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About the  
Audit Committee Institute
Recognising the increasing importance of governance issues, the Audit 
Committee Institute Ireland (ACI) has been established to serve both 
audit committee members and non-executive directors to help them 
to adapt to their changing roles.

Historically, those charged with governance responsibilities have 
largely been left on their own to keep pace with rapidly changing 
information relating to governance, remuneration, audit issues, 
accounting and financial reporting. Supported by KPMG, the ACI 
provides knowledge to non-executive directors and a resource to 
which they can turn to for information, or to share knowledge.

Our primary objective is to communicate with all senior 
business people to enhance their awareness and ability to 
implement effective board processes.

The ACI aims to serve as a useful, informative resource for 
members in such key areas as:

  Governance, technical and regulatory issues

  Sounding board for enhancing all board committees’ 
processes and policies

  Surveys of trends and concerns.

The ACI is in direct contact with over 1,000 members. 
For more information on the activities of the ACI, 
please visit our website at: www.kpmg.ie/aci.
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Welcome to the latest edition of Quarterly, 
a publication designed to help keep audit 
committee members and non-executive 
directors abreast of developments in areas  
of corporate governance and related matters.

The key topics covered in this  
issue include:

 Annual Reports: rules for 
preparation versus user needs

 Is the Audit Committee’s workload 
reaching a tipping point?

 How the Board can help capture 
more value in M&A

 Online privacy and customer data 
– corporate risk or competitive 
advantage?

 Are finance shared service centres 
adequately managing fraud risks?

 Regulatory updates

 Financial reporting matters

I hope you will continue to enjoy 
the ongoing benefits of ACI. Please 
contact us at aci@kpmg.ie with any 
comments or suggestions of topics 
you would like to see covered  
and visit our website at  
www.kpmg.ie/aci for further 
information on the institute. 

David Meagher

Chairman 
Audit Committee Institute Ireland  
Partner Audit 
KPMG in Ireland



Annual Reports: rules for 

preparation versus user needs

A recent Audit Committee Institute roundtable 
discussed views on the information contained 

in Annual Reports from the perspective of 
various stakeholders. The roundtable centred 

on the analyst’s view of annual reports, the 
regulator’s view of annual reports and new 

reporting requirements for Audit Committees. 
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The roundtable was attended by 
over 20 audit committee members 
of Irish public companies, and 
featured challenging questions and 
a stimulating exchange of views.
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The analyst’s view was provided by 
Barry Dixon, Head of Research at 
Davy Stockbrokers. Barry discussed 
how analysts review annual reports 
and company presentations, with 
a particular focus on the areas 
they find of most interest, and 
potential areas of improvement. The 
regulator’s view was provided by 
Michael Kavanagh, Head of Financial 
Reporting at IAASA. Michael gave 
his personnel perspective on 
compliance, areas of emphasis of 
IAASA reviews, and likely future 
developments. Conall O’Halloran, 
Head of Audit at KPMG, outlined 
the new Audit Committee reporting 
requirements, which are effective 
for 2013 year ends. These include 
requirements to discuss, in the 
Annual Report, the significant issues 
considered by the Audit Committee 
in relation to the financial statements 
and how these were addressed.

A. Analyst’s view

In a world where information 
“overload” is a real possibility, the 
annual report is one of many tools a 
company has to communicate with 
its stakeholders (see chart attached). 
For context, Barry cited a recent 
statistic that, up to 2003, humanity 
had created 5 billion gigabyte worth 
of information in total. Today, we 
generate that amount of data every 
two days. The annual report provides 
a real opportunity for companies to 
present a snapshot of their corporate 
strategy and historical results in an 
informative way. Infographics and 
timelines are good aides to use in 
presenting the company story. 

Analysts have most interest in 
the parts of the annual report that 
discuss the strategy, business 
review, management report and 
financial performance. Key financial 
statement notes are also important 
to gain an understanding of risk 
areas, such as models used to 
assess potential impairment of 
goodwill. The corporate governance 
section, while recognised as 
important, is less of a focus area. 

“Strategy in a tweet”: analysts 
appreciate those companies that can 
clearly and concisely articulate their 
strategy and value proposition. DCC 
was cited as a very good example 

- “To build a growing, sustainable 
and cash generative business which 
consistently provides returns on 
total capital employed significantly 
ahead of its cost of capital”1. In 
some annual reports it can be hard 
to decipher what the company’s 
strategy is, with the business 
review focusing on the detail of why 
movements in financial statement 
captions have happened, with no 
tangible link back to the underlying 
strategy.

Speaking more broadly, Barry 
indicated that earning announcements 
are an opportunity for companies 
to communicate with stakeholders 
in advance of publishing the Annual 
Report. When considering earning 
announcements, analysts will 
typically read the guidance provided, 
understand the current period outturn, 
understand the business review and 
link this into the industry dynamics. 

The earnings call is a chance for 
senior management of the company 
to demonstrate their capabilities 
by communicating not only their 
knowledge of their own company and 
the great things they are doing, but 
also by showing an ability to link this 
into what is happening in the industry 
and the effects that changes in the 
industry might have on their business.

With the introduction of IFRS for 
public companies in 2005, and many 
initiatives in corporate governance, 
the length of annual reports has 
increased significantly. However, 
the part of the document of most 
interest to analysts, the business 
review, has remained unchanged. To 
illustrate this point, Barry presented 
a summary from a public company 
in Ireland comparing the number of 
pages in 2002 and 10 years later, in 
2012 – see table.
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Site Visits

PLC

Regulatory
Filings

AGM

Capital
Market 

Days

Investor
Meetings

WebsiteAnnual
Report

Results
Presentations

Corporates communicate with stakeholders in many ways

>> PLC interaction with the market

Source: Barry Dixon presentation - 1 October 2013

2002 2012 Increase

Number of pages - total 96 139 43

Number of pages - business review 36 36 -

Corporate governance report 2 16 14

Directors’ reports 8 17 9

Financial statements & notes to the accounts 33 51 18

Other information 17 19 2



B. Regulator’s view

Michael Kavanagh explained to the 
audience that the views expressed in 
the roundtable discussions were his 
own and do not necessarily reflect 
the views of the Board, individual 
Board members or the staff of 
IAASA.

Michael explained that in IAASA’s 
role as accounting enforcer in Ireland 
can be analogised to a referee. 
IAASA “referees” adherence to 
accounting standards for companies 
within its remit, “blowing the 
whistle” when it encounters a 
potential inappropriate departure 
from accounting standards. At that 
point, IAASA has the option to give 
a “free kick” or issue a “red card”. 
The “yellow card” option is not 
yet available to IAASA for reasons 
discussed below.

A “free kick” equates to interaction 
with the issuer, generally in the 
form of a letter or a meeting, with 
the issuer undertaking to correct 
the accounting or disclosure matter 
in future periods if it is found 
deficient. IAASA has the power 
to give a direction requiring the 
issuer to revise the information in 
accordance with IAASA’s previous 
communication, inclusive of seeking 
an order of confirmation from the 
High Court to carry out that  
direction2 (a “red card”).

