemed

13 new apprenticeship programmes planned in bid to

to be coming out of the woodwork’, he found that a focus

double apprenticeship and traineeship registrations by 2020

on core values helped him prevail. ‘Within any organisation,
you need to be very clear about what you believe in, what has
value and importance, and, notwithstanding the problems,

resources into rebalancing. ‘We, as Irish people, value the

stay focused on them. So the sense that we were working for

attainment of higher-level education, which is correct and as

unemployed people and that what we were doing was having

it should be. But we don’t balance that sufficiently with the

an influence in their lives – that helped to keep me anchored.’
He also recalls a steady stream

value of non-academic education,
and I fundamentally believe

of correspondence from people

there’s something wrong with that.

who would write in gratitude for

If you look at highly successful

the support services that they

economies like Germany, Austria
and Switzerland, they engage with
their students at an earlier age
to identify capacities and stream
people into vocational and academic
programmes. It works extremely well,
and society places an equal value
on both. I think we need to look at
that in terms of what we value and
recognise that all potential isn’t

‘We don’t
sufficiently
value vocational
education. We need
to recognise that
all potential isn’t
academic in nature’

academic in nature.’

14

had received. ‘I found that very
affirming. It was also a very good
reflection on the enormous parts of
the organisation that were working
well, thanks to a very diligent and
committed workforce.’
O’Toole is also in no doubt that
the skills acquired through ACCA
have proved critical for him over the
past few years. ‘As CEO, I have a
formal role as an accountable person
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to the Oireachtas with regard to the correct management and

important thing to ensure is that, whoever your stakeholders

stewardship of taxpayer funds. So the knowledge I’ve acquired

are, you have good, open and honest communication at

in my professional development as an ACCA member has

all time. The second is that when you have a problem, you

served me extremely well. Being able to understand and

recognise it. You may not be able to address everything

explain the financial dimension is invaluable.’

straight away, but if you don’t acknowledge the existence of an

Having steered a major state agency through a successful
transformation, O’Toole is looking forward to the next stage

issue it will come back to bite you and swallow you.
‘The final thing, I would say is that, as a leader, you need to

and the opportunity to give full attention to the development

recognise that you only play one part. While you might have

of an education and training sector that’s fit for purpose.

ultimate responsibility, you need people around you to work

With Ireland now facing into its own change management

with you to achieve those goals.’

AB

challenges, his reflections on the value of strong relationships
in making progress seem particularly resonant: ‘The first

Donal Nugent, journalist
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72%

The view from
Cathal Fahey ACCA, financial accountant at Joe Duffy
Group, on rapid developments in the motor industry

of global execs say the world has
become a riskier place over the past

As a financial accountant

compared with up to four

year (down from 87% in 2016), with

for Joe Duffy Group, my

visits in the past. Customers

increasing competition,

role centres on financial

know what they want. In

regulatory risk and

reporting on performance

essence, as a franchised

economic slowdown

daily, monthly and yearly.

dealer we have cars of the

identified as the

I am the accountant in

same spec and RRP as our

top three threats.

charge of three dealerships

competitors that are sold

Source: BDO

– Porsche, Volvo/KIA and

Box headline
Brexit
border fears

from similar premises. Our

the recently opened Jaguar Land Rover

key differentiator is the level of quality

facility in Airside. In 2016, they had a

service a Joe Duffy business can deliver.

combined turnover of just over €60m.

We attain this through investment in our
people and a commitment to our own

Voluptastwo
Almost
eum,
thirds
ipisofmincte
Irish organisations
ped quis

process and robust business model.

accullorest,
expect
to suffer
sintecta
fromvelest
a hardlabor
border
rereiciis

My team offers support to the three

quos Brexit,
after
dollautetur?
according
Qui to
nam,
a survey
volor by the

dealerships’ leadership teams. I

sunt adi berit
National
Standards
vene pro
Authority
quae commos
of Ireland

produce budgets monthly and annually,

When I joined the company in 2010,

quaspit,While
(NSAI).
si omni
63%
lorem
of organisations
ipsum.

and my team ensure the accurate

the motor industry was just emerging

Boxout crosshead:
surveyed
believe a hard
doluptur,
border
sequamust
in

reporting of monthly management

from record low sales, which created a

magni bera
Ireland
would
coribusdam
be bad for et
them,
re nobist
14% la

accounts. I also process payroll for

challenge but also an opportunity. As

dolore
are
unsure
conand
re volorer
23% believe
spercititautem
would as

more than 70 employees, complete

customers’ cars got older they required

rerumno
have
volut
impact.
volorun.
The NSAI is advising

all Revenue returns, and work closely

more maintenance. We focused internally

Boxout crosshead:
organisations
to become
moditat
certified
urehend
to

with some of our larger suppliers in

on our reporting capabilities and

isciae. Gitae
global
standards
magnima
to assist
ximporr
them with

the group to ensure we get the best

aftersales, and built up a strong business

undenimilitto
continuing
prem
trade
culpa
in the
dolore
UK post-Brexit.
prae

value possible for the company.

model with reporting innovation.

doluptus lorem ‘super
ipsum dolorcluster’
sit amet.
Research

Customers are far more informed

Our CEO encourages us to add value

A cross-border, high-tech research

than they have ever been. Studies

across all areas of the business. The

have shown that a customer is likely to

role is dynamic and varies from day to

buy after just 1.3 visits to a dealership

day. We encourage people across the

estrum rerem aborrup turiantion culpa

corridor
has been formed in the north
Box headline
west,
part-funded
the EU.
The
North
Voluptas
eum, ipisby
mincte
ped
quis
West
Centresintecta
for Advanced
accullorest,
velest Manufacturing
labor rereiciis

business to think as accountants would,

is
led dollautetur?
by Catalyst – Qui
formerly
quos
nam,known
volor as

and we reap the rewards of that strategy.

the
Science
– and
suntNorthern
adi beritIreland
vene pro
quae Park
commos
brings
together
15 research
projects
quaspit,
si omnoditat
urehend
isciae.
that
will
form a ‘super
cluster’
focused
Gitae
magnima
ximporr
undenimilit
on
theculpa
healthdolore
and life
sciences
sector.
prem
prae
estrum
rerem
Partners
Ulster
University,
aborrup include
turiantion
culpa
doluptus.
Glasgow
the Letterkenny
Ur, nihitiisUniversity,
mollaut rerum
atum, core
and
Sligo
technology,
and
saerae
cusinstitutes
aut que of
pos
ex exerepe
private
sector
Global,
rroviducias
es companies
venet odit,Sphere
simporum
Randox,
Lpe, Armstrong
Medical,
dolo el eaquidis
corro blatios
qui
Nuprint,
Abbott dit
andestemperum
GSK.
volupta quique
doluptas et, vollam re que sus eum hit

Our key
differentiator is
the level of quality
service a Joe Duffy
business can deliver.
We attain this
through investment
in our people

Having spent some time in Hong
Kong during my MBA studies, I gained
valuable insight into the growth of
technology and global connectivity.
Business is changing rapidly, and the
current economic market is littered with
uncertainty. As a business it is important
for us to rebuild consumer confidence.
We strive to provide a quality service,
and our motto is, ‘It’s our people who
make the difference.’
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Flying high
Drones are taking off in the business world, with tax professionals
using the technology to check on assets and valuations

18

Drones may still sound a little like

page 20) to the protection of birds of

the trial stage. But for accountants

science fiction, but their use is rapidly

prey. While much of the reporting of

– auditors especially – drones are

becoming mainstream. The practical

drone technology has focused on how

relevant and usable right now.

applications of drones are multiplying

retailers may use drones to deliver

– from energy generation (see box on

parcels, such applications are still at

‘Drones are becoming a valuable
tool for professional accountants
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by enhancing their capabilities to

of US$45.2bn. Ciarán Kelly, advisory

efficiency of its wind turbine inspections

accurately calculate the numbers

leader at PwC Ireland, explains: ‘Drones

ten-fold. Sylvester explains: ‘A very

of assets, evaluate their condition,

and the data they provide are a game-

big driver is health and safety. Asset

as well as improve managerial risk

changer over the entire lifecycle of a

inspections in many environments carry

accounting,’ explains Magdalena

transport infrastructure investment.

health and safety risk. You have to work

Czernicka, a manager at PwC’s drone-

Provision of real-time, accurate and

at height inspecting wind turbines,

powered solutions division in Poland.

comparable 3D modelling data is

and there is the risk of “ice throw” [the

A PwC study reports that drones – or

crucial during the preconstruction,

far-flung splattering of ice build-up on

unmanned autonomous vehicles (UAVs),

construction and operational phases of

the turbine blades]. Drone use removes

as they are more precisely called – have

an investment project, and all this data

the need for manual inspections to be

the potential to radically reshape much

can be acquired by intelligent and cost-

undertaken in that environment.’

of modern commerce, and values the

effective drone-powered solutions.’

emerging global market for commercial

Research by Deloitte has found that

Other asset inspection and
operational maintenance applications

investment rates in the drone sector are

that Deloitte’s Maximo is engaged

increasing exponentially, with venture

with include oil and gas pipelines and

applied for due diligence purposes

capital financing of software-based

rooftop inspections. This use of drones

in order to minimise the risk of fraud

drone startups exceeding US$335m

not only directly cuts clients’ costs, but

drone applications at US$127bn.
‘Data gathered by UAVs can also be

or concealment of the actual state

also improves the quality of their asset

of assets,’ says Czernicka. ‘UAVs are

management and so positively impacts

currently used by tax offices in countries

their bottom line.
Deloitte points out that vastly

all around the globe – Spain, Indonesia,
Hungary, Argentina, Nepal, China – to
inspect the correctness of tax returns or
catch smugglers. It is worth mentioning
that data capture from drones can be
used as evidence in litigation as well
as to properly value assets during
insurance processes.’
Those tax inspections are often
looking to determine whether property

‘Data gathered
by drones can
help minimise
the risk of fraud
or concealment
of the actual
state of assets’

enhanced software is also extending
the ways in which drones can be relied
on. New software can interpret data
provided by drones better; it can, for
example, recognise cars and people,
count individual plants in a field, and
identify metal corrosion of infrastructure.
The need for human participation in the
analysis of drone-provided information
is reducing.

owners have correctly valued their
homes for the purposes of property
taxation. In some jurisdictions taxes

last year, which was double the level of

Safety assessments

can go up if a swimming pool is built

2015. Deloitte’s EMEA Maximo centre

Drones are now commonly used for

– but owners do not always declare

of excellence is based in Dublin, and

safety risk assessments at construction

them. Drones are a simple way for

supports clients in 28 countries using

sites and to inspect the condition of

tax inspectors to check the truth. In

the IBM Maximo asset management

pipelines in regions where it can be very

Buenos Aires, tax inspectors have

system. Its director Nigel Sylvester says

difficult or expensive to undertake a

used drones to identify 100 swimming

that while drone technology itself is

physical check. The technology can also

pools and 200 luxury mansions that

mature, what is new is its integration

be extremely useful for asset valuations

had not been properly declared,

with other technologies, such as

– for example, in due diligence

resulting in a significant increase in local

automation, cloud computing, cognitive

exercises and in the preparation of legal

tax collection.

learning and the internet of things. This

proceedings. RICS (the Royal Institution

technological integration has taken

of Chartered Surveyors) reports a

Investment takes off

drone application a long way in a short

big increase in the use of drones by

PwC predicts that the largest

period of time.

commercial surveyors, including for the

commercial application for drone

One company benefiting Deloitte’s

technology will be in infrastructure,

expertise is wind farm operator Energia,

with an estimated global market value

which deploys drones to improve the

valuation of agricultural land.
PwC’s Polish division operates a
commercial surveyor drone service.
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Ireland has established itself as a
leader in the development of drone
technology, with about 60 commercial
drone companies currently operating
in the country. One of the oldest
is Versadrones, which is based in
Skibbereen, County Cork, and designs
and manufactures drones. Its founder
Tomasz Firek says that the most
common commercial drone uses are
videography (the capture of moving
images on electronic media) and
orthophotography (an aerial image that
is geometrically corrected so that the
scale is uniform and which can be used
to measure true distances). Versadrones’
clients’ applications include search and
rescue, security, 3D mapping and the
surveying of agricultural land.

The flying windmill
Drones have far more applications that merely being ‘eyes in the sky’. For example,

Invasion of privacy

there are drones that can operate as tethered kites in order to harvest high-level

Firek concedes that drones are not

wind power and convert it into electricity. Ireland is at the forefront of applying this

universally popular. ‘When I developed

particular technology. Dutch company Ampyx Power is working with energy company

the drones about eight or nine years

E.ON to commercialise a product, using a site in County Mayo as a testbed. The

ago as one of the first three companies

theoretical advantages of electricity production this way are the lower costs and

in the world, people had no idea that

higher generation capacity of airborne wind technology.

this technology would invade so far

‘Airborne wind supports one of our overall targets – to drive down cost for
renewable energy,’ explains Anja-Isabel Dotzenrath, chief executive of E.ON’s

into their privacy,’ he says.
Deloitte meanwhile has warned

climate and renewables division. ‘In addition to making airborne wind competitive

companies deploying drones to ensure

with conventional wind power, we would like to work with authorities and legislators

they take adequate cybersecurity steps

to pave the way for introducing this exciting technology and eventually make it

to protect their data and systems.

eligible to participate in tendering processes [for renewable energy subsidies].’
The Ampyx AP-3 model (pictured above) will be trialled in Mayo from late 2018.

It is also essential to recognise that
the use of drones is regulated – in

It will be a 350kg drone with a 12m wingspan, generating 250kW of electricity,

Ireland by the Irish Aviation Authority. All

operating 24 hours a day, seven days a week, with fully automated responses to wind

drones that weigh more than 1kg must

drop or system failure to bring it safely back to earth on its small landing platform.

be registered with the authority, which

Once fully developed, it should be able to withstand extreme weather events.

also controls their use. In addition, there
are strict regulations about the use of
private information and breaches of

It was used by Polish State Railways

20

Another PwC-supported construction

privacy, which are subject to regulation
by the Data Protection Commissioner.

to monitor the construction of a

project achieved savings of US$2.94m

railway bridge that was part of a

in claims settlement litigation, because

high-speed network between Warsaw

of the quality of the drone-provided

though, it seems inevitable that

and Katowice. The drone-generated

evidence. A study by the firm found

accountants will find that drone

information was supported by data

that the number of life-threatening

technology is an increasingly important

analytics to provide visual updates on

accidents on construction sites

part of their professional life.

progress that the client could track

monitored by drones has been cut by

on smartphones.

as much as 91%.

Even with this strict regulation,

AB

Paul Gosling, journalist
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Feast or famine?
The continuing success of the Irish farming sector’s biggest export market depends on
whether a post-Brexit trade deal can be struck that maintains free access to the UK
With the UK having triggered article

is therefore ‘the maintenance of the

trade annually in ‘live animals, finished

50 of the treaty on European Union,

closest possible trading relationship

products and products requiring further

starting the two-year countdown to

between the UK and EU, while

processing’. Overall, in 2015, exports

its exit from the EU, no group outside

preserving the value of the UK market’.

of agricultural products from Ireland

the UK may have more at stake in the
outcome than Irish farmers.
Joe Healy, president of the Irish

The UK is Ireland’s largest export

to Northern Ireland alone were worth

market for farming produce. Irish

€750m, with imports from Northern

agricultural exports to the UK were

Ireland to the Republic worth €567m.

Farmers’ Association (IFA), says: ‘Brexit

worth €4.1bn in 2016, while Ireland

presents the most serious threat to Irish

imported almost €1bn worth of food

Sligo branch of IFAC Accountants, a

farming and our agri-food sector in the

and live animals from the UK in the

large national accountancy practice

history of the state. With 40% of our

same year.

specialising in farming, experiences

food exports going to the UK, no other

As the only EU member state sharing

Claire Walsh, manager of the

these close-knit relations every day.

member state and no other sector is

a land border with the UK, Ireland has

The vast majority of her clients are

as exposed.’

developed a highly integrated agri-food

involved in farming. She worries about

sector with its neighbour. According

the introduction of import tariffs

to the IFA, there are large volumes of

post-Brexit, an unstable €/£ exchange

The key priority for the agriculture
sector in the coming Brexit negotiations
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rate, the future of the EU’s common
agricultural policy (CAP) budget, and
new customs controls. Unfavourable
developments in all of these would have
serious implications for Irish farming.
Walsh says: ‘25% of dairy exports and

‘Brexit presents the
most serious threat
to Irish farming
and our agri-food
sector in the
history of the state’

more than 50% of total [Irish] beef

for dairy.
‘The WTO tariff system is rather
complicated in itself,’ says Walsh.
‘Apart from the biggest players, who
are already supplying customers on
the world markets, most of our clients

exports reach the UK market. Exporters

have no experience in the bureaucracy

of cheddar cheese and mushrooms are

the EU to replace its EU membership.

almost completely dependent on the

Should this fail or not include the

UK market.’

food and drink sector, World Trade

Economic and Social Research Institute,

Organization (WTO) tariffs might be

Modelling the Medium to Long-Term

imposed. That would mean a 16.9%

Potential Macroeconomic Impact of

The UK has said it wants to negotiate
a comprehensive free trade deal with

22

tariff for livestock and a 35.5% tariff

involved in dealing with WTO rules.’
A November 2016 report by the Irish
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output would fall 2.3% below its likely

And then there are currency

performance if Britain stayed in the EU,

fluctuations. The Brexit vote has seen

and by 3.8% under the free trade and

sterling weaken. In 2016, foreign

WTO scenarios.

currency changes saw the value of Irish

Currently, the UK-Ireland common
travel area and the EU customs union
allow free movement of goods, enabling

exports to the UK drop by €500m year
on year – a 5.5% fall.
Brexit will also lead to a review of the

farmers to buy and sell items such as

CAP budget after 2020. Currently, the

feed, fertiliser and machinery across

UK contributes €3bn to it annually, while

borders without obstruction. It is not

Ireland receives €1.5bn. Walsh says

yet clear whether Britain would quit

that direct payments account for 65%

the customs union (non-EU Turkey, for

of all farm incomes across all sectors

example, is a member), but if it did,

and ‘a reduction in the CAP budget will

anti-smuggling efforts would probably

undoubtedly have a hugely negative

become more obtrusive. ‘It is not hard

impact on farm incomes in Ireland’.

to imagine what a hard border with

Her advice for accountants with agri-

controls, tariffs and long waiting periods

food clients is to investigate options and

at the checkpoint means for dairy

efficiencies during the Brexit talks: ‘Use

processors, for example, collecting and

this time to focus on increasing access

delivering fresh milk on both sides of

to alternative markets. Irish exporters

the fence,’ says Walsh.

competing directly with UK businesses

Alan Matthews, professor of European

should prepare detailed competitor

agricultural policy at Trinity College

analyses to determine areas of strength

in Dublin, fears that anything other

and begin to capitalise on these.

than the continuation of the UK/

Supply chain efficiencies and supplier

Ireland common travel area and UK

agreements should be reviewed.’

AB

membership of the EU customs union
could raise Irish business costs by 5%.

Barbara Bierach, journalist

Feeding the UK
Beef
Last year a third of all Irish dairy
exports went to the UK

*

UK prices for beef are consistently above the EU average, so less access for Irish
exporters would be bad news as mature EU beef markets cannot absorb much
more beef.

Brexit on Ireland, offers three potential
scenarios. The most benign is the UK
joining the European Economic Area

*

The UK imports 35% of its beef, principally from Ireland, which sends half its beef

*

Irish beef exports of 270,000 tonnes to the UK represent are almost 10% of the

exports to the UK and accounts for 70% of UK beef imports.
intra-EU beef trade.

(EEA) of EU states and Norway, Iceland

Dairy

and Liechtenstein. The second scenario

*

34% of Ireland’s dairy exports in 2016 went to the UK – notably 53% of cheese,

*
*

Irish cheddar accounted for 82% of all cheddar imported by the UK in 2016.

is a bilateral EU/UK trade deal along
the lines of the free trade agreement
between the EU and Switzerland, where
trade in services is not free. And then
there is the more extreme scenario,

29% of butter and 12% of skimmed milk powder exports.
In 2016, Ireland imported more than 800 million litres of milk from Northern
Ireland for processing. Northern Irish imports account for 25% of Ireland’s fresh
milk market.

where trade between the EU and
the UK is conducted under the WTO

Source: Irish Farmers’ Association, March 2017

regime. Under the EEA scenario, Irish
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The link between professional
ethics, education and oversight and
more favourable corruption scores is
three times stronger for professional

The view from
Ciaran O’Sullivan ACCA, senior financial accountant at
Micro Focus, with ambitions of becoming an FD

accountants who have committed to
these qualities than for individuals who

I began my career in

‘accountant in business’,

do not possess professional accounting

practice. It gave me an

where I could not only

qualifications.’ Source: IFAC

excellent grounding

number-crunch but also be

in the basics of being

involved in the strategic

an accountant – from

direction and development

bookkeeping and accounts

of the business.

preparation to tax returns
and payroll. While working

Talent awards
Deloitte and EY were recognised

I am now at Micro Focus, a

full time, I studied for ACCA during

growing FTSE 100 tech company. Micro

weekends and evenings with BPP. I did

Focus has a global network of offices,

it the hard way – I began with only a

including four on the island of Ireland:

couple of exemptions and am proud

Dublin, Belfast, Galway and Ennis. I work

of the fact I passed my last exam within

in the group reporting team and am

four years of starting.

involved in external financial reporting
on a day-to-day basis, as well as

for excellence in the employment of
graduates at the GradIreland Graduate

During this time, I had total

contributing to separate entity accounts

Recruitment Awards in Dublin in April.

responsibility for all the accounting and

and sections of the annual report.

Deloitte won the accountancy and

taxation affairs of a newly incorporated

professional services category and was

UK subsidiary. For three years I oversaw

The ACCA Qualification has given

also most popular graduate recruiter. EY

the growth of this UK subsidiary of

me all the skills needed to be an

picked up awards for graduate employer

an international software group from

accountant in practice and in industry.

of the year, diversity recruitment, best

a business with a turnover of several

I was able to put what I learned about

internship with over-50 intake, and best

hundred thousand pounds into one that

tax and financial reporting into practice

student marketing campaign. KPMG

turned over several million pounds.

in my day job before I completed all
the papers. Today I still refer to my

took the best training and development
programme award. Accenture was

I was interested in seeing businesses

textbooks for papers P2 and P6 and the

recognised as best graduate employer

grow and develop. I decided to move

notes I made while studying for some

among consultancy firms.

into the corporate sector and be an

of the challenges I face.

KPMG nabs BoI audit
KPMG has been appointed auditor
of the Bank of Ireland following a
tendering exercise. The firm will take
over the bank’s audit from the 2018
financial year and replaces PwC. Kent
Atkinson, chairman of the Bank of
Ireland group’s audit committee, said:
‘We would like to thank PwC for their
significant contribution as the group
external auditor since their appointment
as sole auditors to the group in 1990.’

Qualifying was the result of a lot

‘ACCA has allowed
me to establish a
well-rounded
I did it thecareer
hard
way
in and
finance
am where
proud
have
applied
of Ithe
fact
that I
passed
different
my
facets
last
exam
of thewithin
training
four
to
real-life
years situations’
of starting

of hard work. It gives me great
satisfaction to be an ACCA member. I
have a real sense of achievement when
accomplishing goals and objectives.
Over the next decade, there are
definitely career milestones I want to
achieve. The technology sector will
remain critically important, and I hope
it will offer many opportunities as I
work towards my goal of becoming a
finance director.
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Crisis? What crisis?
The furore over PwC’s Oscar winners mix-up put the spotlight on how
simple errors can potentially have serious reputational consequences
Mistakes happen in every business.

consultants, Drury Porter Novelli. He

Clerical error, loss of client data,

says: ‘Managing the issue at stake is

inadequate quality control, accidents,

important, but how you communicate in

customer service failings – all have

a crisis can have a positive or negative

the potential to inflict damage on a

effect on a business for years to come.’

firm, but it’s how you deal with these

There are practical steps every
company can take to minimise the risk
of reputational damage.

situations that can determine the

wrong film initially being named as

ultimate cost and impact.

the winner of the Oscar for the best

“prepare, prepare, prepare”. Set aside

Naughton says: ‘The first thing is

film, was beamed all around the world,

time to scenario plan with your team

an accountancy practice can have an

but the firm ultimately won praise

for the most significant risks you face.

impact beyond the clients directly

for accepting responsibility for the

Decide on basic structures – who is on

affected by it, warns Gerry Naughton,

gaffe quickly and not seeking to divert

the core team and especially who will

a director with communications

the blame elsewhere.

lead on communications issues.

A crisis, even a moderate one, within

26

PwC’s mistake, which resulted in the

Chaos at the Oscars after Warren
Beatty is handed the wrong
envelope for the best film award
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‘A simple exercise such as drafting

a product recall partly because initially

wearing the team shirt and they must

basic press releases or internal emails in

different explanations for the recall were

act accordingly.

response to a number of scenarios can

given in the US, UK and France.

be invaluable when the heat of a crisis

‘Similarly, if they tweet or post where

Greg Canty, managing partner of

they work, or include mentions of your

hits. Get a key spokesperson media

Fuzion Communications, recommends

firm in their bio, or accept people

trained so they are better able to handle

setting up alerts to monitor any

from work such as clients, suppliers

a pressurised situation,’ Naughton says.

mentions of your firm online so that

or prospects as followers or friends

you can be the first to notice when

on social media, then they have a

something goes wrong.

responsibility to the firm. Simply saying

Asked how much information a
business should reveal about a crisis
situation, he says that while every case

“views are my own” doesn’t quite cut it

is different, there are some essentials.

Social media strategy

‘Be clear about what you know, what you

Firms should have a social media

don’t know, and what you can do to fix it.

strategy in place that covers their

Every cloud…

objectives, key messages and guidelines

Whether things go wrong internally in

communicated, always think about

for content, and this needs to be

the firm or publicly, there are usually

how to restore credibility. One conflict

understood at the highest level. The

opportunities to learn from the mistake

which can often arise is between

strategy should set out who to interact

and improve your organisation’s internal

lawyers (who worry about litigation) and

with, how to interact and how to deal

processes and controls.

communications professionals (who are

with negative comments and trolls –

driven by protecting reputation). We’ve

including when to respond and when

happened, why it happened, who was

worked with clients where putting out

not to, Canty advises.

involved, when it happened, where the

‘In deciding how and what gets

negative information actually helped

in these circumstances,’ says Canty.

‘The cardinal sin that I see happening

‘Focus everyone’s attention on what

weaknesses in your controls were and

to restore credibility by demonstrating

over and over is people handing the

how you will ensure it won’t happen

openness and transparency.

keys to an intern who is “good on

again,’ advises Sean McLoughney of

Facebook” and never briefing them.

LearningCurve.

‘Ultimately, timing and truthfulness are
the two key criteria for successful crisis

This is often the source of embarrassing

communications,’ says Naughton.

mistakes,’ says Canty.

If you are managing inexperienced
people then a tight ‘control and tell’

When mistakes happen, the speed at

Your firm could also find itself in

which news travels can result in pressure

trouble over something an employee

McLoughney suggests. However, if

to issue a statement before you have

says on a personal social media account

you are managing an experienced

had time to establish the facts.

so your social media policy should make

team of professionals then a non-

clear what is and what is not permitted.

directive coaching style may be better

‘Where employees declare that they

because it encourages people to take

Panic strikes

management style will work best,

‘People panic when they are contacted

work for your firm on their LinkedIn

by the media,’ says Barry McLoughlin

personal account, they are effectively

responsibility for their own performance.
McLoughney recommends discussing

of The Communications Clinic, whose

your policy for handling mistakes with

first advice for a client facing a public

your team before errors occur so that

relations crisis is always: ‘Don’t just do
something – stand there’.
“It’s essential to establish the facts
and avoid speculation. You’re better to
suffer a brief period of bad PR because
you didn’t issue a statement than to
issue a hastily written statement that
could exacerbate a crisis.’
McLoughlin cites a well-known case
study involving the French mineral
water brand Perrier which was criticised
during the 1990s for its PR handling of

‘The cardinal
sin that I see
happening over and
over is handing the
keys to an intern
who is “good on
Facebook” and not
briefing them’

they understand that it is normal for
mistakes to happen and have a safe
environment in which to report and
learn from any mistakes that do occur.
Whatever the crisis, the faster you find
out about it, the better your chances
are of controlling it. Thinking about
situations in advance and providing
appropriate training can help limit the
damage when things go wrong.

AB

Daisy Downes, journalist
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Hero from zero
Multinationals are spearheading a revival of interest in zero-based budgeting as a
robust method of cost control, but there are lessons for companies of all sizes
Zero-based budgeting (ZBB), a

explains Deirdre McDermott FCCA,

cash to fuel their growth. This is why

technique popular in the 1970s, has

audit director at OSK. ‘However,

we are seeing such a take-up of ZBB-

been making a comeback recently,

the process can be labour and time

type programmes.

with companies such as Unilever and

intensive. So while ZBB can benefit

Diageo using it to generate capital for

certain areas of a business, it may not be

companies most successfully gaining

investment in growth.

appropriate for the whole organisation.’

from programmes such as ZBB are those

‘Our experience has shown us that the

The reason for the return to ZBB is

that approach it as fuel for growth. You

takes the previous year’s income and

its ability to reduce costs and generate

are enabling that growth by getting full

costs as the starting point for each new

cash, according to Karen O’Regan,

cost visibility and clear accountability,

annual budget – ZBB starts at zero,

managing director at Accenture

and by embedding a culture change.

forcing managers to critically assess

Strategy. She says that the savings

These are the companies that come

every activity and look for alternative

companies achieve ‘can be very

away with an increase in margins,

ways to achieve the desired result.

substantial as of the first year and

revenue and share.’

Unlike traditional budgeting – which

durable over time. To be competitive in

In an investor presentation in April

you to identify and remove wasteful

a digital world, companies must operate

2016, Unilever CFO Graeme Pitkethly

expenditure and obsolete operations,’

at a significantly lower cost, freeing up

said the company was targeting savings

CPD

‘The benefits are that it allows

of €1bn in marketing and overheads
by 2018 using ZBB. One year on, in
April 2017, Pitkethly predicted that
the ZBB savings would exceed initial
expectations and reach €2bn by 2019.
Citing examples of how this is being
achieved, Pitkethly said that better
visibility of where money is spent will
allow Unilever to reduce the number of
its creative agency relationships (3,000)
by half and its reliance on external
consultants by 40%.
Other changes include new policies
for international assignments and
changes in logistics. ‘Applying ZBB
principles to our logistics costs helps us
extend our savings programme. We’ve
identified savings of 15% in warehousing
costs, 10% in transport costs and 10% in
the cost of repacking our products for
promotion,’ Pitkethly said.
Diageo, whose brands include
Guinness, Smirnoff and Johnnie
Walker, has also adopted ZBB and is
implementing changes that are linked to
personal leadership and accountability.