A “yellow card” would equate to 
a public reporting regime, similar 
to the publication of comment 
letters regime the SEC uses. 
The provisions of section 31 of 
the Companies (Auditing and 
Accounting) Act, 2003 prohibit IAASA 
from a public reporting regime. 
Section 31 imposes a statutory 
duty of confidentiality on IAASA, 
meaning that information obtained 
in the performance of the IAASA’s 
functions and the exercise of its 

powers may only be disclosed in 
accordance with law.

IAASA’s examinations include the 
following:

 full scope (based on risk 
assessment criteria)

focused

follow-up

thematic

topical surveys.

Out of 92 financial reports examined 
in all categories in 2012, 133 matters 
were raised with issuers’ directors, 
and 115 undertakings were provided 
for improvements.

Common trends that emerged 
included:

provisions – recognition, 
measurement and disclosure

presentation of items in the 
Income Statement

disclosure of key management 
personnel compensation

re-statement without required 
disclosures

risk disclosures

alternative performance measures

deferred taxation – recognition of 
deferred tax assets

recognition & measurement of 
uncertain tax positions

Priorities for IAASA during the 2014 
examinations will include:

impairments

provisions

deferred tax assets

accounting for retirement benefits 
(IAS 19)

alternative performance measures

layout of Income Statement  
(IAS 1)

forbearance disclosures

disclosure overload debate

Addressing a line of questioning 
from the roundtable participants, 
Michael picked up on the theme of 
exceptional items. He would share 
the view that exceptional items are 
not favoured, especially if there 
is no clear link to the impact on 
comparative amounts. However, 
Michael noted that the standards 
do not prohibit such items. IAASA’s 
publication “Commentary on the 
application of certain aspects of 
IAS 1 Presentation of Financial 
Statements by selected Irish equity 
issuers”3 released in October 
2013, provides additional guidance 
to issuers as to what they need 
to do to communicate to users 
what is included in terms such as 
“operating profit” or “exceptional” 
items. Key messages include the 
consistency of treatment of items 
as exceptional (be they income or 
expense), comparability year on year 
and disclosure of the components 
and accounting policy in relation to 
exceptional items.
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1. Page 4 of DCC 2012 annual report 

2. Powers of IAASA are outlined at www.iaasa.ie/about/powers.htm 

3. Available at https://www.iaasa.ie/publications/IAS1/ebook/IAS1_Commentary.pdf 
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C. Audit Committee reporting 

requirements presented by  

Conall O’Halloran

The audit report included in the 
Annual Report is the only externally 
visible deliverable by the auditor 
in most instances. It is commonly 
recognised among board directors 
and commentators that a significant 
amount of audit effort and discussion 
of key risks and judgments occur 
before this “boiler plate” audit 
report is issued. The value of the 
audit really lies in that work and 
discussions, in particular, in the 
auditor presentation to the audit 
committee and the robust discussion 
typically that follows. 

New requirements imposed by 
the UK Corporate Governance 
Code require the directors to 
state that the annual report and 
accounts as a whole are fair, 
balanced and understandable; and 
provide the information necessary 
for shareholders to assess the 
company’s performance, business 
model and strategy. These 
requirements also specifically state 
the audit committee include a 
section outlining how it discharged 
its responsibilities, including the 
matters that were communicated 
to it by the auditor, and how these 
matters were addressed (the “Audit 
Committee Statement”).

Separately, new ISA requirements 
for auditors require the auditors to 
comment on: 

the consistency of the Directors’ 
Statement on “Fair, balanced and 
understandable” 

the consistency of the Audit 
Committee Statement

the auditors’ own assessment of 
risks of misstatement, materiality 
and scope of the audit.

The auditor must describe the 
assessed risks of misstatement and 
which had the greatest effect on:

the overall audit strategy

the allocation of resources in the 
audit

directing the efforts of the 
engagement team.

The combination of the new 
requirements creates a “double 
lock”. The Audit Committee outlines 
what it discussed with the auditor; 
and in turn the auditor confirms that 
this is consistent and, separately, 
outlines what they discussed with 
the Audit Committee. This ensures 
that the value of the audit, previously 
perceived as being reserved for the 

Audit Committee meeting room, will 
be a matter of public record. 

Vodafone Group Plc early adopted 
the new requirements for the 
year ended 31 March 2013. Other 
companies have now filed under this 
new regime, which commences for 
years ended 30 September 2013.

Conall explained that certain 
companies currently voluntarily apply 
the UK Corporate Governance Code 
with phrases such as “strives to 
apply”, “in as far as possible” or 
“follows the principles and ethos” 
included in their Annual Reports. In 
using such phrases these companies 
sometimes do not explain which 
aspects of the code they are 
applying and which aspects they 
believe are not applicable to them. 
Companies voluntarily applying the 
UK Corporate Governance Code 
will now have to fully opt in, or opt 
out. If they opt in, they will be in 
scope for the new requirements on 
audit committees and auditors as 
described above.
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Are you satisfied that your audit committee has the time 
and expertise to oversee the major risks on its agenda 
in addition to carrying out the audit committee’s core 
oversight responsibilities? We recently posed that question 
to the audit committee members and directors attending 
KPMG’s Audit Committee US Roundtable series - and while 
a third said “yes,” more than half said it is “increasingly 
difficult or unrealistic” for the audit committee to 
effectively oversee the range of risks currently on its plate.

Is the Audit Committee’s  
workload reaching a tipping 
point?
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While survey after survey suggests 
that primary responsibility for “risk 
oversight” often resides with the 
full board, many audit committees 
continue to say they have primary 
responsibility for a host of risks 
beyond financial reporting - such 
as operational, supply chain, IT, 
cybersecurity (including data 
privacy and protection of IP), 
and compliance - as well as the 
company’s overall risk management 
processes. All of this points to 
the importance of having a robust 
boardroom discussion about what 
does and does not belong on 
the audit committee’s plate, and 
what’s realistic - particularly, as the 
risk environment becomes more 
complex and faster-paced.

The audit committee’s “core” duties 
- overseeing financial reporting and 
controls, as well as external and 
internal auditors - are a substantial 
undertaking and time commitment. 
Yet, many audit committees have 
oversight responsibilities for a range 
of other risks that have become 
increasingly complex and challenging 
in the new business environment 
- from operational and compliance 
risks posed by globalisation 
and the extended organisation 
(partners, suppliers, vendors, etc.), 
to the risks posed by emerging 
technologies, social media, and 
an increasingly digitised world, to 
compliance risks posed by increased 
government regulation and stepped-
up enforcement efforts globally. If 
the board doesn’t have a finance 
committee, the audit committee 
may also have responsibility for a 
fourth category: “financial risks,” 
such as cash flow, access to capital, 
debt covenants, etc.

A key question for every board 
and audit committee is whether 
the audit committee’s portfolio of 
risk oversight responsibilities is 
appropriate and realistic - for today 
and tomorrow. As directors consider 
this question, we recommend three 
areas of focus:

How does the board allocate 

among its committees the 

responsibility for oversight of 

the major substantive areas of 

risk - as well as responsibility for 

oversight of the company’s risk 

management processes? How 
rigorous is the allocation process? 
Who is involved? What factors are 
considered? What is the logic behind 
the allocation? How frequently 
is the process revisited? Has the 
board solicited feedback on the 
effectiveness of the process as part 
of its annual self-evaluation?

How have board governance and 

oversight processes changed - 

and advanced - as the business 

and risk environment has become 

more complex? Are the roles of the 
board, audit committee, and other 
committees clear? Have we made 
changes to our committee structure 
or the allocation of risk oversight 
responsibilities? Do directors have 
a shared view as to the three, four, 
or five most significant risks facing 
the company? Are we allocating 
adequate board and committee 
time to these risks? Do we have 
the right people - who understand 
the business and are willing and 
able to ask the right questions? 
How effective are our boards and 
committees in coordinating and 
communicating their risk oversight 
activities?

Given the time required to carry 

out its core responsibilities - 

oversight of financial reporting 

and controls and oversight 

of external and internal 

auditors - what risk oversight 

responsibilities are appropriate 

for the audit committee? How 
much time can or should the audit 
committee devote to these risk 
oversight responsibilities? Does 
the committee have the necessary 
expertise and skill sets in these 
areas? Is there a need for an 
additional committee - such as a risk 
committee, a technology committee, 
a compliance committee, or a 
finance committee? 

Whether the audit committee 
has the room on its plate and 
the expertise to oversee a range 
of complex and critical risks, 
e.g., globalisation, emerging 
technologies, cybersecurity, social 
media, compliance, and financial 
risks - as well as the company’s risk 
management processes - will likely 
depend on the size and complexity 
of the company, including the 
scope of its international operations. 
Indeed, some audit committee 
chairs tell us they are comfortable 
overseeing a broad range of risks. 
Clearly, maintaining the requisite 
focus on the audit committee’s 
core oversight responsibilities - a 
significant undertaking in itself - 
is job number one, and all audit 
committees and boards should take 
time to consider whether the audit 
committee’s workload is reaching a 
tipping point.

13%

55%

32%

Yes - but increasingly unrealistic

Yes

No

Source: KPMG’s 2012 Feb Audit Committee
Roundtable series

Are you satisfied that your audit 

committee has the time and 

expertise to oversee risks such 

as IT risks, the company’s risk 

management process and other 

legal/regulatory compliance risks 

in addition to carrying out the 

audit committee’s core oversight 

responsibilities?
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How the Board can help capture  
more value in M&A

Fuelled by higher stock prices, lower interest rates 
and cash-heavy balance sheets, corporate deal-
making has increased steadily from 2008 lows. In 
the months ahead, with conditions conducive to 
M&A activity, many audit committees and boards 
will be faced with the formidable challenge of 
evaluating an acquisition and helping to ensure 
the deal delivers the value that it should.
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Historically, many deals fall short 
of expectations - for a variety of 
reasons, from valuation overreach, 
to optimistic projections, to failed 
due diligence, to poor post-merger 
planning and execution. By engaging 
in critical aspects of the M&A 
process - particularly early and after 
the deal closes - boards and audit 
committees can help increase the 
likelihood of a successful outcome 
(even if that means not doing a deal 
at all).

To this end, we offer the following 
suggestions as to how the board 
and audit committee can help their 
companies capture more value in 
M&A.

Test alignment of the deal with 

the company’s strategy, and 

challenge the value-creation 

potential

The board should understand the 
company’s strategy, including 
its organic and strategic growth 
opportunities as well as key “gaps”-
e.g., in talent, technology, new 
products and markets-and whether 
the company’s deal pipeline has 
the potential to fill those gaps. 
Importantly, don’t “fall in love” 
with the deal: Maintain the board’s 
objectivity, be sensitive to possible 
management bias, and ensure that 
any concerns raised by the due 
diligence and integration teams are 
not overshadowed by pressures to 
get the deal done. Balanced due 
diligence is not simply a matter of 
asking “Why not do the deal?’ but 
also “Why should we do the deal?”

In its oversight role, the audit 
committee can play a key role in 
helping to scrutinize the financial 
assumptions and economic impact 
of a deal, as well as the related 
financing. The audit committee 
should also consider the implications 
for the company’s own cost of 
capital, balance sheet, and other 
assessments of financial strength.

After the deal closes, integration 
risk and execution risk-including 
cultural integration-should continue 
to be critical areas of focus. Is 
accountability for achieving synergies 
clear? Who is responsible for the 
execution of the merger integration 
plan? The board should also help 
ensure that senior management 
maintains its focus and energy 
throughout the integration 
process. Even with a robust plan, 
contemplated synergies are often 
never achieved, integration can prove 
much harder than envisaged, and 
metrics to monitor performance are 
often not established. The board can 
also emphasise the importance of an 
M&A post-mortem.

Clarify the roles of the full board 

and audit committee

Oversight roles will vary by company, 
but generally, the full board is 
responsible for strategic aspects 
of the deal - strategic alignment 
and value creation potential – with 
oversight of certain execution 
aspects of the transaction allocated 
to the audit committee. For deals 
that are particularly large or complex, 
the board may need to consider 
forming a special committee.

The board and audit committee 
can start adding value well ahead 
of a deal coming into play by 
helping to ensure that each phase 
of management’s M&A process - 
strategy, valuation, financing, due 
diligence, closing, and integration - is 
robust and rigorous.

Closely monitor key aspects of 

the due diligence process before 

approving the deal

Test the valuation assumptions and 
vet the financial and strategic health 
of the target, including assumptions 
about customer behaviour and 
product lifecycle. Understand the 
target’s key financial, operational, 
and market risks, and consider 
the organisational and cultural 
differences as well as the human 
capital impact of the deal for both 
the target and the acquirer. Are 
there potential cultural mismatches, 
particularly across geographies? How 
aggressive are internal forecasts 
for growth and customer retention? 
The more robust and invasive the 
due diligence process is, the higher 
the likelihood of the deal ultimately 
proving successful.

Be mindful of potential pitfalls. 
For example, how dependent is 
the deal’s success on the people, 
customers, vendors and suppliers 
of the target company? Here, the 
audit committee can play a key role 
in evaluating various financial and 
operational risks and controls. Is 
the target’s accounting aggressive 
or conservative? What is their 
policy on reserves? What about 
the culture around compliance and 
internal controls? Are there ethical or 
regulatory concerns in the countries 
where the target operates?

Examine the post-merger 

integration plan in detail, and 

track performance against the plan 

A detailed, robust post-merger 
integration plan should be developed 
early on and adjusted during the 
due diligence process as needed. 
For audit committees, this is 
particularly important because 
oversight responsibility for the 
acquired company’s financials - e.g. 
for financial reporting and controls, 
establishing reserves, internal audit’s 
focus, etc. - starts on Day 1.