28
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‘We have specific KPIs to track our
progress, which are built into our

Clean sheet

performance management systems. And

*

we expect our people to be externally

In zero-based budgeting (ZBB), all expenses are justified for each and every new
period. Each and every activity and ongoing expense within an organisation is

focused so they are on top of how best

analysed for its relevance and overall value, sometimes as frequently as every

practices are changing in their function

new quarter. Teresa Morahan, audit head at BDO Ireland, says: ‘The big difference

or market, and to be looking constantly

between this approach and the traditional budgeting methodologies is that

for opportunities to raise our game
and be out in front of peers and the
competition,’ the drinks company’s CFO

historical budgets/results do not play a significant part in the budgeting process.’

*

Kathryn Mikells said recently.

more than 30% in Diageo’s travel and

business, such as the impact of an increased workforce on future budgeting.

*

Former US president Jimmy Carter was the first state governor (in Georgia) and

*

Today, multinationals have revived interest in the concept, particularly in relation

entertainment costs by fiscal year 2019.
Diageo used ZBB to scrutinise the
number of trips and cost per trip, and

models are generally based on a percentage increase or decrease in historical
costs and budgets, which allows for only limited analysis of change in the

According to Mikells, the adoption
of ZBB will result in a reduction of

ZBB means more focus on analysis of the finer details. More traditional budgeting

the first US president to implement ZBB, which he insisted should be used as the
platform for the 1976 federal budget approach.
to marketing and expenses spending. Private equity and venture capital funds

found that savings could be achieved by

are also big supporters of ZBB, believing that its use will encourage management

replacing ‘in-person’ internal meetings

teams to think harder about how they invest shareholder funds, which will in turn

with videoconferencing, FaceTime

help drive shareholder returns.

and WhatsApp.
Spending on external consultants is
data, has improved allocation of

trends in the Fortune 1000 published in

use ZBB to generate savings. According

the organisation’s advertising and

April 2016 found that only 16% of the

to Pitkethly, Unilever is targeting a 40%

promotional spend. The company is

companies surveyed had used ZBB in

reduction in its reliance on external

now accelerating its roll-out of the tool.

the previous 24 months, and only 7%

consultants by making better use of

Mikells says: ‘The strategic module

planned to use it in the next 24 months.

in-house capabilities and improved

has been implemented across

procurement processes. Mikells said

most markets, covering 80% of our

ZBB failed to meet their cost reduction

Diageo plans to deliver savings of

advertising and promotion spend, and

targets, a number almost 10% higher

33% through zero-based budgeting

it is playing an important role in our

than the 57% failure rate for companies

and new policies including mandatory

annual planning process, providing

that did not use ZBB,’ the report pointed

competitive tenders.

insight to inform decisions around the

out – although it is worth highlighting

allocation of advertising and promotion

that companies using ZBB tend to have

Plus and minus

towards higher-performing and more

more aggressive targets. The main

Successful implementation of ZBB relies

strategic campaigns.’

barrier encountered by companies using

on good management information,

‘Also, 65% of the companies that used

ZBB was a weak business case.

However, ZBB also has potential

including customer and external data,

disadvantages. The main one is the

The experiences of Unilever and

which allows managers to obtain better

amount of labour and time required

Diageo, however, suggest that where

visibility of anticipated future costs.

to stay abreast of the significant level

zero-based budgeting is aligned to a

of detail involved, which has to be

company’s overall strategy, its adoption

overseen by someone.

can be an effective tactic.

Unilever’s Digital 2 programme,
which delivers customer-centric data
from multichannel media ‘with a

the skills to create accurate zero-based

components that enables faster financial

budgets. Others, as Deloitte pointed out

returns. The other two are net revenue

in a 2015 report, may risk reputational

Diageo’s ‘catalyst’ tool, which it
uses to analyse internal and external

AB

Some organisations may not have

mobile-first approach’, is one of three

management and ZBB.

damage if customer service deteriorates
because of ZBB-driven cuts.
A Deloitte survey of cost improvement

Daisy Downes journalist
CPD questions
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Who’s next?
Family firms are a vital part of Ireland’s economy, but passing on the business to the
next generation needs a sound financial approach, as Ted Dwyer explains

My initial experience of a lack of
succession planning was in relation to

Passing the baton

our old family business Dwyer & Co,

PwC’s 2016 Irish Family Business Survey identified succession planning as the key to

which at one time employed over 2,000

longevity and the most obvious potential point of failure for a family business. The

people in Cork. When it closed in the

survey revealed that almost two thirds of Irish family businesses have no plans to pass

1980s, having traded for 160 years, the

on their management to the next generation.

main reason was cousins fighting for
control and ownership.
Sometimes succession is unplanned,

Deloitte’s NextGen Survey 2017 of family owned companies across the EMEA
region found that Irish businesses were more concerned than most about future
disruption (cited by 56%) and losing market share to new entrants (35%). However,

due to the unexpected death or

while the majority of respondents in Europe discussed disruption with family members

serious illness of the founder, but the

at least once a month, 41% of Irish respondents said they only talk about disruption

ideal is to create a smooth process. My

every six to 12 months.

brother George started his company
Eurostyle in 1972. His son Alan worked
alongside him for about 15 years

It is never going to be easy for the

While it might seem a good idea to

before taking over when he retired. In

offspring of the boss to come to work

have more than one child enter the

such cases it is vital to have financial

in the family business. Initially, they may

business, it is important to consider

independence, outside of the family

feel that all the experienced people

what is best for the long-term viability of

business, via pension planning, as very

who work there will be thinking the

the business, as there can be difficulties

few small family businesses can support

only reason they have a job is because

when cousins, uncles and aunts have

two generations.

Daddy or Mummy own the company.

disagreements about how the business

It is really important that this initial

should operate. For a happy family, it

stage is handled with care and

is probably best to keep the business

sensitivity, and bringing in an external

ownership as simple as possible.

consultant or independent advisor to

Finally, there are always challenges

oversee the transition stage is often a

for core non-family members. This is an

good option.

ongoing issue that every family business
will face. While key directors may be
offered shareholdings reflecting their
role as stakeholders, the most important
element here is communication.

AB

Ted Dwyer is a consultant to
family businesses
tedfamilybusiness.com

July/August 2017 Accounting and Business

IE_YPrac_Succession.indd 31

31
13/06/2017 17:38

Without fear or favour
A command relationship between senior and junior accountants can create a climate
where scepticism is not encouraged and nothing is challenged, says Jane Fuller
Material goods

Better late than never. The report of

Watch Jane Fuller talking about
the IASB’s practice statement on
materiality at bit.ly/ACCA-Fuller1

the disciplinary tribunal reviewing
PwC’s 2009 audit of the UK social
housing maintenance contractor,
Connaught, which went into
administration in 2010, was published

recognition is designed to tackle). The

at the end of May. A record £5m

management made some adjustments

fine was imposed on the firm.

to accounting practices that flattered

The Financial Reporting Council’s

the 2009 results. One of the tribunal’s

regulatory powers have been reformed in

expert witnesses, Nick Gomer, said:

recent years, so this type of case should

‘As a sceptical auditor, you are always

never again take so long to resolve.

mindful of the motivation of anything

The lessons are perennial, however.

that is highly judgmental and the

According to the tribunal, the

timing of when it is raised.’

respondents exhibited an ‘almost

ACCA’s recent report, Banishing

complete failure to stand back, to

Bias? Audit, objectivity and the

heed the warning signs… and to

value of professional scepticism

exercise any appropriate degree of

(see AB, February 2017, page 42),

scepticism’. That issue of professional

emphasises the need for auditors to

scepticism again: why is it that

be aware of ‘cognitive biases’, such

accountants seem to find it more

as groupthink. This is helpful, but the

difficult to apply than journalists?

fundamental issue is the motivation

Sceptics are inclined to question,

of company executives, particularly if

or doubt, the soundness of accepted

they are under pressure. The IAASB’s

ideas and facts. Both journalists and

exposure draft proposing revisions to

accountants, as intelligent professionals,

ISA 540 spells out the need to consider

should have the first requirement:

the potential for management bias.

a questioning mindset. The former,

Much has been done to fortify

however, are more inclined to be

the independence of auditors from

suspicious, especially of people in

corporate clients and to focus their

positions of power. For the accountant,

attention, as with a journalist, on

that may well describe their client.
A journalist’s motto – to act
‘without fear or favour’ – often requires a
touch of irreverence. This includes asking
questions even when one’s technical
knowledge is inferior. So a command
relationship between senior and junior
people risks inhibiting challenge.
Connaught’s case illustrates classic
problems with accounting for long-term
contracts (which IFRS 15 on revenue

32

the user of the information. But

Why is it that
accountants seem
to find it more
difficult to apply
professional
scepticism than
journalists?

independence is not enough. There
has to be an inclination to question or
doubt – and the more important the
judgments are to a company’s perceived
performance, the more active that
inclination needs to be.

AB

Jane Fuller is a fellow of CFA UK
and serves on the Audit and Assurance
Council of the Financial Reporting Council

Accounting and Business July/August 2017

IE_UK_COM_Fuller.indd 32

12/06/2017 15:00

Beyond borders
Whatever the implications of Brexit, ACCA will continue to champion the merits of a
qualification without borders, says ACCA president Brian McEnery
It’s been a tumultuous year in politics
all over the world, but there is
one particular topic that I find I’m
discussing with ACCA members
universally: Brexit.
Further uncertainty has arisen here as
a result of the inconclusive UK general
election, which emerged as AB was
going to press. This follows a prolonged
period of posturing by both the UK
government and European Commission.
But what is clear is that Article 50 has
been triggered, and the UK has officially
begun its separation from the EU. The
expected global impacts of Brexit have
been much discussed. Of course the
most immediate impact will be felt by
the UK and EU, but the monumental
geopolitical shift will affect ACCA
members all over the world.
I hosted a discussion on Brexit at the
2017 President’s Forum in Dublin in June.
I was joined by several Irish policymakers
and influencers to discuss the risks and
opportunities that Brexit may incur for a
small economy like Ireland.
It was interesting for me to wear two
hats at this event: I am, of course, an

AB launches in Africa

Irishman, but I am also the president of

students. Whatever the implications of

a global body. And as I delivered my

Brexit, we will continue to champion the

remarks, I realised just how important

merits of a qualification without borders.

global bodies like ACCA are in helping
us all to navigate this process.

And that is why I think the Brexit
discussion is not only engaging but

On the topic of internationalism, I’m

Removing my Irish hat for a moment,

important. This topic is not only logistical

excited to announce that this column

and speaking as the president of ACCA,

but emotional. At the forum, we started

is also appearing in our very first

I hope that those who saw Brexit as the

by talking about free trade, immigration

issue of AB Africa, which launches

first step in a momentum-gathering

and tax sovereignty in the context of the

this month. Africa is an important

wave of overt patriotism and economic

Brexit negotiations; perhaps we’ll end

part of the world for ACCA, and

nationalism were wrong.

with an idea of what being truly ‘global’

I’m thrilled that we can bring more

ACCA was founded on five principles,

means in today’s world.

AB

local stories to and from our African

opportunity and diversity among them.

members. To all of you in the region,

We work to provide opportunity free

Brian McEnery is a partner specialising

we hope you enjoy.

from artificial barriers and to embrace

in corporate restructuring and

the diversity of our members and

healthcare consulting at BDO Ireland
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Bitter pill to swallow
Ian Guider says government is still paying too little attention, too late, to the impact of
legislative changes on a company’s administrative costs
I don’t normally spend my day reading

puts the cost of the changes at US$40m.

pieces of parliamentary legislation –

It is a logistical nightmare.
The department is proposing a period

particularly if it involves the minutiae
of company law, but I have been

of exemption from the changes to get

paying a bit more attention to the 2014

the necessary regulatory approvals. But

Companies Act. This was a huge piece

what emerges from the correspondence

of legislation that removed some of the

is that while the DJEI is willing to

most antiquated pieces of company

engage with drug companies on the

law and introduced changes designed

issue, it offers little substantial reasoning

for a modern economy and to take

for refusing to consider amendments to

account of how business is conducted.

the legislation. In one email, an official

One change it made was that

advises the department to ‘sit tight’ and

companies must use their full corporate

ride out the lobbying.

name – Plc, Ltd, Designated Activity

This is just one example of how

Company (DAC) or unlimited company

legislation can clash with the real

– in official documentation so that all

world. We’re told that government

stakeholders knew who they were doing

does impact analysis of regulatory

business with.

changes. Indeed, it put the cost of

For some companies it was easy,

implementing the new rules at €2,000

requiring just a new sign, and making

for most companies. Is there a reason

cosmetic changes to letterheads and

why unlimited companies don’t want to

advertising copy. But for many unlimited

do this? From the people I’ve spoken

companies these changes will be costly

to it will not force them to change their

and have much wider ramifications

status to limited or DAC.

beyond these shores.

One of the underlying principles

Under a Freedom of Information

of company law reform is, to use the

request I have received extensive

horrible cliche, to cut the regulatory

correspondence between major

burden on businesses. If there is an

pharmaceutical businesses and the

ulterior reason not to consider changes,

Department of Jobs, Enterprise

neither the documents I’ve seen nor the

and Innovation (DJEI). In it several

people I’ve spoken to have articulated

companies state that the compulsory
addition of ‘unlimited company’ to their
official name will require them to seek
regulatory re-approval simply to change
the company name on the information
leaflet in every packet of medicine made
in Ireland and exported.
Pfizer estimates that it will require
applications to 140 boards of health
around the world at a minimum cost

it. Bad legislation can be undone.

Pfizer estimates
that having to
change its company
name will require
applications to 140
boards of health at
a cost of US$25m

of about US$25m. Johnson & Johnson

34

What is more worrying for business and
the economy is a mindset that won’t
consider change at all.

AB

Ian Guider is markets editor of
The Sunday Business Post
More information
ACCA’s advice on the Companies Act
2014 is at bit.ly/CA-2014-advice
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Beyond finance
Institutional investors round the world are showing a growing interest in environmental,
social and corporate issues when making decisions, according to an EY survey
ESG is in demand

Pivotal role

EY’s survey on environmental, social and corporate

In the past 12 months, how frequently has a company’s

governance (ESG) disclosures reveals an increased

nonfinancial performance played a pivotal role in your

interest from institutional investors globally in

investment decision-making?

nonfinancial information.

11%

6%

50%

2%

2013

Generating sustainable returns requires sharp
focus on ESG
38%

51%

10%

1%

Environmental and social issues offer risks and
opportunities but companies don’t see them as core to
the business
30%

16%

52%

2%

53%

Agree strongly

Agree

Disagree

5%

3%

Disagree strongly

2015

31%

22%

35%
Frequently

CEOs should have a long-term strategy for value creation
and affirm the board has reviewed it
39%

27%

27%

ESG issues have quantifiable impacts
42%

5%

24%

23% 26%

2016

41%

28%

Occasionally

Seldom

Never

Regional variation
Regional differences in ESG evaluations have narrowed.
Below are the number of investors conducting an
evaluation of environmental and social impact disclosures:
42%

2015

2016

33%
25%

38%
22%

23%

Difficult to compare
Which of the following statements best reflects your views
on why you do not consider nonfinancial issues in your
decision-making?
Nonfinancial measurements
are seldom available for
comparison with those of
other companies

Nonfinancial information
is often inconsistent,
unavailable or not verified

EMEIA*
42%

16%

Asia-Pacific

* Europe, Middle East, India and Africa

42%
Nonfinancial disclosures
are seldom material or
have financial impact

Americas

More information
The survey covers 320 professional investors globally. Find
Is your nonfinancial performance revealing the true value of
your business to investors? at bit.ly/esgvalue
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A two-horse race
Deloitte and PwC are frontrunners in the accountancy network global rankings,
according to the latest figures for 2016 from International Accounting Bulletin
Table 1: Networks’ fees
Rank Name
		
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
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Deloitte
PwC
EY
KPMG
BDO
RSM
Grant Thornton
Crowe Horwath International
Baker Tilly International
Nexia International
Moore Stephens International
Kreston International
HLB International
Mazars
PKF International
UHY International
SFAI
MGI Worldwide
Russell Bedford International
Pan-China International

D

eloitte and PwC continue to jockey for top spot in

Fee income
(US$m)

Growth
(%)

36,800.0
35,896.0
29,626.0
25,420.0
7,601.4
4,865.7
4,789.2
3,708.3
3,235.2
3,207.5
2,742.6
2,105.2
2,077.5
1,514.7
1,042.0
515.4
487.5
437.8
412.0
364.6

5
2
3
4
4
5
3
6
6
4
3
3
7
6
3
0
142
-20
5
14

the accountancy network global rankings. In the
latest figures for 2016, Deloitte won out with 5%

growth, pushing its fee income to US$36.8bn – last year’s
income was US$35bn. PwC faltered, recording growth of
2%, which meant it slipped to second place. The top two
remained comfortably ahead of EY and KPMG (table 1).

Networks’ fees
The fee gap between the Big Four and the rest remains
significant. Altogether, according to the 2016 International

Accounting Bulletin survey, fee income for the top 30 firms
amounted to US$168.5bn, of which the Big Four accounted
for US$127.7bn, or 75%. For the mid-tier firms to catch the
smallest Big Four firm KPMG, BDO would have to merge
with the next five firms below them. For those firms outside
the top four, Grant Thornton and Moore Stephens will be the
least excited by the year, as they both only grew by 3% while
their best performing rivals – Baker Tilly and Crowe Horwath –
managed to double that rate of growth (table 1).
In the top 20, SFAI grew by 142%, reaching US$487.5m,
and the growth looks set to continue in 2017 with seemingly
monthly announcements of firms being admitted to the
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network. For instance, in April firms based in Chile, Cost Rica

Table 2: Audit and accounting breakdown

and Georgia joined SFAI. In contrast, MGI Worldwide (ranked

Rank

Networks

18) and IECnet (ranked 27) recorded steep declines in fee
income of 20% and 35% to earn revenues of US$437.8m and
US$77.8m respectively.
The Big Four’s revenue sources differ significantly: PwC, EY
and KPMG are all anchored in audit and assurance (43%, 38%
and 40% of revenue respectively – table 2) while for Deloitte
the engine on which it relies is advisory, at 46% of revenues
(table 3). That difference is shown clearly in the turnover

PwC

15,280.0

1

2

EY

11,301.0

0

3

KPMG

10,120.0

1

4

Deloitte

9,400.0

-5

Table 3: Advisory breakdown

smallest of the Big Four, with audit revenue of US$9.4bn, while

Rank

Networks

PwC is 62% larger at US$15.3bn (table 2).
While focus remains on the firms, the associations – networks
biggest – Praxity, LEA Global, GGI and PrimeGlobal – have a
combined fee income of US$12.443bn (table 4).

Associations ranking
The top 30 firms and the largest 22 associations claim a fee

20,500.0

10

2

PwC

11,531.0

3

3

KPMG

9,740.0

7

4

EY

7,846.0

8

the 54th biggest country economy in the world at US$198bn.

Rank

Income

Fee income
(US$m)

1

Praxity

4,748.3

5

2

LEA Global/
Leading Edge
Alliance

3,076.6

2

3

GGI

2,490.0

8

4

PrimeGlobal

2,128.1

19

And the significant economic contribution of the
where firms’ significance as employers seems to continue
including partners, so if its growth continues, it will have
passed the quarter million mark by now (table 5). In total the
firms and associations employ just over 1.5 million people. Of
those, professional staff (including partners) make up just over

Growth %

Deloitte

Table 4: Associations ranking

unabated. Last year Deloitte – the largest – employed 244,400

Fee income
(US$m)

1

income of US$191.8bn. To offer some context: New Zealand is

accountancy sector is underlined by the employment figures,

Growth %

1

figures for audit where Deloitte actually emerges as the

of independent firms – continue to perform well. The four

Fee income
(US$m)

Growth (%)

a million, about 75% of the payroll. Employment rates from
2015 to 2016 fluctuated significantly between firms but most

But treat the figures with some care, as they will mask

firms grew the workforc by 5%-9%.

enormously variety between regions.

The tried and trusted fee-per-partner figure for firms was

The split of firms’ revenue between Europe and the US is
fascinating: KPMG’s split is

Table 5: Staff data
Rank

Name

pretty even, at US$10.3bn
Total staff 2016

Of which partners

Growth (%)

for Europe and US$10.4bn

1

Deloitte

244,400

Not declared

8

in the US; PwC’s are also

2

EY

230,800

11,509

9

and US$14.9bn in the US.

3

PwC

223,468

10,830

7

EY’s European business is

4

KPMG

188,982

9,843

9

similar at US$13bn for Europe

notably smaller at US$10.7bn
compared with US$13bn top
line in the US. But Deloitte

US$2.4m in 2016 for the Big Four: EY US$2.6m, PwC US$3.31m,

weighs in with the biggest disparity: US$11.2bn in Europe

KPMG US$2.58m. Deloitte didn’t disclose partner numbers

compared with a hefty US$19.2bn Stateside.

for 2016 but the comparable figure for 2015 was US$3.3m.

In total the Big Four US/Europe gap is US$12bn (table

In contrast the figure for Praxity, the largest association,

6). The mid-tier produced a similar tale, with the US side

is US$1.37m.

outpacing their European cousins by a clear amount. For
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Table 6: Europe vs US
Europe
Rank

Name

US

Revenue

Growth (%)

Rank

Name

Revenue

Growth (%)

1

PwC

13,017.0

-3

1

Deloitte

19,150.0

7

2

Deloitte

11,187.8

5

2

PwC

14,916.0

6

3

EY

10,694.8

1

3

EY

13,074.0

8

4

KPMG

10,314.6

1

4

KPMG

10,436.3

16

instance, Grant Thornton does US$1.6bn in Europe and nearly

The demise of smaller firms has long been predicted, but they

US$2.1bn in the US.

keep defying the doom-mongers. The biggest threat to any

The overall, regional figures offer an insight into where firms

firm may not be the market or clients but a future disrupted

earn. North America still dominates the accounting market,

by technology. Artificial intelligence is the next technological

making up 44.7% of all activity. Europe trailed by US$16.7bn,

advance promising to transform the profession: low-value box-

and yet that region is still more than double the size of Asia

ticking will be taken over by machines.

Pacific, with Latin America, Africa and the Middle East in total
producing less than 6% of the world’s accountancy fees.

To secure the future, tomorrow’s firms will have to master
the technology and the advisory/consultancy role. That means

Even allowing for the US dollar’s strength, the regions are

continuing to fight to recruit top talent; an ongoing willingness

not equal in terms of earning fees: Latin America, Africa and

to invest in expensive technology; and strong nerves and clear

the Middle East may show strong growth over the next few

heads to rethink the business model.

AB

years, but they are doing so from an unquestionably low base.
The figures show an industry that looks in reasonable shape.

38

Peter Williams, journalist
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Tax skills transfer
The Tax Inspectors Without Borders initiative sends tax experts to developing
countries to help them boost their audit capacity and their tax take

D

emand is growing for a programme that helps

The approach is working, Karanja says. ‘The growing

developing countries build up their tax audit

demand for this sort of assistance has clearly demonstrated

capacity. A joint initiative of the Organisation for

that [it] is addressing a gap in the realm of skills development

Economic Co-operation and Development (OECD) and the
United Nations Development Programme (UNDP) set up in

for tax administrations in developing countries.
‘Besides increasing the knowledge and confidence of local

July 2015, Tax Inspectors Without Borders (TIWB) sees tax

tax auditors in conducting transfer pricing audits, the expert

experts work side by side with local officials in developing

guidance provided has in some audits already resulted in

and emerging markets. Through mentoring and advising,

increased revenue collected. Broader benefits, such as greater

visiting experts not only help tax administrations tackle

certainty for taxpayers and encouragement of a culture

complex tax cases (such as those involving multinational

of compliance through more effective enforcement, are

corporations), but also build

anticipated and will be determined

capacity, especially in tax audits.

as the programmes progress.’
There are no minimum or

James Karanja, head of TIWB’s
Paris-based secretariat, says:

maximum periods for a TIWB audit

‘TIWB is a niche initiative offering

assistance programme. They are,
however, primarily short-term, with

complementary assistance to
ongoing tax capacity-building
programmes by means of a very
practical, hands-on approach to
development of skills in the area of
tax audits.’ The idea is that ‘recruits
learn best and build confidence by
working on real situations under
the watchful eye of their more
experienced counterparts’.

‘What they are doing
now is transferring
skills. They are
not just doing the
audits for us. We
all make inputs’

the expert providing intermittent
on-site assistance. Each visit lasts at
least a week, and the expert revisits
at intervals, providing, for example,
eight to 12 weeks’ audit assistance
over a six to 12-month period.
Experts may be currently serving in a
national tax administration or recently
retired. Karanja says TIWB currently
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has ‘an even mix of serving and retired officials’ and ‘a growing

Administration Forum are providing auxiliary support for some

list of partner administrations willing to release their experts’.

of these programmes.

The budget for a programme varies widely and depends on

One such programme is in Liberia, where the economy is still

whether the expert is still working or retired, the cost of living

recovering from a long-running civil war in the 1990s and early

in and travelling to the host country, the length of stay and

2000s and from the Ebola virus outbreak. Darlingston Talery,

whether it is full-time or periodic. While the host administration

domestic tax commissioner at the Liberia Revenue Authority

picks up the bill, TIWB funding is available, and partner

(LRA), says: ‘One or two years ago, our audit programme was…

administrations often cover deployment costs for their experts.

randomly done, our audit cases were randomly selected. We

‘A limited number of countries are willing to commit their own

were not auditing the multinationals because we did not have

funds towards paying for expert deployment costs,’ Karanja

the expertise to audit them.’ There was, however, a belief

acknowledges, but various donors and partners help cover costs

among LRA officials that some multinationals operating in

where budget constraints would leave the tax administration in

Liberia were evading tax. Talery says TIWB officials helped

the host country unable to meet the bill.

Liberian tax officials to identify the issues requiring more

The improvements in tax audit knowledge and skills that

detailed attention and advised on how to handle them. A

result from the TIWB initiative have increased tax revenues;

retired UK tax official, Colin Clavey, has been advising on the

on average, the tax take of low-income countries is only 15%

financial information to target, and how best to source that

of GDP. An April 2016 progress report on TIWB directly linked

data, assess potential tax liabilities and plan a technical strategy;

more than US$185m raised in additional revenue for developing

Clavey also sits in on audit meetings.

countries to the pilot phase of the project. Senegal alone

B Al-Dennis, natural resource unit supervisor at the LRA, says

reported an additional US$12.3m in tax income stemming from

there is a clear long-term benefit: ‘What they are doing now is

its TIWB programme. No surprise then that Karanja notes that

transferring skills. They are not just doing the audits for us. We

the development community sees TIWB as ‘a viable means

all make inputs.’ And Liberia’s president Ellen Johnson Sirleaf

of providing technical assistance, as it directly empowers

has said that TIWB will help the LRA ‘become more efficient in

developing countries with the ability to generate resources

managing our tax system’ and ensure more ‘revenue to support

domestically to finance their own development’.

our development’.

The results of TIWB audit assistance to date are impressive,
with more than US$278m extra revenue in total collected

Many TIWB programmes use tax experts from developed
countries, but Karanja says: ‘We would like to encourage more

around the world up to April 2017. The current programme
cycle, covering an expected 100 deployments, runs until the
end of 2020, when the TIWB mandate will come up for review.
TIWB currently has programmes running in 13 African
countries (see box on opposite page). ‘Demand for TIWB
assistance is extremely high amongst governments around
the world, but especially in Africa, given ongoing resource
mobilisation challenges combined with high investment
needs,’ Karanja says. The World Bank and the African Tax

40
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women and experts from countries in the southern hemisphere
to participate as a way of promoting diversity and south-

TIWB in practice

south co-operation [where one developing country helps out

*

another].’ Only two of the 21 ongoing TIWB programmes
involve southern experts, and the secretariat is making every
effort to promote more such cooperation.
One south-south TIWB initiative involves the Kenya Revenue

began in January. Karanja says: ‘Although the initiative is in its

*

Programmes are flexible and tailored, and can include

*

There are 21 ongoing programmes – in Botswana (two),

Senegal, Sri Lanka, Uganda, Vietnam, Zambia and Zimbabwe.

*

TIWB has been helping officials at Sri Lanka’s Inland Revenue
Department (IRD) to build effective international tax auditing
skills, particularly in transfer pricing, and to develop tax base

Cambodia, Costa Rica, Egypt, Ethiopia, Georgia, Ghana,
Jamaica (two), Kenya, Lesotho, Liberia, Malawi, Nigeria,

its great commitment to send out its officials to assist other
The other south-south initiative is an Asia project, where

pre-audit risk assessments and case selection, investigatory
techniques, transfer pricing issues and anti-avoidance rules.

early stages, we are very pleased that Kenya already has showed
countries on the African continent.’

request form and a detailed questionnaire to match their
needs to available TIWB experts.

Authority (KRA), which has sent an official to assist the Botswana
Unified Revenue Service (BURS) as part of a programme that

Tax authorities in host countries submit a TIWB assistance

Seven programmes will start in 2017 – in Republic of the
Congo, Rwanda, Sri Lanka, Uganda, Vietnam, Zambia and
Zimbabwe.

*

Three programmes have been completed – in Albania,
Colombia and Senegal.

erosion and profit-shifting (BEPS) auditing skills. Karanja says
past technical capacity shortages have hampered IRD efforts
to address BEPS and transfer pricing issues: ‘In 2014, the IRD

Meanwhile, in an Americas programme, TIWB tax consultants

asked the OECD to provide a long-term training programme

are training core staff from the technical, operations, legal and

on transfer pricing and international tax issues.’ An OECD tax

strategic departments at Tax Administration Jamaica (TAJ),

expert – a former Colombian official – is organising workshops

as well as the tax policy and revenue appeals division of the

and has provided TIWB-style assistance on anonymised audit

ministry of finance. To date, about five training workshops

cases. This has helped IRD officials to counter crossborder tax

with advance pricing agreement experts from Britain and

avoidance and collect appropriate taxes from multinational

Germany have been held. A TAJ note says the two-year

enterprises, he says.

upskilling programme will help local tax administrators
responsible for the implementation and administration of
transfer pricing provisions.