Brian Heckler; Transaction Services 
partner; KPMG LLP, contributed to 
this article.
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People are naturally concerned about the safety of 
personal data held by businesses which they interact 
with online. “Is it secure?” and “How is it being 
used and shared?” being the two big questions.

 
Online privacy and customer  
data – corporate risk or  
competitive advantage?
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However, this issue is complicated 
for companies by the need to ensure 
that they are not only complying with 
legal and regulatory requirements 
but also the ethical expectations and 
aspirations of their customers – ‘the 
right to be forgotten’ and ‘privacy 
by default’, for example. This is 
made harder by the fact that the 
expectations of customers vary from 
culture to culture and from person to 
person.

However, it is clear that the direction 
of travel is for the legal burden of 
proof regarding online privacy to be 
shifting from the individual, needing 
to prove that their private data has 
been used inappropriately, to the 
business needing to prove that 
customer data is being managed and 
used appropriately.

For example, the proposed overhaul 
of the European Data Protection 
Directive to modernise and 
harmonise privacy requirements 
across EU member states, is 
expected to be completed by 
mid 2014, followed by a two-year 
compliance window. This regulation 
is likely to have an impact on 
businesses of all sizes and places 
privacy at the heart of personal data 
processing.

As a result, the need to understand 
privacy obligations and risks will 
move higher up the corporate 
agenda. Businesses need to be able 
to answer tough questions such as, 
“Do we have a clear view of what 
personal data is being processed 
where, by who and for what 
purpose, both within our organisation 
and by third party suppliers?” and 
“Are we confident in our ability to 
detect and manage a data breach 
effectively?”

It could also be argued that there is a 
gap which currently exists between 
the way customers believe that 
their personal information is being 
used and the way that it is actually 
being used by many businesses – 
the combination of opaque privacy 
guidelines and policies and naive 
internet users has the potential, 
sooner or later, to lead to customers 
losing faith in their favourite brands 
and damaging corporate reputations.

Of course, it’s important to balance 
the risks associated with the privacy 
of consumer data with the benefits 
of the internet. If organisations want 
to make use of customer data, they 
need to effectively sell the benefits 
to their customers of sharing their 
data. For example, understanding 
customer preferences should reduce 
the likelihood of them being targeted 
with irrelevant information, products 
and services.

Online research businesses are a 
good example of how the benefits 
of consumers sharing data about 
themselves can be packaged in an 
appealing and transparent way. These 
companies offer rewards such as 
payments, gifts and special offers 
in return for participating in surveys. 
The survey results are then sold. The 
process is simple and the benefits to 
both parties are clear.

There is a similar relationship 
between providers and users of 
social media services. The providers 
get a rich source of consumer 
data and users get access to the 
social media tools. Compare this 
situation with the general resistance 
to government agencies having 
access to the personal information 
of its citizens – here, the benefits of 
sharing personal information have 
arguably been articulated far less 
effectively. 

Considering the issue of online 
privacy from an alternative 
perspective, there is the potential for 
businesses to achieve a competitive 
advantage by aligning their online 
privacy standards with customers’ 
ethical standards and using it as a 
point of differentiation. 

Would customers pay a premium 
to interact with such a business? 
Consider the appeal to customers 
of no more long and complex 
legal statements about how data 
may be used, no more wondering 
if their data will be sold on to a 
chain of third parties because of 
a complex clause that they have 
unwittingly agreed to. Instead, a 
simple statement confirming that 
a business will not sell customer 
data, will do everything reasonable 
to protect it and will not buy data 
from sources where self-published 
personal customer information has 
been analysed. 

As more of our lives are spent in 
the virtual world, consumers will 
have ever more at stake – and they 
will have more to lose should their 
privacy, in their view, be exploited 
by businesses. As a result, online 
privacy and customer data are issues 
which will require an increasingly 
sophisticated response.

Article by 

Kirsten Mycroft, Jessica Tay  
& Susan Sharawi

Information Protection and 
Business Resilience Practice, 
KPMG in the UK
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Are finance shared service  
centres adequately managing 
fraud risks?

Finance shared service centres (FSSC) have become an 
essential part of many organisations, but they require a 

paradigm shift in the way businesses manage fraud risks.
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FSSC adoption is being driven by 
pressure to reduce overheads. With 
consumer confidence low, many 
businesses see cutting costs as the 
key way to boost profits. 

FSSCs can improve efficiency by 
combining back office functions 
that used to be duplicated across 
departments and standardising 
processes. They can cut costs by 
locating offshore in areas with 
cheaper labour. 

As a result, more organisations 
are using FSSCs for their finance 
function or emphasising their role: 
pushing more services to the FSSC, 
increasing scale and continuously 
improving processes.

Fraud risks 

But the same process-driven 
efficiency that makes FSSCs attractive 
may create fraud risks. Employees 
may not challenge suspicious 
requests when they are told to handle 
all tasks the same way. With access 
to commercial secrets and customer 
data, they may unwittingly give out 
sensitive information. 

For instance, a recent KPMG 
investigation uncovered an FSSC 
where employees fraudulently 
withdrew $400,000 from customer 
bank accounts. Fraudsters’ agents 
got jobs in the FSSC and built 
a picture of how standardised 
procedures dealt with different 
requests. They exploited gaps in 
the security checks to make bogus 
payments. 

Focusing exclusively on efficiency 
also creates blind spots, which 
fraudsters can use. In another FSSC, 
weak IT controls let employees 

alter customers’ credit ratings. This 
caused disruption when the business 
made bad loans and received 
complaints from angry customers. 
Employees also had access to trade 
data which could have been leaked 
to rivals. 

Transactional mindset

Even where secure systems are 
in place, the transactional mindset 
in FSSCs can drive inappropriate 
behaviour. One FSSC processed £5m 
in fraudulent transactions despite 
numerous red flags because staff did 
not understand the transactions and 
had not received fraud awareness 
training.

Even where employees knew 
what to look for, many felt unable 
to challenge transactions because 
they are encouraged to focus on 
completing their immediate task as 
quickly as possible.

This potentially opened the 
organisation up to regulatory action, 
and could have severely dented its 
reputation.

Measures to consider taking

Organisations can combine action 
to reduce their fraud risks with 
optimising the performance of 
FSSCs.

This includes both controls to help 
stop particular instances of fraud, 
and sustainable measures to shift 
behaviour so fewer frauds are 
attempted. We believe the best 
place to start is with a review of 
processes to ensure they conform 
to documentation and to eliminate 
waste. It’s also worth automating 
manual controls to speed up 
execution and reduce risk of misuse.

Of course, processes are not the 
only area to explore. How often 
are prospective employees pre-
screened? Evidence suggests the 
answer is simply ‘not enough’, but 
this should be changed to exclude 
known fraudsters and recruit the 
right skills for each role.

Too often organisations leave things 
to chance. Another step they should 
be taking is assessing fraud and 
business risks and conducting 
performance tests, ensuring regular 
training happens so employees 
understand fraud risks and avoid 
processing errors. They should also 
empower employees to understand 
transactions and suggest continuous 
improvements.