AB

Bertha Rinjeu in Nairobi, Munza Mushtaq in Colombo, Colin
Steer in Kingston, Jamaica, and Sara Lewis in Brussels, journalists
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Winning traits
A new study from Deloitte identifies the dominant personality types in the boardroom
and shows how business teams can achieve more by embracing diversity

D

o C-suite executives differ from the general business

and experimental Driver, who values challenges, logic and

population in their approaches to problem-solving?

systems; the pragmatic and more reserved Guardian, who

To some extent, yes, according to the results of a

values stability and concrete details; the diplomatic and
non-confrontational Integrator, who values connection and

recent survey by the Deloitte Greenhouse Experience team.

draws teams together; and the risk-taker Pioneer, who values

While they are similar in many ways to other professionals

possibilities and generates new ideas.

in terms of imagination, practicality, expression and openness

Each pattern of behaviour shares traits with its ‘neighbours’

to experimentation, C-suite executives are ‘significantly more
likely to be big-picture thinkers, who are competitive and

(Driver with Pioneer and Guardian, Pioneer with Driver and

willing to tolerate conflict’. They are also ‘more likely to make

Integrator, Guardian with Driver and Integrator, and Integrator

decisions more quickly without worrying about the popularity

with Guardian and Pioneer).
Initially designed to help individuals with their one-on-one

of those decisions’, and can make quantitative assessments
faster than others while being more comfortable with

interactions, the framework has since evolved to give users a

ambiguity, the study found.

better understanding of team dynamics and the way different

Business Chemistry in the C-suite is the latest Deloitte report

people look at career development or manage stress, as well

using the Business Chemistry framework it first developed

as the influence of characteristics such as gender or age.

in 2010 to bring a data-driven approach to understanding

‘We’re deriving more and more insights from the data we’ve

business personalities. The Greenhouse Experience team

gathered,’ says Karen Brown, Deloitte Greenhouse and client

drew on scientific research (including neuroanthropology

experience lead in Southeast Asia.
The most recent Business Chemistry study surveyed 661

and genetics studies) as well as computational techniques
to create a Business Chemistry framework that uses science

C-suite executives, including 131 CFOs. It found that two

and data to help people work more effectively together.

types dominated: Pioneers (36%) and Drivers (29%), unlike

The framework defines four types of behaviour: the focused

the general business population, which is broadly distributed
among the four types.
However, the study showed

Executive profiles

the results could vary across

The Deloitte Greenhouse Experience team defined four types of business behaviour. Among

C-suite roles. CFOs, for

top executives, Pioneers and Drivers dominated but results varied across management roles

example, were more likely
to be Drivers (37%) and
Guardians (26%).

Business Chemistry among C-suite executives (CxOs)
Per cent of group represented by
each Business Chemistry type

100%
80%

25%

36%

36%

21%
16%

60%
40%

25%
17%
25%

18%

51%

26%

29%

18%

37%

42

CIO
(N=212)

Differences were also
noted depending on the
size of the organisation.
In the largest (more than
100,000 employees), C-suite

26%
17%
37%
CFO
(N=131)

32%
14%

22%

18%

CEO
(N=94)

CHRO
(N=57)

0%
Bus. pop All CxOs
(N=2958) (N=661)

52%

8%

10%

20%

37%

Pioneer
Integrator
Guardian
Driver

executives who were Drivers
15%
9%
24%

(38%) outnumbered the
Pioneers (29%), while in
organisations with more than
US$10bn in revenues, Drivers
and Pioneers each made up

CMO
(N=33)

34% of the C-suite.
Brown noted some slight
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gender differences. While both women and men
in the C-suite are more likely to be Pioneers, a
higher proportion of female executives were
Integrators (27%), while a higher proportion of
male executives were Drivers (33%).

Healthy conflict
Recognising and embracing different business
behaviours in the boardroom can help teams
perform better, Brown says. ‘Different
perspectives may bring in some healthy
conflict.’ She explains: ‘If you have a team
full of Pioneers, you may get a lot of great
ideas, but nothing may ever get done,
so you need the Driver that will have a
relentless execution, and some Guardians to
make sure protocols are being met and things are
being implemented correctly.’
The challenge for managers is to embrace
those differences, understanding the different
strengths and getting them to work in sync.
‘While it’s important to know yourself and understand
what type you are, it’s also important to recognise the
personality of others so you can engage with them better
in order to achieve a particular outcome, strategy or objective.
Otherwise there will always be friction and tensions,’ says

around conflict, as Christfort explains: ‘Drivers tend to be very

Brown. ‘This is really where Business Chemistry adds value.’

direct and tell it like it is – they don’t mind confrontation and

Kim Christfort, national managing director of the Deloitte

like debate. Integrators are very diplomatic and relationship

Greenhouse Experience in the US, says that while most

oriented. Drivers might feel that Integrators are weak or non-

executive teams have some diversity in their styles of working,

committal. Integrators might feel that Drivers are rude and

‘they either don’t tap into it or [they may] even let it get in the

oversimplifying issues.’

way of progress by seeing differences as inconveniences’.
She adds: ‘Typically the greatest conflicts arise between

Leaders naturally tend to surround themselves with people
that are like them, whom they may find easier to understand

“opposites” – styles that are at different ends of the spectrum

and potentially work with. Despite this, ‘many leaders are

from one another (Pioneer–Guardian and Driver–Integrator).

starting to recognise the value of partnering with others who

And yet these styles in fact complement one another, so if

bring skills beyond their own, and consciously build that lens

these differences can be acknowledged and pulled together,

into their hiring decisions’, Christfort notes.

they’re actually quite powerful in combination.’

She advises: ‘The most important thing is to recognise that

One of the biggest misunderstandings between Pioneers

other people are most likely not just like you, and to start

and Guardians, for example, derives from the more outward-

listening and watching for the clues that will tell you what

oriented (extroverted) nature of Pioneers. ‘One of the ways this

“working-style language” they’re speaking. And once you do,

creates challenges is on calls or virtual meetings,’ Christfort

you can then figure out the best ways to give each of these

says. ‘Pioneers are quick to speak, processing their thoughts

styles a voice so that you can reap the benefits of diversity.’

AB

as they talk. Guardians, on the other hand, are comfortable
with silence and like to think before they speak. This can lead
to misperceptions. Pioneers might mistakenly assume that the
Guardians are tuned out or have nothing to say; Guardians
might believe the Pioneers are steamrolling the group.’
Meanwhile, one of the big Driver–Integrator challenges is

Sonia Kolesnikov-Jessop, journalist
More information
The Deloitte report can be found at bit.ly/C-SuiteChemistry
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Present like a pro
If you lack confidence in yourself when making presentations, our talent doctor
Rob Yeung offers three techniques that you can apply to make a better impression
I often coach managers, entrepreneurs
and other individuals who want to
be more compelling when giving

Put on a good show
Watch Dr Rob Yeung’s video on how
to present at bit.ly/Y-presentation

presentations – whether that’s to
colleagues, clients or other audiences.

asked two groups of students to give

Whether you need to sell a product

impromptu three-minute presentations,

or promote an idea, being able to

which were video recorded. One group

present well is unfortunately one

of students was taught about the illusion

of several key business skills that is

of transparency; the other was not.

CPD

rarely taught adequately at school or

observers, who were not given further

a presentation is the issue. I am going

information about any of the presenters.

to focus here on people who lack

However, the observers generally

confidence in themselves. There are

rated more highly the presenters who

three techniques you can apply to make

had been taught about the illusion of

a better impression when presenting.

transparency.

Illusion of transparency. Many less

a stronger impression when giving a

worries and feelings of anxiety are

speech or presentation, simply remind

detectable by the audiences to which

yourself of the illusion of transparency.
Practise sooner. Another study, led

shows that this is not the case. In fact,

by Bowling Green State University

researchers have called this the illusion

communication scientist Alexander

of transparency – the false belief that

Goberman, tracked the performance

other people in a public setting can

of a group of individuals enrolled on a

detect private feelings.

public speaking skills course. After some

When you feel nervous, you may be

44

So the next time you want to make

confident individuals feel that their

they are presenting. However, research

The reality is that
audiences cannot
see the dryness
of your throat, the
clamminess of
your hands or the
negative thoughts
in your head

All of the videos were shown to

university. Sometimes, the structure of

tuition, all of the participants were asked

very aware of the dryness in your throat

to prepare a seven-minute speech with

or the sweatiness of your palms; you

three clear sections to it: introduction,

may have worries or self-critical thoughts

body and conclusion.

swirling around inside your mind.

Goberman and his colleagues

However, the reality is that audiences

measured multiple variables during

cannot see the dryness of your throat,

the speeches including the number of

the clamminess of your hands or the

disfluencies uttered by each individual.

negative thoughts in your head.

Disfluencies include filler words such

Research evidence shows that

as ‘um’ and ‘ah’, as well as part-word

simply learning about this illusion of

repetitions or other uncomfortable-

transparency can help people make

sounding words. The team found

a better impression when presenting.

a significant negative correlation

Psychological scientists Kenneth

between how early individuals had

Savitsky at Williams College and

started practising and the number of

Thomas Gilovich at Cornell University

disfluencies made by each individual.
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In other words, individuals who started

Dr Rob’s talent clinic

practising earlier sounded more fluent.

Q

Now, that may sound obvious.
But if that’s the case, why doesn’t
everyone start rehearsing

I was approached several
months ago by an executive

search firm proposing a more senior

presentation material as early as

role within a successful business.

possible? In reality, some people

After several rounds of interviews,

leave their preparation too late.

I have been offered the position. The headhunter

Reframe the situation. Nervous

has emphasised that this represents a significant

presenters often focus on what

step up in terms of responsibilities, salary and size

could go wrong. Or they make

of team that I would be running. Yet I have reservations

the mistake of trying to ignore their
feelings entirely. But psychological

about the culture of the business as well as the management style of
the director to whom I would report.

research suggests that presenters can
feel less nervous by focusing on what
could go right.

What should I do?

A

Your match – or mismatch – with an organisation’s culture will be a major
determinant as to whether you not only enjoy but also succeed in the job. If

Psychologists such as Harvard

your personal values do not match those of the organisation, you could end up quite

University’s Jeremy Jamieson call

quickly either quitting in frustration or being pushed out of the role.

the technique reappraisal. Make a

Be sure to conduct considerable due diligence about the organisation by spending

conscious effort to think of possible
positive outcomes. For example, you

more time with as many of your would-be colleagues as possible.
Go out of your way to meet one-on-one and in person at times and locations
that suit them. Get them away from the office so they feel more comfortable being

me to get noticed’ or ‘The audience will

open about their experiences. Ask them to talk about their frustrations, concerns

leave this session having learnt three

and successes; decide for yourself if what they are telling you encourages you or

valuable facts.’

alarms you further.

Multiple studies have found that

CPD

might think, ‘This is an opportunity for

Towards the end of these conversations, ask all of these individuals for their

intentionally considering possible

opinions of the director about whom you are unsure. Reassure them that whatever

positive outcomes can help to alleviate

they tell you will be completely confidential – of course be certain to keep whatever

the tension that people feel when

you learn to yourself.

preparing to deliver presentations.

Even if they feel unwilling to criticise a colleague, the way in which they evade your

So remember that you do not have
to be a victim of your emotions.

questions may be telling. Accept the job only if you are certain that the director will
support you on both a professional and personal level.

Psychological research clearly
demonstrates that emotion regulation

Tips for the top

methods can to a degree help you to

I have evaluated literally thousands of CVs from job applicants. When you next apply

make a stronger impact on others.

for a job, I would recommend that you include a personal interest on your CV only

AB

if it meets one of two conditions. Either it must be a genuine accomplishment or it
Dr Rob Yeung is an organisational

must relate to your job. By all means declare a pastime if you won

psychologist at leadership consulting

an award or competition, gained an actual qualification,

firm Talentspace: talentspace.co.uk

learnt another language or attained a good performance

More information
Dr Rob tweets @robyeung
If you have a question for the talent
clinic, email abeditor@accaglobal.com
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd

level. Do mention if you achieved Grade 5 in piano but
perhaps not if you merely ‘play the piano’. Or, if you
play golf and have found it a useful way of meeting
prospective clients, then say so. Likewise, explain how
coaching a local sports team or organising church
social events has developed skills that you can apply
within the workplace. Simply listing activities such as ‘I
enjoy reading’ is unlikely to be beneficial otherwise.
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Free your mind
Doing things in a certain way because that is how they have always been done is not a
recipe for corporate success. Time to think outside the box, says Colin Coulson-Thomas
Business leaders face a wide range

and are often earlier adopters of new

of challenges – from disruptive

technologies than those at the top of

technologies to new business models.

the corporate tree.
Are your colleagues aware of their

For many organisations, just making
incremental improvements to current

limitations? Do they experiment and

activities won’t be enough to ensure

question assumptions?
The philosopher Sir Karl Popper

survival, but then the alternatives

warned of the enemies of the

are often uncertain and difficult to
quantify. Are cautious accountants and

open society. Enemies of the

compliance cultures killing creativity?

open company are excessively
concerned with order. They are slaves

Are contemporary approaches to
governance, risk and regulation,

to particular models, reluctant to

and the attitudes of regulators and

empower others.

the profession, helping or hindering
transformational change?
We are born with a drive to connect

The freedoms
There are a number of essential

and learn. Too often, education and

freedoms for liberating latent potential.

employment stifle creative potential.

*

They constrain and limit, rather than
inspire and liberate. People learn

to work and collaborate in ways
that allow them to be creative.

*

acceptable answers and corporate
slogans. Too rarely are they encouraged
to seek their own solutions.

Encourage people to be
open about problems, learn
from mistakes and failure,

Many practices in the business

and build on achievements.

world reflect past views, and having

The computer animation

to follow them can prevent people

studio Pixar blossomed

from exploring new approaches.

because candour and

Corporate policies and practices

constructive questioning were

should encourage innovation and

highly valued. People actively

entrepreneurship. But boards don’t

searched for solutions and better

often place importance on qualities
such as independence, intuition and
non-conformism, or reward critical or
imaginative thinking.
Today’s leaders may have earned their
spurs when expectations were different

approaches.

*

Celebrate diversity. Many boards
are intolerant of variety: markets
fragment, customers seek
bespoke responses and
new channels emerge, yet

and possibilities fewer, yet they still

directors still try to insist

think they know best. They may claim

on a dull uniformity.

to have a more strategic perspective,

Single solutions are

but many of them are preoccupied

imposed. No wonder

with internal issues. Front-line staff may
be closer to customers and the market,

46

Support your staff and allow them

so many creative ideas
originate outside of the
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workplace. Differences of opinion

can be inspiring, but a relevant and

can be healthy and spark innovation.

*

Markets fragment,
customers seek
bespoke responses
and new channels
emerge, yet
directors still try
to insist on a dull
uniformity

Avoid rigidity and bureaucracy.
Well-networked organisations
can support co-creation and
grow organically. Collaboration
can speed up adaptation and
spur innovation. The chemist and
novelist CP Snow warned of a
divide between science and the
humanities with the emergence of
two distinct cultures. But perhaps
another division emerging is

affordable offering can provide an
income. In business, both thinking
and doing are required. We need
aspiration and achievement.

*

Review corporate policies and
practices. Business leaders should
consider where creativity and
entrepreneurship are most needed.
What should they be applied to
and why? What is their value to
customers?

The requirements for effective

that between those who think in

corporate leadership and successful

a logical way and prefer order,

beyond the usual suspects.

entrepreneurship are converging. In

and those who are tolerant of

Allowing creativity can unleash

some contexts they may soon overlap

uncertainty. The latter favour variety

energy and stimulate imagination.

and be almost indistinguishable.

and look for links, patterns and
relationships. Throughout history

*

AB

Nurture entrepreneurial flair so that
you can develop and commercialise

Professor Colin Coulson-Thomas FCCA

breakthroughs have been caused

creative ideas at prices pitched

has advised directors and boards in

by outsiders who challenged

so that enough people will buy to

over 40 countries. See his publications

orthodoxy. Boards should look

generate a profit. To have a dream

at policypublications.com

July/August 2017 Accounting and Business

GL_M_Coulson.indd 47

47
14/06/2017 12:54

Spiralling costs
How can you maintain control of a project and keep those pesky costs down?
David Parmenter offers some useful tips on how to avoid things getting out of hand

*

We learn lessons in mysterious ways.

in London, prior to the 1987 crash,

You’d think experienced accountants

there was so much money around that

would be good at controlling costs on a

nobody cared what we were doing or

give them a ‘heads-up’. It is worth

project. But this is far from true.

how effective we were. Despite being

noting that contractors move from

Seldom do we, as project leaders or

a competent and good team we had

one invoice to the next. Rarely

designated suppliers, know exactly what

caught the disease of ‘complacency’.

do they look at their total hours

is involved in a project. As a result, any

And without real deadlines, inefficient

fixed quotes are often totally inaccurate.

meetings, long breaks and interrupted

Projects take on new directions as we

work are common when a project is

learn more about what we really need

going off the rails.

from them. This eventually leads to

The total hours charged to date will
be sent back to the contractor to

incurred on the project to date.