Integration

In the longer term, organisations 
need to foster the right culture. 
Fewer frauds will occur in FSSCs 
with the same risk awareness, 
whistle-blowing arrangements and 
tone from the top as the wider 
business.

Yet, the key barrier to this culture 
is the lack of integration between 
FSSCs and wider businesses. 
Where FSSCs are seen as separate 
walled entities, organisations 
can concentrate on short-term 
profitability while local managers 
focus on efficiency at all costs.
We believe the solution is to build 
strong partnerships. Regular and 
open discussion can draw all 
stakeholders’ attention to what really 
matters. Service level agreements 
can be redesigned to better 
encourage collaboration. They may 
eventually become unnecessary as 
the FSSC integrates seamlessly into 
the wider business.

Remember that even if you don’t see your  
FSSC as an integrated part of your 
business, it could still tarnish your 
reputation if things go wrong.

Article by 

Priya Giuliani 
Director, Risk Consulting KPMG  
in the UK
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Local regulatory  

update

At the turn of the year, the Companies Bill continued to 
be work-in-progress, as does the EU Audit Regulation. 
The Central Bank of Ireland has a large number of projects 
underway and the Financial Reporting Council has also been 
active in progressing its agenda for advancing standards 
of governance. And there is some prospect of new 
regulatory activity in the areas of charities and pensions. 
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The Companies Bill completed 
Committee Stage in November and 
will move on to the Report Stage 
during 2014. A considerable number 
of amendments were proposed and 
- for the most part - agreed during 
Committee Stage. These include 
the introduction of a time limit for 
the directors’ declaration under the 
Summary Approval Procedure: the 
required statement that the company 
will remain able to pay its liabilities 
is now limited to twelve months, 
which is a welcome change.

There are likely to be some further 
amendments during Report Stage 
but if approached with the same 
consensus and support as during the 
Committee Stage, the completion of 
the Bill may not be too long delayed. 

Potential impact of EU audit 

reform proposals 

Finalisation of the EU audit reform 
proposals came a little closer during 
December, when the European 
Parliament, Council and European 
Commission representatives agreed 
on a package of compromise 
proposals which were then approved 
by Member States on 18 December 
2013. There is now work to do in 
order to prepare the final text, which 
is due to be put to a plenary vote in 
the EU Parliament in February 2014, 
giving some possibility that the new 
requirements - which will affect 
audits of all companies listed on a 
regulated market and other public 
interest entities as currently defined 
by SI 220 in Ireland (credit institutions 
and insurance undertakings), with 
an option for member states to add 
others - will be in place before the 
upcoming European elections this 
summer. 

The agreed proposals continue to 
include mandatory rotation of audit 
firms, required after ten years, 
though this may be extended to a 
maximum of twenty years if a public 
tendering process for the statutory 
audit is conducted – and twenty four 
years for joint audit appointments. 
This is much closer to preferences 
expressed in Ireland and the UK and 
the FRC has welcomed it. 

Significant restrictions on non-
audit services remain, however. 
These, if put in place along the 
lines of the compromise package, 
will severely restrict the ability of 
boards to commission work currently 
acceptable under the FRC’s Ethical 
Standards and those issued by 
IFAC. This is highly likely to include 
any form of tax services: despite a 
member state option to allow tax 
(and valuation) services, this is only 
permissible if there is either no direct 
effect, or an immaterial effect, on the 
company’s financial statements. 

The extent of all non-audit services is 
also limited to 70% of the audit fees 
aggregated over three years.

Other company law developments 

The Companies (Miscellaneous 
Provisions) Act 2013 made rapid 
progress through the parliamentary 
process: introduced in early 
November, it was signed into law on 
24 December 2013. The Act’s main 
purpose is to facilitate effective use 
of the examinership process – but 
also includes a number of other 
amending provisions, including 
provisions enabling levies to be 
imposed on statutory auditors and 
audit firms in relation to audit 
quality assurance – bringing IAASA’s 
oversight of public interest entity 
audits a little closer. 

Text of Act: http://www.oireachtas.

ie/viewdoc.asp?fn=/documents/

bills28/bills/2013/10913/

document1.htm 

The Department also consulted 
on EU proposals to require larger 
companies to disclose, in their annual 
reports: 

 specified information on 
environmental, social and 
employee, respect for human 
rights, anti-corruption and bribery 
matters

specified information on the 
company’s diversity policy. 
http://www.djei.ie/commerce/

companylawlegislation/

publications.htm 

Financial services 

The Central Bank of Ireland had 
an active second half to 2013. 
The Central Bank (Supervision and 
Enforcement) Act 2013 came into 
effect and, leaving aside routine 
regulatory activity, research and 
high profile actions such as that 
relating to Newbridge Credit Union, 
it issued eleven consultation papers 
(see Table), a number of feedback 
statements, and finalised updated 
requirements in relation to the 
communications with auditors under 
the ‘Auditor Protocol’ and corporate 
governance of credit institutions 
and insurers. Work continues on 
other areas, such as client assets, 
and the Bank is also consulting on 
governance of credit unions. 

The Auditor Protocol was initially 
issued in 2012 and provides 
a framework for exchange of 
information between the Central 
Bank and auditors - including bi- and 
tri-lateral meetings. This first version 
was applied to firms rated as High 
Impact under the PRISM regulatory 
risk model. The updated Protocol 
keeps the overall structure of the 
arrangements in place but effectively 
applies them across the board - it 
extends the scope of the Protocol to 
non-High Impact firms. It also reflects 
recent changes in legislation in the 
form of the provision in Section 58 
of the Central Bank (Supervision 
and Enforcement) Act, 2013 relating 
to the limitation of liability in the 
reporting of certain matters. The new 
version of the Protocol comes into 
effect from 1 January 2014. 

The revised Corporate Governance 
Code for Credit Institutions and 
Insurance Undertakings was issued 
on 23 December 2013. Key changes 
include: 

  a requirement to appoint a Chief 
Risk Officer, whose role and 
responsibilities are set out in the 
updated Code

 risk and audit committees must 
have at least three members and at 
least one must serve on both 
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 a reduction in the minimum number 
of board meetings required for High 
Impact insitutions, from eleven to 
six annually

 allowance for Chairmen and Chief 
Executive Officers to hold additional 
outside posts, with limits and 
subject to approval by the Central 
Bank. 

The new Code applies from 1 January 
2015. 

FRC matters 

Listed companies and their auditors 
are now well into the first round 
of reporting under the 2012 UK 
Corporate Governance Code, 
discussed in the last issue. At that 
stage, the Financial Reporting Council 
(FRC) had pulled back from dealing 
with going concern and the proposals 
of the Sharman Panel. However it 
did not slow up to any great extent, 
and amongst its other activities in 
the latter part of 2013, issued new 
proposals on the subject in November 
2013. It has also issued commentary 
on how companies should deal with 
exceptional items and a review on 
the way in which materiality is applied 
in audits. 

‘Raising the bar’ for going concern 
disclosure

The FRC issued a consultation 
paper ‘Risk Management, Internal 
Control and the Going Concern Basis 
of Accounting’ in early November 
2013. The new proposal it set out 
to respond fairly comprehensively to 
views expressed on its first attempt 
to implement the Sharman proposals. 
The new proposals take on board 
most of those views - in particular, 
pulling back from use of the term 
in the context of both the basis of 
preparation of accounts and the 
longer term health of the company 
and making a clearer distinction 
between the meaning of going 
concern for the purpose of “front 
end” narrative reporting and how 
it is applied for the purposes of the 
financial statements. 

The new proposals also integrate 
consideration of going concern with 
the broader topic of internal control 
and risk assessment and FRC’s 
intention is to incorporate the final 
version into its guidance on the 
application of the internal control and 
risk management aspects of the UK 
Corporate Governance Code (known 
as the Turnbull Guidance) – which 
it also is updating in this package 
of proposed changes. This new 
guidance will then replace the 2009 
Going Concern and Liquidity Risk: 
Guidance for Directors. Associated 
revisions to the UK Corporate 
Governance Code are proposed. The 
new requirements will apply to all 
entities applying the UK Corporate 
Governance Code (both mandatory 
and voluntary application). Additional 
guidance is provided for banks – 
currently in the UK context, though 
the FRC is also understood to be 
discussing this aspect with the 
Central Bank. 

Overall, the proposals form a much 
improved and more feasible package 
– though some aspects may still 
attract comments. Boards and audit 
committees need to look carefully 
at how their current processes and 
reporting will be affected. 

The Paper is open for comment until 
24 January 2014. 

https://www.frc.org.uk/Our-

Work/Publications/FRC-Board/

Consultation-Paper-Risk-

Management,-Internal-Contr.aspx 

Consistency in the reporting of 
exceptional items

As part of its drive for annual 
reports to be fair, balanced and 
understandable, the FRC has issued a 
Press Release setting out a reminder 
to Boards on the need to improve the 
reporting of additional and exceptional 
items and ensure consistency in 
their presentation – and better clarity 
regarding the effect on the profit 
reported before such items. 

Matters the FRC considers boards 
should consider include: 

the approach taken to identifying 
exceptional items should be even 
handed between gains and losses, 
clearly disclosed and applied 
consistently from one year to the 
next

when items in the same category 
recur each year then consideration 
should be given to including them 
as part of underlying profit

readers should be able to track 
movements of these items in future 
years and reversals should be 
disclosed on a consistent basis with 
the original expense

all significant items which make up 
IFRS profits should be discussed 
in management commentary.
http://www.frc.org.uk/

News-and-Events/FRC-Press/

Press/2013/December/FRC-seeks-

consistency-in-the-reporting-of-

exceptio.aspx

Materiality 

The FRC has published the 
report of its first Audit Quality 
Thematic Review, into the auditor’s 
consideration and application of 
materiality. Information is material if 
its omission or misstatement could 
influence the economic decisions 
of users taken on the basis of the 
financial statements.

The report provides insight into the 
way audit firms apply materiality 
judgment and identifies a requirement 
for greater focus by auditors on 
the needs and expectations of 
users in setting and revising overall 
materiality levels - as well as for 
audit committees to seek to better 
understand the related judgements 
made by auditors. It also makes a 
number of recommendations to audit 
committees and encourages them to 
discuss with their auditors the basis 
for the materiality levels set including, 
in particular, how these reflect the 
needs and expectations of users of 
the entity’s financial statements.



Audit Committee Institute 19 Audit Committee Institute 19

Audit Quality Thematic Review: 
Materiality 

https://www.frc.org.uk/Our-Work/

Publications/Audit-Quality-Review/

Audit-Quality-Thematic-Review-

Materiality.pdf 

Last but not least 

The incorporation of the UK Corporate 
Governance Code into the Listing 

Rules of the Irish Stock Exchange is 
well established and it is of increasing 
importance to Irish companies as 
more seek listings on the London 
Exchange - and the auditing standards 
issued by the FRC apply to both 
jurisdictions. Rather quietly, the 
Department of Jobs, Enterprise and 
Innovation advertised for expressions 
of interest in acting as Ireland’s 
representative on the FRC’s Audit and 
Assurance Council, to be submitted 

by 30 December 2013. Constructive 
and active involvement from Ireland 
in the FRC’s process is to be 
welcomed and should be of benefit 
to both. 

http://www.djei.ie/commerce/

companylawlegislation/A&AC/

Expressions_of_Interest_Invitation.

pdf

Central Bank 

Consultation Pages

Date Document Status /Date Related  
docs

Consultation on the 
Introduction of a Tiered 
Regulatory Approach for 
Credit Unions

This consultation paper 
is an initial consultation 
that sets out Central Bank 
proposals and seeks views 
on the introduction of a tiered 
regulatory approach for credit 
unions.

28/02/2014 CP76 Active

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP75/

Consultation Paper CP75 

FINAL.pdf

26/11/2013 Consultation on Additional Consumer 
Protection Requirements for Debt 
Management Firms

Consultation on Additional Consumer 
Protection Requirements for Debt 
Management Firms

Consultation on Competent 
Authority Discretions and 
Options in CRD IV and CRR

This consultation paper 
signals the Central Bank of 
Ireland’s proposed approach 
and perspectives in relation 
to provisions contained within 
the Capital Requirements 
Directive IV (CRD IV) and 
Capital Requirements 
Regulation (CRR), where the 
competent authority can or 
must exercise its discretion.

01/11/2013 CP74 Closed http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/Pages/

closed.aspx?CPNumber=CP74

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP73/

CP73 Consultation on 

Requirements for Reserving 

and Pricing.pdf

19/09/2013 Consultation on Requirements for 
Reserving and Pricing for Non-Life 
Insurers and Reinsurers

This consultation paper contains a number of 
changes which the Central Bank of Ireland 
proposes to introduce in order to strengthen 
our supervisory framework, including: (1) the 
imposition of Requirements on a statutory 
basis for non-life insurers and reinsurers 
which in turn imposes: (i) a requirement to 
submit a SAO to the Central Bank; and (ii) 
requirements in respect of the SAO regime 
and the governance of reserving, including 
requirements for the internal audit function 
of such companies; and (2) the prescription 
of the signing actuary role as a Pre-Approval 
Control Function.

10/12/2013 CP73
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http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP72 

Consultation on the 

Review of the Handbook of 

Prudential Requirements/

Consultation Paper 72 on 

Prudential Handbook FINAL.

pdf

30/08/2013 Consultation on the Review of the 
Handbook of Prudential Requirements 
for Authorised Advisors and Restricted 
Intermediaries

In this consultation paper the Central Bank 
is setting out proposed changes to existing 
prudential rules and also some clarifications in 
relation to industry practice.