*

Additional modifications will be
charged separately if they amount
to more than 5% of the total cost.

Fixed quotes also have inherent

*

Material costs will be passed on at

many difficult negotiations as we try to

problems. From my experience, there

establish a win-win.

is so much uncertainty that suppliers

is only fair that the contractor gets

end up having to add large amounts

a margin, as they have negotiated

thinking that as long as we are closely

for miscellaneous items. Alternatively,

special volume-based discounts.

involved in a project, we can control it

they try and second-guess what the

However, it is also unfair to be

on a materials-and-labour-on-charge

competition is going to quote and then

on-charged 30%, which ends up at

basis. But this often fails because there is

underquote them, often ending up

a price higher than you could have

no budget, no target and no deadline.

with a situation that means a heavy loss

negotiated separately with the

Humans are motivated by targets.

unless they can start charging for every

materials supplier.

We sometimes make the mistake of

Without one, even the best workers

slight variation. Not a great basis for a

can drift, incurring excessive hours on

successful client relationship.

a project with little or no accountability.

*

cost plus 10%, or cost plus 15%. It

Expenses will be based on agreed
guidelines, such as basing travelling
time and costs on full days to avoid

On some consultancy assignments I

Keep control

was involved with in the financial sector

You should try to obtain quotes based

Finally, with smaller contractors,

on on the more controllable aspects of

insist on a spreadsheet. You will need

a project. For example, I have decided

to check the contractor’s maths for two

to use the following new approach on all

reasons: they are seldom accountants

numerous part-days inflating costs.

future building projects:

*

and they usually prepare the invoices

The contractors will

late in the evening when they are

quote a likely range

tired. Providing them with a simple

for the hours and

template for the invoice will enable you

labour charges. The

to quickly check for accuracy and then

difference between

consolidate to provide a running total

the top and bottom

of their hours.

AB

ends of the range
should be no more
than 15% to 20%. We
will hold discussions
throughout the project as to
where the landing point will be
between these two markers.
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David Parmenter is a writer and
presenter on measuring, monitoring and
managing performance
More information
davidparmenter.com
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Share-based payment
Use of the grant-date option to measure the fair value of equity-settled remuneration is a
key element of IFRS 2, but critics say it can lead to inaccurate reporting, warns Adam Deller
A similar principle applies to share-

IFRS 2, Share-based Payment, is currently
sitting on the list of research projects

based payment transactions with

drawn up by the International Accounting

employees. These are calculated by

Standards Board (IASB), and is one of the

looking at the value of the service given

more complex of the IFRS Standards.

by the employee. Under IFRS 2, this is
valued using the fair value of the option

Part of this complexity arises from

granted to the employee.

the use of the grant-date fair value

Potential issues arise because two

measurement model. This is used in
arrangements that are settled in shares

different types of transaction can be

or in share options (equity-settled

used to remunerate employees:

schemes). To understand the potential

*

issues this causes, we need to take a step

equity-settled schemes, where the
employee receives the benefit in

back and review the different elements

the form of equity, such as shares or

within IFRS 2.

share options

categories: transactions with third
parties, and transactions with employees.

cash-settled schemes, where the

CPD

*

Share-based payments fall into two

employee receives cash linked to
the share price of the entity at a

For transactions with third parties,

certain period.

such as suppliers, the share-based

According to IFRS 2, all share-based

payment is recorded at the fair value

payments should be recognised in

of the service performed, which is then

financial statements using fair value over

spread over the period until the options

the period in which the entity received

vest. One well-known example of this

the service. However, the two types

transaction related to David Choe, the

of transaction use different fair value

graffiti artist who decorated the offices

measures (see box).

of Facebook in 2005. In payment for the
work, Choe accepted share options,
taking the chance that these might

Measuring fair value

be worth more than the US$60,000 he
Equity-settled schemes

Cash-settled schemes

Fair value model used

Grant-date fair value

Reporting-date fair value

How it works

The fair value of the
option at the grant date is
calculated to work out the
total expense relating to
the option.

The fair value is remeasured
at the end of each reporting
period.

would normally have charged.
At the date of Facebook’s initial
public offering years later, the shares
were valued in the region of US$200m.
However, Facebook would have simply
expensed the US$60,000, spread from
the period the work was done until the
date the options vested. As this case
shows, the amount to be expensed by
an entity represents the value of the
service received rather than the value of

This is spread over the
vesting period.

The cumulative expense
recognised is based on the
reporting-date fair value,
spread over the vested
period to date.

the options given to the third party.

July/August 2017 Accounting and Business

GL_T_DellerCPD.indd 49

49
14/06/2017 12:05

Due to the
challenging nature
of the application
of IFRS 2, the IASB
has said it will
not make minor
amendments

Criticisms of ‘grant date’
There have been numerous criticisms

Fair value inconsistency
An entity awards 1,000 shares to

CPD

two employees at 1 January 20X7,

of the use of the grant-date fair value,
such as:

*

information, as it is not updated to

conditional on their employment at the

reflect the changes in the option

end of the period.

value. It does not reflect the value

The first employee will receive 1,000

that will be given to the employee

shares (an equity-settled scheme) and
the second will receive a cash amount to
the value of 1,000 shares (a cash-settled

at the vesting of the scheme.

*

scheme).

Issues arise when dealing with
‘underwater’ share options. If
the exercise price of an option

The shares have a fair value of

exceeds the fair value, this will give

$10 on 1 January 20X7 and $15 on

these options a negative intrinsic

31 December 20X7.

value and they are unlikely to be

On 31 December 20X7, the entity will

exercised. The fair value is still

give the first employee 1,000 shares

expensed over the period based on

and the second employee $15,000,

the original fair value at the grant

being the fair value at 31 December.

date, despite these items having no

Both of these have a fair value of
$15,000 at 31 December. However, the
entity will recognise an expense of only

value at the reporting date.

*

It is inconsistent with the treatment
of cash-settled schemes and other

$10,000 in relation to the first employee

employee-based accounting, such

(being the fair value at the grant date)

as IAS 19, Employee Benefits, which

and $15,000 in relation to the second

update the service costs annually

employee (being the fair value at the

while also remeasuring liability at

reporting date).
The inconsistency is clear. While the

50

It produces less relevant

each reporting date (see box, left).
The IASB addressed these issues when

aim of IFRS 2 is to value the service

deciding on the model to be applied at

received by the entity, both employees

the introduction of IFRS 2. Some of the

have received items worth $15,000

key reasons for applying the grant-date

but there is a $5,000 difference in the

fair value model are given below:

amount expensed.

*

It reflects the value of the service,
rather than the option – the fair
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value of the services received is not
affected by subsequent changes

Impact of different measures of fair value

in the fair value of the equity
Year 1 expense

instrument received in exchange.
A change in the value of an option
in year two is unrelated to the value
of the service provided by the
employee in year one.

*

Equity being transferred is
conceptually different from the

Grant date

40
(120 x 1/3)

Reporting
date

50
(150 x 1/3)

Service date

50
(150 x 1/3)

payment of cash. The IASB decided

Year 2 expense Year 3 expense Cumulative
expense
40
(120 x 1/3)

40
(120 x 1/3)

70
105
(180 x 2/3 – 50) (225 x 3/3 – 120
60
(180 x 1/3)

75
(225 x 1/3)

120
225
185

to use the principles that apply
to equity transactions under the
Conceptual Framework for Financial
Reporting – this means that equity is
not remeasured but remains at the
fair value initially applied to it.

*

Using the grant-date fair value
model introduces less volatility
into the financial statements than
using a reporting-date fair value
model, as the fair value is fixed

CPD

and therefore produces a more
predictable annual expense.

Alternative models
If the grant-date fair value model were
to be removed, current accounting
practices applied in IFRS 2 and IAS 19
provide us with two alternatives, which

of expenses recognised in previous

application of IFRS 2, the IASB has said

are already in existence.

periods. The annual expense (but not

it will not make minor, narrow-scope

the cumulative expense) would be

amendments, suggesting that this

reporting-date fair value model, as used

recorded considering the reporting-date

will result in IFRS either remaining in

in cash-settled schemes. The use of a

fair value.

its current form, or having significant

One alternative could be to apply the

reporting-date fair value model would

The table above shows how applying

changes to the grant-date fair value.

appear to reduce the inconsistency

these alternatives to a three-year

No changes are expected any time

between the two valuations, making the

equity-settled scheme would alter the

soon, but it will be interesting to see if

numbers more comparable. While the

amounts recognised if the fair value of

this issue remains on the IASB research

IASB has chosen to apply the grant-date

1,000 options were $120 at grant date,

agenda following the completion

fair value, giving the reasons above, this

$150 at the end of year one, $180 at the

of the Financial Instruments with

decision could be revisited in the future

end of year two, and $225 at the end of

Characteristics of Equity project.

with a view to providing a consistent

year three.

accounting practice across IFRS 2.

The IASB acknowledges the

Adam Deller is a financial reporting

Another option could be to apply

complexity of IFRS 2, while believing it is

the service-date measurement model,

working adequately. It has stated that it

in a manner similar to IAS 19. Under

will be difficult to reduce this complexity

this model, the service cost would be

without looking at the use of the grant-

measured at the reporting date, but

date fair value model.

there would be no remeasurement

AB

Due to the challenging nature of the

specialist and lecturer
CPD questions
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Technically speaking
Aidan Clifford provides a monthly roundup of the latest developments in audit,
financial reporting, access to finance and law
Micro accounting regime

For members attempting to audit FRS

The Companies (Accounting) Act

105 accounts (because they were late

2017 was formally enacted on 17 May.

filing in CRO or are authorised by the

Micro entity accounting is now officially

Central Bank), it is important to note

available for accounting periods

that the opinion on true and fair is as

beginning on or after 1 January 2015

defined in the 2017 act: ‘…give a true

and ending after 24 December 2016.

and fair view of the assets, liabilities and

I would urge caution on the wholesale

financial position of the company as

adoption of FRS 105 for clients of a

at… and of its profit [loss] for the year

practice. The experience in the UK is

then ended; using the definition of true

that FRS 105 was not always widely

and fair contained in section 336(3A) of

acceptable to banks and suppliers.

the Companies Act 2014 as applicable

Financial statements that don’t

to micro entities’.

disclose, for example, related party
transactions, deferred tax and post

Companies Act 2017

balance sheet events may not give a

From 23 May 2017, financial statements

true and fair view as accountants would

and audit reports can still refer to the

define it; notwithstanding that the act

Companies Act 2014. Some large

deems FRS 105 accounts to be legally

mining and logging companies will have

true and fair.

specific 2017 act reporting requirements

Lenders and creditors in Ireland may

and may refer to Companies Acts

balk at providing facilities to businesses

2014 and 2017, as this is a defined

with FRS 105 accounts. But the omission

short title in the act, but a standard

of the requirement to disclose directors’

SME Irish company will still refer to

remuneration may be attractive to

the Companies Act 2014. It will not

many small businesses. Members may

be wrong to use Companies Act 2014

consider adding an appendix to the end

and 2017; nor will it be wrong to use

of FRS 105 accounts titled ‘Additional

Companies Act 2014 as amended.

voluntary discourse’, listing related party

The statistics
show that 1,654
new students
signed up to study
ACCA in 2016 with
8,400 students at
varying stages of
their exams

52

disclosures, post balance sheet events

Auditing standards changes

and other matters that will be required

The Irish Auditing and Accounting

by lenders and suppliers.

Supervisory Authority (IAASA) has

This option will not work in Northern

published some changes to auditing

Ireland, however, as abridgement/

standards. The main change requires

abbreviation of FRS 105 accounts is no

that audit reports be turned upside

longer allowed, so including additional

down; opinion should be first rather

items will mean they will have to be

than at the end of the report. It also

filed in Companies House. In the

must include an additional paragraph

Republic of Ireland, abridgement is still

on going concern. There are a number

allowed, so the additional appendix

of minor changes to other auditing

will not need to be filed in Company

standards and the ethical standard, so

Registration Office.

members with audit licences would be
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advised to get up to speed. The new

tighten the rules rather than relax them.

topic. Until we clarify some issues with

standards are effective for the audits

On 22 May, Mary Mitchell O’Connor,

PSRA, CCABI is recommending that

of financial statements for periods

minister for jobs, enterprise and

where licensees have outlined details

commencing on or after 17 June 2016,

innovation in the Seanad, was asked:

of procedures, that have been or will

for which opinions are issued on or

‘Why is Ireland the only country in the

be put in place to address matters

after 1 February 2017. For most auditors

EU to enact such a provision [the audit

outlined in appendix 1 or 2, members

that means June 2017 year ends and

requirement for late annual returns]?’

do not include such details in appendix

onwards. For more information, go to

and ‘What is so extraordinary about

7 (Renewal ABC) or appendix 3 (Renewal

bit.ly/IAASA-audit-stand, where you will

Ireland that it requires this unique

D). Instead, CCABI recommends that

also find a schedule of track changes to

provision?’ She replied: ‘Imposing an

reporting accountants state that the

make conversion to the new standards

audit on small companies which are

licensee will provide these details to

Practice, and the implementation of

late in filing in their annual returns is an

the PSRA under separate cover. CCABI

revised ISAs (UK) in 2016. Similar changes

appropriate response.’ The district court

further recommends that if requested

were made to ISA (Ireland) 2016.

procedure to deem an annual return on

by the client to assist in identifying or

time has already saved Irish SMEs €2m

implementing procedures, such work is

UK charities have been the subject

in audit fees alone. Removing this, as

undertaken as a separate engagement

of extensive press, public and

the government proposes, would not be

with separate engagement terms. More

parliamentary interest, and this

the act of a pro-business government.

details at bit.ly/psra-reporting.

incorporate lessons learned, particularly

PSRA reports

Insurance accounting

with respect to going concern and

If you are a reporting accountant

The International Accounting

auditors’ responsibility to report to

filing a report to the Property Services

Standards Board has finally issued

charity regulators. For more information,

Regulatory Authority (PSRA), be

IFRS 17, Insurance Contracts. IFRS 17

go to bit.ly/FRC-comments

aware that the wording for the report

replaces IFRS 4, which gave companies

has changed and new appendices

dispensation to carry on accounting

Audit exemption update

have been added. The Consultative

for insurance contracts using national

ACCA has, on many occasions, made

Committee of Accounting Bodies in

accounting standards. IFRS 17

representations to government on

Ireland (CCABI) is in discussion with

requires all insurance contracts to be

removing the restrictions on using

PSRA about some aspects of the new

accounted for in a consistent manner,

audit exemption. We were, therefore,

assurances that reporting accountants

benefiting both investors and insurance

disappointed to learn that the

are being asked to make and more

companies. Insurance obligations will

government is planning to further

guidance will issue shortly on this

now be accounted for using current

straightforward. For most SME audits
the only substantive change will be to
the wording of the report.