29/11/2013 CP72 Closed http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/Pages/

closed.aspx?CPNumber=CP72

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP71 Client 

Asset Regulations and 

Guidance/Consultation Paper 

- Client Asset Regulations  

Guidance  2 August 2013.pdf

02/08/2013 Client Asset Regulations & Guidance

The proposed Regulations and Guidance 
aim to enhance the Central Bank’s client 
asset regime by minimising the risk of loss 
or misuse of client assets while the firm 
is a going concern and in the event of the 
insolvency of a firm to return those assets to 
clients as efficiently and cost effectively as 
possible.

31/10/2013 CP71 Closed http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/Pages/

closed.aspx?CPNumber=CP71

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP70/

Consultation on the 

Authorisation Requirements 

and Standards for Debt 

Management Firms.pdf

30/07/2013 Consultation on the Authorisation 
Requirements and Standards for Debt 
Management Firms

Consultation on the Authorisation 
Requirements and Standards for Debt 
Management Firms and the Amendment of 
the Minimum Competency Code 2011

23/09/2013 CP70 Closed http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/Pages/

closed.aspx?CPNumber=CP70

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP69 

Consultation on the Review 

of the Corporate Governance 

Code for Credit Institutions 

and Insurance Undertakings/

Consultation on the Review 

of the Corporate Governance 

Code for CIs and Ins 

Undertakings.pdf

01/08/2013 Consultation on the Review of the 
Corporate Governance Code for Credit 
Institutions and Insurance Undertakings

Consultation on the Review of the Corporate 
Governance Code for Credit Institutions and 
Insurance Undertakings

01/10/2013 CP69 Closed http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/Pages/

closed.aspx?CPNumber=CP69

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP68/CP68 

Consultation on types of 

alternative investment funds 

under AIFMD and unit trust 

schemes under the Unit 

Trust Act 1990.pdf

19/07/2013 Consultation on types of alternative 
investment funds under AIFMD and unit 
trust schemes under the Unit Trust Act 
1990 (including EUTs, REITs etc.)

Consultation on types of alternative 
investment funds under AIFMD and unit 
trust schemes under the Unit Trust Act 1990 
(including EUTs, REITs etc.)

11/10/2013 CP68 Closed

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP67 

Consultation on 

Authorisation of Firms 

Funds and Intermediaries/

CP67 Consultation on 

Authorisation Service 

Standards.pdf

26/07/2013 Consultation on Authorisation of Regulated 
Firms, Funds and Intermediaries: Process 
Improvements and Service Standards

This paper describes the programme of 
work at the Central Bank to improve the 
authorisation processes applied to firms, 
funds and intermediaries with the goal 
of improving efficiency and timeliness 
of response, while maintaining rigorous 
assessment of new applicants. This paper 
also sets out proposed new service standards 
for authorisation activities across a variety 
of sectors and the proposed dates for their 
introduction.

28/10/2013 CP67 Closed http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/Pages/

closed.aspx?CPNumber=CP67

http://www.centralbank.

ie/regulation/poldocs/

consultation-papers/

Documents/CP66 Policy on 

the Management of Country 

Risk by Credit Institutions/

Policy on Management of 

Country Risk.pdf

12/07/2013 Policy on Management of Country Risk by 
Credit Institutions

This Policy on Management of Country Risk 
sets out the requirements and supervisory 
perspective of the Central Bank of Ireland 
with regard to ensuring that credit institutions 
have adequate policies and processes in place 
to identify, measure, evaluate, monitor, report 
and control or mitigate Country Risk in their 

Central Bank 

Consultation Pages

Date Document Status /Date Related  
docs
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Financial reporting update

This section provides 
an overview of the key 
developments in IFRS and UK/
Irish GAAP since our last edition. 

The period since the last edition of ACQ has seen significant 
developments in UK and Irish GAAP. The Financial Reporting Council 
(FRC) released a number of exposure drafts and clarifications to 
FRS 102, The Financial Reporting Standard applicable in the UK and 
Republic of Ireland, as it nears the end of its fundamental project to 
replace UK and Irish GAAP. Meanwhile, the IASB issued a number of 
standards or amendments during the period which generally will be 
applicable from 1 January 2014.

Audit Committee Institute 21
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The future of UK and Irish GAAP

Following the publication of FRS 102: 
The Financial Reporting Standard 
applicable in the UK and Republic 
of Ireland by the FRC, the following 
clarifications to that standard have 
been issued: 

The FRC has published the 
clarifications in respect of the matters 
in a compendium which can be 
accessed here: 
http://www.frc.org.uk/Our-Work/

Publications/Accounting-and-

Reporting-Policy/FRS-102-

–-Editorial-amendments-and-

clarification-s.aspx

Ongoing Projects

The FRC has a number of ongoing 
projects in respect of new UK and 
Irish GAAP which are set out below.

In addition, the FRC is reviewing 
the conditions in FRS 102 to classify 
a financial instrument as a basic 
financial instrument. The FRC expects 
to issue an exposure draft of limited 

scope amendments to FRS 102 to 
address this issue in the first quarter 
of 2014.

Further information on these projects 
is available on the FRC website at:
http://www.frc.org.uk/Our-Work/

Codes-Standards/Accounting-and-

Reporting-Policy/The-future-of-

UK-GAAP/On-going-Projects.aspx

IASB activity

New IFRS standards and 
interpretations

The following new IFRS standards or 
interpretations were published by the 
IASB since our last update. 

KPMG publications summarising 
these standards or interpretations are 
available by clicking the links below:

  IFRIC 21 Levies. https://

www.kpmg.com/Global/

en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-09.

aspx

  On 29 May 2013, the IASB issued 
Recoverable Amount Disclosures 
for Non-Financial Assets 
(Amendments to IAS 36) to reverse 
unintended disclosures that became 
effective on 1 January 2013. Prior 
to the amendments, an entity was 
required to disclose the recoverable 
amount of every cash-generating 
unit to which significant goodwill 
or indefinite-lived intangible assets 
had been allocated - i.e. not just 
those for which an impairment loss 
is recognised or reversed. Under 
the amendments, the recoverable 
amount is required to be disclosed 
only when an impairment loss has 
been recognised or reversed.

  Innovation of Derivatives and 
Continuation of Hedge Accounting 
(Amendments to IAS 39 and IFRS 
9). https://www.kpmg.com/

Global/en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-13.

aspx

  Defined Benefit Plans: Employee 
Contributions (Amendments to 
IAS 19). https://www.kpmg.com/

Global/en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-20.

aspx 

  IFRS 9 Financial Instruments 
(provides more hedging 
opportunities) https://

www.kpmg.com/Global/

en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-19.

aspx
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Date 

of 

issue

Section 

of FRS 

102

Issue

2 Aug 
2013

Section 1 
Scope

The early 
application of FRS 
102 by entities 
within the scope 
of a SORP

12 Nov 
2013

Section 12
Other 
Financial
Instruments
Issues

Net investment 
hedges of foreign 
operations that are 
branches

12 Nov 
2013

Section 29 
Income Tax

Deferred tax 
arising on 
a business 
combination

Project Status

FRED 49: Draft FRS 103 
Insurance Contracts

This FRED was issued on 29 July 2013 and the comment 
period closed on 31 October 2013. The FRC is reviewing the 
responses.