Audit of UK charities
The Financial Reporting Council (FRC)
has invited comments on proposed
revisions to Practice Note 11: The audit
of charities in the United Kingdom.
This standard is applicable in Northern
Ireland but not the Republic, although
the practice note has useful guidance
for auditors in this jurisdiction. The
revision was made to reflect the
updated regulatory landscape, the
implementation of FRS 102 and a new
charities Statement of Recommended

The FRC notes that, as in Ireland,

revision of the practice note seeks to
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values, instead of historical cost. IFRS

also covered in the report. There were

have graduated from an undergraduate

17 has an effective date of 1 January

1,381 audit firms in ROI at the end of

or post graduate course in another

2021, but companies can apply it earlier.

2016 (of which 312 were ACCA); 62

country that awards exemptions from

ACCA is planning a full-day conference

additional licences (of which 6 were

the first three papers, ie F1, F2 and

on the topic and an IFRS 17 support

ACCA) were issued and 157 were

F3, can study in Ireland on a full-time

network for members’ implementing the

withdrawn (of which 30 were ACCA)

basis to complete F4-F9 in two years or

new standard. Details to follow.

during the year. Audit monitoring

less on a Stamp 2A. A Stamp 2A is for

outcomes were as follows:

full-time students and does not allow

Anti-money laundering

ACCA

CAI

CPA

Good with
limited
improvements
required

60%

66%

70%

Acceptable
overall with
improvements
required

5%

Unacceptable
with significant
improvements
required

34%

From 29 May all submissions of
Suspicious Transaction Reports need
to be made through the goAML online
system. More details at fiu-ireland.
ie/Home. Anti-money laundering
officers are advised to register with
the new system as registering will give
access to an online notice board with
information on money laundering and
terrorist financing trends. Paper-based

while in Ireland. The study must take
place with one of the ACCA platinumapproved learning partners. Once they

6%

0%

have completed F4-F9 in less than two
years, the students can then switch to
a Stamp 1A, which will allow them to

27%

30%

work full-time in an accounting role
and study part-time/evenings for the
P-level papers.

In the 116 monitoring visits

New non-EEA students (ie not already

undertaken by ACCA in 2016, there

registered with ACCA, but already in

Profile of the profession

was a considerable dis-improvement in

Ireland) who completed a degree or

IAASA has published the latest profile of

the outcomes compared to 2015 when

post-graduate qualification granted

the profession. Its report only covers the

the ‘Good with limited improvements

by an Irish authority that awards

Republic of Ireland (ROI), while Northern

required’ category was 70% (CAI: 50%;

exemptions from F1-F3 can transfer to

Ireland is included within the UK FRC

CPA 75%). The Practitioners’ Network

a Stamp 1A once they won’t exceed

report. The IAASA profile shows ACCA

Panel will be consulted on how this

an overall seven- year limit. This would

exceeding 10,000 members in ROI for the

trend might be reversed.

primarily attract Masters in Finance

first time, a 6% increase on the previous

The full report is at www.iaasa.ie.

or Masters in Management students
in some of our universities who are

year. On a sectorial basis, 20% of ACCA
members work in practice compared to

Employment permits

recruited into a finance/accounting

27% of CAI members and 32% of CPA

Minister Mitchell O’Connor has signed

role. Prior to this they would not have

members. The student statistics show

new consolidated Employment Permit

been allowed to study the remaining F

that 1,654 new students signed up to

Regulations effective from 3 April. More

level papers on a part-time basis before

study ACCA in 2016 with a total of 8,400

details at www.djei.ie.

progressing to do the P-level papers.

students at varying stages of their exams.
Authorisation and licensing,
disciplinary and audit monitoring are

54

have to have financial means of at
least €10,000 to support themselves

reports will still need to be made to
the Revenue.

the student to work, so the students

AB

Non-EEA students (not already in
Ireland) already registered with ACCA

Aidan Clifford is advisory services

or intending to register with ACCA who

manager, ACCA Ireland
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NI tax update
Glenn Collins, ACCA UK’s head of technical advisory, provides a roundup
of developments of relevance to practitioners in Northern Ireland
Alcohol wholesale

and accordingly buying small quantities

bit.ly/gov-consult. You can also let

The alcohol wholesaler registration

from the local corner shop or other

ACCA know your views by emailing

scheme (AWRS) has been updated

retailer to replenish its stock.

advisory@accaglobal.com.

(excise notice 2002), replacing the

As with all alcohol purchases, trade

earlier version from March 2017. HMRC

buyers should undertake due diligence

Accrued income scheme

has updated the scheme to advise of

before they buy from a seller. It’s also

HMRC has updated its guidance on the

reasonable checks that may be applied

very important that you keep evidence

accrued income scheme, changing the

to verify the wholesaler you are dealing

of these purchases to demonstrate

rates and allowances.

with and also what to consider when

where the goods were purchased, the

making a wholesale purchase from a

quantity and price paid.

business not approved for AWRS.

Accrued income requirements can
easily be missed when a gilt-edged or a

The other excise notices in the

similar security is purchased or sold. The

suite – 226 (beer duty), 162 (cider

requirement is that the accrued income

highlights that HMRC provides an

production) and 163 (wine production)

scheme applies if the total nominal

online lookup service that allows trade

– have also been updated to reflect the

value (the face value) of all the securities

buyers to look up the details of their

changes introduced. You can find these

held is more than £5,000 at any time in

alcohol suppliers to ensure that they are

notices and others at bit.ly/gov-vat-not

the current tax year and/or the previous

approved for AWRS. View the online

and at bit.ly/hmrc-forms.

tax year. The basic value of the security

As with previous versions, the notice

check at bit.ly/gov-alc-whole.

is recognised for capital gains and the

Taxing employee expenses

amount of the next interest payment is

guidance for making a wholesale

Following the general election a number

recognised as interest.

purchase from a business not approved

of consultations are expected. The

for AWRS states that there are some

one on taxation of employee expenses

uses in the guidance illustrates the

limited situations where you may be

has been extended for comment

working that applies to a purchaser

able to buy alcohol from a business,

until 12 July. The Treasury is trying

or seller of securities: ‘8% Treasury

such as a supermarket, which is

to understand why some employers

Stock 2016 pays interest on 7 June

not AWRS-approved.

reimburse expenses while others do not.

and 7 December. So someone buying

The section on trade buyer

Where this is the case, a business
must keep evidence of these purchases

The simple example that HMRC

£10,000 nominal value of this gilt on

You can see Treasury calls for
evidence and other consultations at

7 May knows that they will receive £400

to demonstrate where the goods were

interest on 7 June. (The nominal value

purchased, the quantity and price paid.

of the gilt is the face value – the amount

This scenario applies only ‘where you

on which the interest is calculated.)

are buying from a business that does
not normally sell alcohol wholesale,
where that business is not aware that
you are buying goods for resale, and
where you are buying it in the same way
as other customers who are taking it
home to consume’.
The guidance highlights a number
of examples, including one of a local
sports club bar unexpectedly running
out of a particular line during an event

Accrued income
requirements
can easily be
missed when a
gilt-edged or a
similar security is
purchased or sold

‘The amount of accrued interest
to be added to the basic price goes
up by the same amount every day. The
total time between the last interest
payment on 7 December and the
next one on 7 June is 182 days. On
7 May, 152 days have gone by since
the last interest payment was made.
So the amount of accrued interest is
£400 × 153/182 = £334.’
See bit.ly/hs343-ais for more.

AB
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Tax update
Cora O’Brien highlights the changes to the Revenue’s website and enquiry channels,
and an important development in the OECD’s Base Erosion and Profit Shifting project
Revenue revamps website

a ‘mixed appointment’ category of

with Revenue and work has been

Revenue launched its redesigned

travel arrangement. This arises where

underway to improve this service

website on 7 June, with the aim of

an employee holds a ‘travelling

following feedback from users. Details

making it more user friendly and

appointment’ for part of the year

of these improvements are outlined in

accessible from mobile devices. The

but is site-based for the rest of the

the Revenue manual on MyEnquiries

way information is presented on the

time. Where an employee holds a

and include:

website has fundamentally changed.

travelling appointment for 75% or

Tax information is now presented under

more of their workdays in a tax year

*

topical headings rather than tax heads.

but is site-based for the rest of the

The text on each page is more concise

year, the employer’s premises or the

and provides an overview of the topic in

employee’s home (whichever is closer

question, with links to Revenue manuals

to the work location) can be treated

containing more detailed information.

as the base for calculating mileage

A feedback facility is provided so users

and subsistence expenses for the full

can share their views and suggestions

year. This is as long as no more than 10

Modernising PAYE

with Revenue.

consecutive days are spent on site.

As part of the preparations for PAYE

There is a tax professionals section of

As highlighted previously in this

category for your query before you
submit it

*

a new query ID/reference number to

*

automatic confirmation that a query

help you track queries
has been received.

modernisation, Revenue recently

the website which contains current and

section, Revenue has had a keen

examined P35L returns filed by

historic manuals, ebriefs etc. The search

focus on the tax treatment of travel

employers for 2016. Some anomalies

function has been improved, which has

expenses in recent years. As such,

have been identified, for example in

been a key priority for tax practitioners.

it is likely that further clarity from

cases where no personal public service

Tax practices with links to Revenue

Revenue will be sought on the

numbers (PPSN) were included on the

material on their websites should check

practical application of this new mixed

P35L or where the employer had not

that these links remain live, as some may

appointment category.

been issued with a tax credit certificate

need to be replaced.

(P2C) for any of their employees.

Enquiries made simpler

Revenue is currently writing to these

Travel expenses update

MyEnquiries is one of the main channels

employers to advise them how to rectify

In preparation for the new website,

used by practitioners for communicating

the position.
Correct employee data will be vital

Revenue updated a range of its tax
manuals including the one on the tax

in the operation of the new real-

treatment of travel and subsistence

time reporting regime in 2019. As

expenses for employees and office
holders. This manual replaces and
updates the content of Statement of
Practice IT/2/07 – the core guidance
on the tax treatment of travel
expenses for employees.
The manual incorporates the new
civil service mileage and subsistence
rates that apply from 1 April this year.

56

tips on picking the appropriate

Revenue is
engaging with
a broad section
of stakeholders
to develop a
PAYE regime
that works for all

such, it is likely there will be further
correspondence from Revenue to
businesses to ensure that employee
data on record is correct.
Revenue is also producing a leaflet
for employers on preparing for the new
regime, which will be available on the
website shortly. The leaflet highlights
the steps employers can take to make

The other main change concerns

sure that they correctly calculate

site-based workers. There is now

PAYE due, such as ensuring that the
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correct employee PPSN and the most

believes that a considerable number

facilitate formalised succession planning

up-to-date P2C are used. Otherwise,

of these ‘legacy cases’ will not require

within farming enterprises. It provides

the incorrect amount of tax may be

an appeal hearing and determination.

for a €25,000 tax credit over five years to

deducted and under/overpayments of

This is on the basis that the outcome

assist with the transfers of farms within

PAYE may arise.

of some current court proceedings will

a partnership structure. Information

Revenue is engaging with a broad

be relevant for these cases but also

and an FAQ section on the scheme

section of stakeholders on the roll-out

because the tax appeals legislation

are available on the Department of

of PAYE modernisation as it is keen

allows for cases to be decided without

Agriculture website.

to develop a regime that works for all

a hearing. An additional appeal

businesses, big and small. The needs

commissioner has been appointed

Step forward for BEPS

of small businesses have been a key

on a temporary basis to assist with

In a significant step forward in the

topic of discussion with stakeholders

these legacy cases. A senior official in

implementation of the OECD’s

and we will update readers on

the Department of Finance has been

Base Erosion and Profit Shifting

Revenue’s plans to assist these

seconded to the TAC to act as its head

(BEPS) project, minister for

businesses as details emerge.

of administration.

finance Michael Noonan recently

The appeal commissioners believe

signed the OECD multilateral

TAC unveils annual report

that it will be possible to resolve

convention (MLI) to implement the

The Tax Appeals Commission (TAC) has

many of the new cases through the

tax-treaty related BEPS measures.

published its first annual report, which

administrative process as well.

Ireland has tax treaties in place with
72 jurisdictions and the MLI will enable

provides an interesting overview of the
commission’s activity over the last year

Transfer of family farms

the country to update these treaties to

and its plans for dealing with the large

In Budget 2016, a new tax incentive to

ensure they are BEPS compliant without

volume of cases on hand. As we noted

encourage intergenerational transfer of

the need for separate negotiations with

in previous editions of Tax Update, a

family farms was announced. This new

each country.

significant volume of cases (around

Succession Farm Partnership scheme

1,500) were transmitted by Revenue

was launched on 1 June, following state

Cora O’Brien is director of technical

to the TAC last year. The commission

aid approval. This scheme is designed to

services at the Irish Tax Institute

AB
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Tax diary
Financial professionals working in Ireland will need to take note of the following
important dates and deadlines for July and August, supplied by the Irish Tax Institute
Companies
Dividend withholding tax
14 July Dividend withholding
tax return filing and payment
date (for distributions made
in June 2017).
Corporation tax
21 July Due date for

(for distributions made in

payment of preliminary tax

July 2017).

for companies with year-

General

Professional services
withholding tax

PAYE

14 August F30 (PSWT)

end 31 August 2017 (ROS

Corporation tax

14 July P30 monthly

monthly return and

extension to 23 July 2017)

21 August Due date for

return and payment for

payment for July 2017

payment of preliminary tax

June 2017 (ROS extension to

(ROS extension to 23

Corporation tax

for companies with year-

23 July 2017).

August 2017).

21 July Last date for

end 30 September 2017 (ROS

filing corporation tax

extension to 23 August 2017).

Professional services

Relevant contracts tax

witholding tax

23 August Monthly RCT

return and making final
payment for year-end

Corporation tax

14 July F30 (PSWT) monthly

return and payment date

31 October 2016 (ROS

21 August Last date for

return and payment for June

(if required) for July 2017

extension to 23 July 2017)

filing corporation tax return

2017 (ROS extension to

(principal contractors file

and making final payment

23 July 2017).

via ROS).

AB

Corporation tax

for year-end 30 November

21 July Due date for

2016 (ROS extension to

VAT

Information supplied by the

payment of initial

23 August 2017).

19 July Bi-monthly VAT 3

Irish Tax Institute

instalments of preliminary

return and payment for May/

tax for ‘large’ companies

Corporation tax

June 2017 (ROS extension to

Disclaimer: This is a

with year-end 31 January

21 August Due date

23 July 2017).

calendar of the main tax

2018 (ROS extension to

for payment of initial

23 July 2017).

instalments of preliminary

Relevant contracts tax

but is not intended to

tax for ‘large’ companies

23 July Monthly RCT

be an exhaustive list.

Form 46G

with year-end 28 February

return and payment date

While every effort has

31 July Last date for filing

2018 (ROS extension to

(if required) for June 2017

been made to ensure the

third-party payments return

23 August 2017).

(principal contractors file

accuracy of this information,

via ROS).

the Irish Tax Institute

46G for companies with yearend 31 October 2016.

compliance deadlines

does not accept any

Form 46G
30 August Last date

PAYE

responsibility for loss or

Dividend withholding tax

for filing third-party

14 August P30 monthly

damage occasioned by any

14 August Dividend

payments return 46G for

return and payment for July

person acting, or refraining

withholding tax return

companies with year-end

2017 (ROS extension to 23

from acting, as a result of

filing and payment date

30 November 2016.

August 2017).

this material.
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Easing into leasing
Halfway through the implementation period for the IASB’s leases standard,
Kathryn Donkersley looks at some of the activities lessees have been focusing on
The International Accounting Standards

The new standard includes a

which a lessee applies today’s finance

Board (IASB) issued IFRS 16, Leases,

number of optional practical expedients

lease accounting. This model is already

in January 2016, with an effective

to make the transition process easier.

familiar to many companies. However,

date of 1 January 2019. The new IFRS

For example, a lessee can choose not

what has changed is that the accounting

standard will replace IAS 17, Leases,

to restate its comparative information

for leases previously classified as

and introduce significant changes to

when it first applies IFRS 16. Other

operating leases becomes a lot more

lessee accounting.

options include not applying IFRS 16

critical when IFRS 16 is applied. Before,

to leases ending within 12 months of

judgments made about a lessee’s

the classification of leases as either

the date of initial application, and a

operating leases typically affected only

operating or finance leases for a lessee

simplified approach for measuring right-

the notes to the financial statements.

and instead requires a lessee to account

of-use assets on transition.

However, when IFRS 16 is applied, those

Most notably, IFRS 16 eliminates

for almost all leases similarly to today’s
finance leases.

A lessee can also use two optional
recognition exemptions for short-

same judgments will affect the primary
financial statements.

The accounting for
leases previously
classified as
operating leases
becomes a lot
more critical when
IFRS 16 is applied

The first challenge for a lessee

term leases of 12 months or less, and

implementing IFRS 16 is the transition

for leases of low-value assets such as

and termination options in a lease. The

from today’s accounting. When a lessee

telephones, desktop computers and

principle in IFRS 16 hasn’t changed

first applies IFRS 16, it will recognise a

small items of office furniture. If a lessee

compared to IAS 17; the lease term

right-of-use asset and lease liability for

chooses to use these exemptions, it

includes the period covered by an

almost all leases previously classified as

accounts for the exempt leases similarly

extension or termination option if the

operating leases. This requires a lessee

to today’s operating leases. These

lessee is ‘reasonably certain’ to take the

to identify all relevant contracts, and to

exemptions can provide cost relief on

longer lease term. Applying both IAS

record and input all of the necessary

transition and are applicable on an

17 and IFRS 16, a lessee is reasonably

data into the accounting system. This

ongoing basis.

certain to exercise an extension option

will be time-consuming for many lessees,

60

One example of this is extension

in a lease if there is a good economic

particularly those that have high volumes

On-balance-sheet

reason to do so. For example, this

of leases or currently decentralise the

At a high level, IFRS 16 in essence

might be due to favourable lease

management of operating leases.

increases the population of leases to

rentals compared to market, or because
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it would be difficult for the lessee to

application. Perhaps even more

an asset of similar value to the right-

source an alternative asset.

important, lessees need to manage

of-use asset, and on similar contractual

stakeholder expectations in advance

terms. In some cases, a lessee will have

is that the outcome of a reasonably

of applying IFRS 16. For example, if a

information about relevant borrowing

certain assessment matters a lot more

lessee expects any changes in lease

costs and will be able to determine this

than it did before. Take, for example, a

commitments because of applying

rate without difficulty. However, this

five-year property lease with an optional

additional rigour, then making the

won’t always be the case.

three-year extension. Today, if the lessee

necessary changes to disclosures

decides that it is reasonably certain to

now will help to manage investor

property lease. The lessee may not

extend the lease, this will typically affect

expectations about what it will

have any similar borrowings with 20-

only the operating lease commitment

recognise on the balance sheet in 2019.

year repayment terms and may not

What is different applying IFRS 16

Consider, for example, a 20-year

be able to determine the rate that it

note, which will include three years
more lease payments than it would have

New requirements

could obtain for such a borrowing.

done otherwise. Applying IFRS 16, the

Another area that lessees are spending

Consequently, in determining the

additional three years’ worth of lease

time on is establishing an appropriate

discount rate, the lessee will need to

payments will increase lease liabilities

discount rate for each of today’s

think about other ways of determining

and right-of-use assets on the lessee’s

operating leases. This is a piece of new

an appropriate rate. The lessee might

balance sheet.

information needed to apply IFRS 16

talk to its team that negotiated the

but that, for operating leases, was not

lease to identify the factors used to

needed to apply IAS 17.

assess whether the pricing of the lease

For this reason, many lessees expect
to apply more rigour to the application

was reasonable. Alternatively, the
lessee might think about starting with
an observable rate, such as a relevant
property yield, and consider how that
observable rate needs to be adjusted
to reflect the lessee’s risk profile and
specific contractual terms.
There is a recurring theme across
all lessee implementation activities:
the benefits of starting as early as
possible. The board gave a three-year
implementation period between issuing
IFRS 16 and its mandatory effective
date. We are now halfway through
that period. Lessees already working
on implementation have highlighted

of the reasonably certain assessment for

In some cases, establishing the

lease extension and termination options

appropriate discount rate for a lease will

the importance of starting the process

when IFRS 16 is applied. As part of

be straightforward. This will be the case

with enough time to establish and

implementation activities, some lessees

when a lessee has enough information

implement the best possible transition

are applying this additional rigour

about how the lessor priced the contract

approach for their lease portfolio. This

now when preparing operating lease

to determine the interest rate implicit in

includes assessing transition options,

commitment note disclosures, rather

the lease.

dealing with the practical aspects

than waiting until 2019. This approach
has several benefits.
From a purely practical perspective,

If the rate implicit in a lease cannot

of implementation and managing

be readily determined, IFRS 16 requires

stakeholder expectations in advance of

a lessee to instead use its incremental

adopting the new standard.

AB

ensuring that operating lease data

borrowing rate for that lease. In simple

is complete and robust now means

terms, the incremental borrowing rate

Kathryn Donkersley is senior technical

there is one fewer piece of work

for a lease is the rate that a lessee would

manager at the International Accounting

needed around the time of initial

need to pay to borrow funds to obtain

Standards Board
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Land of opportunity
An ACCA event in Waterford heard how Dublin’s expensive commercial property
market and high cost of living highlight the post-Brexit attractions of the south-east
The south-east of Ireland is

multinationals are looking

and political

a land of opportunity in a

at Ireland with a very real

and economic

post-Brexit world, according

intention of relocating

to Tom Lyons, deputy editor

from London and the rest

of the Sunday Business Post.

of the UK. As a nation,

At an ACCA event at St

we aren’t Brexit-ready

John’s College, Waterford,

because, realistically,

in May, he gave ACCA

we don’t know what the

members an insight into the

current negotiations will

stories behind the headlines

lead to, but it’s crucial

on Brexit and the rise and

that preparations don’t

fall of the Irish economy.

become Dublin-centric.

uncertainty,

‘As a nation, we
aren’t Brexitready, but it’s
crucial that
preparations
don’t become
Dublin-centric’

but we must
not forget the
business success
stories that have
been created
and nurtured
here, many of
which have been
supported by our

He told his audience that

The south-east has a lot to

the south-east can capitalise

offer companies looking at

on Dublin’s shortcomings

Ireland, and that’s the case

at a time of economic

for the 72 multinationals that

the time for our government

obstacles and challenges

uncertainty. With recent

already call this part of the

to be supportive of

ahead, and more unknowns

reports of both Bank of

country home.’

multinationals – those

than certainties. However,

already here and investing,

Ireland has successfully

America and JPMorgan

members and
their clients.
‘Now more than ever is

‘Yes, there are certainly

Chase potentially relocating

The Ancient East

and those that may invest in

become a leader in the

to Dublin, Lyons outlined the

Cities in ‘Ireland’s Ancient

the future.’

tech and pharma industries

disorder within the capital’s

East’ and surrounding areas

property market and the

need to leverage what they

ACCA Ireland and mainland

multinationals based here.

high cost of living.

have: coastline, natural

Europe, welcomed Lyons’

As business leaders and

heritage, and lower rents

insights: ‘It is easy to be

influencers, it is the duty

real estate agency JLL had

and cost of living. ‘You can

distracted by negative stories

of ACCA and its members

reported an 11% rise in

offer a lifestyle and a

to actively support foreign

office lets in Dublin in the

work-life balance that,

direct investment and the

first quarter of 2017, and

unfortunately, Dublin

wider economy.’

that 2.1 million square feet

can’t,’ he said.

Attendees heard that

Liz Hughes, head of

and we can boast a list of

AB

of office stock is under
construction in the city
and scheduled to be
delivered over the next
three years. Meanwhile
residential property rates
have surged by 8.7%,
reflecting costs seen
in 2007.
At the forum Lyons
said: ‘The truth really
is in the headlines. Major
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Meet the team
John Gaynor FCCA, chair of the ACCA Ireland committee, introduces this year’s
members and outlines our governance structure
With 188,000 members and
480,000 students in some
180 countries, ACCA is a
truly global professional
accounting body.
The ACCA leadership
is formed of two
complementary bodies
– our Council and our
Executive team who
collaborate to devise and
deliver our strategy.
Ireland currently has four
Council members: Brian
McEnery (the current ACCA
global president), Ronnie
Patton, Orla Collins and
Michelle Hourican.
Front: Tim Madigan, John Gaynor, Brian McEnery,
Cherian Varkey; middle: Etain Doyle, Michelle Hourican,
Liz Hughes, Dermot Madden; back: Clodagh Hegarty,
Orla Collins, Luke Brockie and Brian Carey

ACCA Ireland
committee
The Ireland committee is
elected at the AGM and
its membership includes
Council members who
reside in Ireland, member
network chairs and coopted members.
The committee meets
quarterly and reviews
a wide range of issues
relating to ACCA and
the profession, including
governance and regulation.

*

Connaught: Brian Carey,

ACCA Council members:

seven members’ network

Bank of Ireland

panels are represented on

*

Financial Services: Don

*

Orla Collins, Standard
Life

the Ireland Committee by
their elected Chair. Our

*

Leinster: Cherian Varkey,

*

Michelle Hourican,
Datatrails

elected Council members
provide us with regular

*

Munster: Steve Flint,

*
*

Brian McEnery, BDO
Ronnie Patton, University

updates on ACCA strategy.

of Ulster

Stephen O’Flaherty and

*

Practice: Dermot

John Gaynor, ACCA Ireland

I have the opportunity to

Madden, CRO

chair, notes: ‘The structures

represent our members at

*

Ulster: Clodagh Hegarty,

in place ensure members in

the International Assembly in

University of Ulster

Ireland can have a voice. The

London in September.’

Browne, AIB
Lewis & Co.
consultant

The 2017/18 members are:

*

Chairman: John Gaynor,

Co-opted members:

IT Sligo

*

Business Leaders’

*
*
*
*

Forum: Tim Madigan,
consultant and nonexecutive director

Dermot Igoe, Microsoft
Marie O’Connor, PwC
Stephen O’Flaherty, BDO
Ex officio: immediate
past chair, Etain Doyle

AB

More information
Nominations will open in September for places on all
seven ACCA Ireland panels. For further information and
to express an interest in joining one of the panels, contact
Luke Brockie, head of member engagement: luke.brockie@
accaglobal.com.
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Data cruncher deal

ACCA Ireland is partnering with the National College of Ireland to support members
who want to acquire a knowledge of data analysis techniques and operations
accounting practices and the

It provides technical skills

changing fast. Digital

competencies accountants

in areas such as statistics,

September 2017 and January

technology and innovation

need are changing too.

programming and database

2018 subject to availability.

management, along

The indicative schedule for

are transforming the

ACCA Ireland is delighted

creation of business strategy

to announce a partnership

with business skills such

each is three evenings a

and value. As a result,

with the National College of

as communication.

week from 6pm to 10pm and

Springboard
funding is
available for the
higher diploma
course and ACCA
members can
attend for free

64

Both courses start in

The global economy is

some Saturdays.

Ireland (NCI),

The course includes

which offers

an introduction to data

introductory

analytics, business analysis

10% discount on fees. The

courses in

and communication,

fee for the certificate course

data analytics.

business data analysis, and

is €2,250. Springboard

The data

programming for big data.

funding is available for

analytics

The higher diploma in

ACCA members receive a

the higher diploma course

certificate is a

science in data analytics is

and ACCA members

one-semester

a one-year, three-semester

can attend for free

course that

course that covers the above,

(normal fee €4,500).

aims to equip

plus data and web mining,

participants for

advanced business data

the world of

analysis, data visualisation

data analytics.

and domain skills.

AB

More information
Visit the NCI website at
www.ncirl.ie
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Got what it
takes?
Join 15,000 other members and students
to see if you have the seven vital qualities
needed to succeed in your career
Since ACCA launched its

will add the most value for

‘Professional accountants

employers and clients.

– the future’ campaign last

The tool suggests CPD and

year, more than 15,000

other resources to help you

people have used ACCA’s

sharpen and improve your

interactive test designed

skills under each quotient.

to help current and future

Faye Chua, ACCA’s

Experience (XQ)

Intelligence (IQ)

Creative (CQ)

Technical and
ethical (TEQ)

Vision
(VQ)

Emotional
intelligence
(EQ)

Digital
(DQ)

Seven key qualities for success

finance professionals assess

head of business insights,

Technical and ethical competencies remain at the core of

and future-proof their skills.

says: ‘Events since we

professional accountants’ expertise, but these must be

published our research last

combined with additional qualities or quotients. It is this

professional quotients

year, global cybersecurity

combination that will enable professional accountants to

model (right), the interactive

attacks and changes in the

succeed and add value to their employers and clients.

test allows you to assess

political landscape have

your own skills in the areas

highlighted the range of skills

identified as those that

finance professionals need

Technical and ethical (TEQ): The ability to perform

will create the ultimate

to succeed.

activities to a defined standard while maintaining the

Based on ACCA’s

‘professional quotient’.

‘They must maintain their

highest standards of integrity, independence and

technical excellence and

scepticism.

by 2,000 professional

strong ethical grounding,

Intelligence (IQ): The ability to acquire and use

accountants and 300 leaders

and supplement these with

knowledge: thinking, reasoning, solving problems and

in 19 countries as those that

personal skills and qualities.’ AB

the ability to understand and analyse situations that

These skills were identified

are complex and ambiguous.
Creative (CQ): The ability to use existing knowledge
in a new situation, to make connections, explore
potential outcomes and generate new ideas.
Digital (DQ): The awareness and application of existing
and emerging digital technologies, capabilities,
practices, strategies and culture.
Emotional intelligence (EQ): The ability to identify your
own emotions and those of others, harness and apply
them to tasks, and regulate and manage them.
Vision (VQ): The ability to predict future trends
accurately by extrapolating existing trends and facts,
and filling the gaps by thinking innovatively.
Take the test
Try ACCA’s interactive skills test and see the research at
thefuture.accaglobal.com

Experience (XQ): The ability and skills to understand
customer expectations, to meet desired outcomes and
to create value.
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Location, location
ACCA and Chartered Accountants Australia and New Zealand
(CA ANZ) to co-locate in several important markets
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In the run-up to the first

strategic alliance has enabled

focusing on four key areas:

strategic alliance between

us to provide powerful joint
leadership on behalf of the

*

increasing the profile of

ACCA and CA ANZ, the
two organisations have

profession in areas such as

agreed to co-locate staff in

tax reform and integrated

*

enhancing support to

a number of strategically

reporting,’ said ACCA

critical markets.

president Brian McEnery.

At a summit meeting in

66

CA ANZ and ACCA are

‘Over the last year, our

anniversary of the landmark

‘As we head towards the

both brands worldwide
members and wider
stakeholders

*

contributing to the
development of the

Singapore convened to

second year of this important

profession and business

review year-one progress

relationship, we want to

world

and identify opportunities to

strengthen the way we work

strengthen the relationship,

together by co-locating staff

it was agreed that teams in

in order to collaborate on

London, Singapore, Kuala

key projects and initiatives

Lumpur and Hong Kong

and better support our

Read more at accaglobal.

will co-locate.

members,’ he added.

com/alliance.

*

demonstrating the
strength of a progressive
alliance across the
accounting sector.
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