FRED 50: Residential 
Management 
Companies

This FRED was issued on 5 August 2013 and the comment 
period closed on 11 November 2013. The FRC is reviewing the 
responses.

FRED 51: Hedge 
Accounting

This FRED was issued on 15 November 2013 and the 
comment period closes on 14 February 2014.

FRED 52: Micro-Entities 
(proposed amendments 
to the FRSSE)

This FRED was issued on 10 December 2013 and the 
comment period closes on 12 February 2014.

Standard or Interpretation Issued 

date

Effective date

IFRIC 21 Levies May 2013 1 January 2014

Recoverable Amount Disclosures for Non-Financial 
Assets (Amendments to IAS 36)

May 2013 1 January 2014

Novation of Derivatives and Continuation of Hedge 
Accounting (Amendments to IAS 39 and IFRS 9)

June 2013 1 January 2014

Defined Benefit Plans: Employee Contributions 
(Amendments to IAS 19)

November 
2013

July 2014

IFRS 9 Financial Instruments November 
2013

TBD (available for 
application)

Annual Improvements 2010 - 2013 December 
2013

Generally 1 July 
2014

Annual Improvements 2011 - 2013 December 
2013

Generally 1 July 
2014
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In addition the following IFRSs, 
narrow scope amendments to IFRSs 
and interpretations are expected as 
follows:

IASB exposure drafts and 
discussion papers

The following exposure drafts were 
published by the IASB during the 
period since the last edition of ACQ:

  Draft Interpretation: Put Options 
Written on Non-Controlling 
Interests. If a parent entity is 
obliged to purchase the shares of 
its subsidiary for cash or for another 
financial asset, the parent must 
recognise a financial liability in its 
consolidated financial statements 
for the present value of the option 
exercise price. The DI proposes that 

all changes in the measurement 
of that financial liability should 
be recognised in profit or loss in 
accordance with IAS 39 Financial 

Instruments: Recognition and 
Measurement and IFRS 9 Financial 
Instruments. 

  Exposure Draft: Insurance 
Contracts. The revised proposals 
aim to provide a consistent basis for 
accounting for insurance contracts 
and to make it easier for users of 
financial statements to understand 
how insurance contracts affect an 
entity’s financial position, financial 
performance and cash flows.

  Exposure Draft: Agriculture: 
Bearer Plants. The ED proposes 
to include bearer plants within the 

scope of IAS 16 Property, Plant 
and Equipment. Bearer plants are 
a class of biological assets that, 
once mature, are held by an entity 
solely to grow produce over their 
productive life. 

  Exposure Draft: IFRS for SMEs: 
Proposed amendments to the 
International Financial Reporting 
Standard for Small and Medium-
Sized Entities. Most of the 
proposed amendments clarify 
existing requirements or add some 
supporting guidance, rather than 
propose changes to the underlying 
requirements in the IFRS for 
SMEs. The proposals are open for 
comment until 3 March 2013.

  Exposure Draft: Equity Method 
in Separate Financial Statements 
(Proposed amendments to IAS 
27). The proposed changes would 
allow entities to use the equity 
method to account for investments 
in subsidiaries, joint ventures and 
associates in their separate (parent 
only) financial statements. 

  Exposure Draft: Annual 
Improvements Cycle 2012 - 2014. 
The ED proposes five amendments 
to four IFRSs. The IASB has 
requested comments on the ED by 
13 March 2014. 

KPMG publications summarising 
many of the above proposals are 
available by clicking the links below:

  Exposure Draft: Insurance 
Contracts.   
https://www.kpmg.com/

Global/en/IssuesAndInsights/

ArticlesPublications/New-on-the-

Horizon/Pages/NOTH-insurance.

aspx 

IFRS, Narrow scope amendment or 

Interpretation

2014 Q1 2014 Q2

IFRS 9 Financial Instruments:

Classification and Measurement (Limited 
Amendments)

Impairment

Revenue Recognition

Interim IFRS (Rate-regulated activities)

Acquisition of an Interest in a Joint Operation 
(Proposed amendments to IFRS 11)

Clarification of Acceptable Methods of 
Depreciation and Amortisation (Proposed 
amendments to IAS 16 and IAS 38)

Equity Methods: Share of Other Net Asset 
Changes (Proposed amendments to IAS 28)

Sale or Contribution of Assets between an 
Investor and its Associate or Joint Venture 
(Proposed amendments to IFRS 10 and IAS 28)
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  Exposure Draft: Agriculture: 
Bearer Plants.   
https://www.kpmg.com/

Global/en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-12.

aspx 

  Exposure Draft: Equity Method 
in Separate Financial Statements 
https://www.kpmg.com/

Global/en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-21.

aspx

Visit KPMG’s Global IFRS Institute for 
our latest publications in respect of 
IFRS developments.

Further exposure drafts expected are 
as follows:

The following discussion paper was 
published by the IASB during the 
period since the last edition of ACQ.

  Discussion Paper: A Review of the 
Conceptual Framework for Financial 
Reporting. This Discussion Paper 
is designed to obtain initial views 
and comments on important issues 
that the IASB will consider as it 
develops an Exposure Draft of a 
revised Conceptual Framework.

Further information on these projects 
is available on the IASB website at:

http://www.ifrs.org/Pages/default.

aspx

Newly-effective IFRSs for 2013

Preparers and users will have a busy 
year ahead as the significant task of 
implementing the first wave of new 
standards that will become effective 
in the period 2013-2015 begins. The 
IFRS standards as adopted by the 
European Union that are effective 
for the first time for annual periods 
ending 31 December 2013 are:

  amendments to IAS 12: Deferred 
tax – recovery of underlying assets

  amendments to IAS 1: Presentation 
of Items of Other Comprehensive 
Income

  amendments to IAS 19: Employee 
Benefits

  amendments to IFRS 7: Disclosures 
– Offsetting Financial Assets and 
Financial Liabilities

  annual Improvements to IFRSs 
2009-2011Cycle

  IFRIC 20: Stripping Cost in the 
Production Phase of a Surface Mine

A KPMG publication providing an 
overview of newly-effective IASB 
IFRSs is available at:

https://www.kpmg.com/

Global/en/IssuesAndInsights/

ArticlesPublications/In-the-

Headlines/Pages/ITH-2013-22.aspx 

Exposure draft 2014 

Q1

2014 

Q2

Fair Value Measurement: 
Unit of Account 
(Proposed amendments 
to IFRS 13)

Disclosure 
Requirements about 
Assessment of Going 
Concern (proposed 
amendments to IAS 1)

Elimination of 
gains arising from 
‘downstream’ 
transactions (Proposed 
amendments to IAS 28)

Recognition of 
Deferred Tax Assets 
for Unrealised Losses 
(Proposed amendments 
to IAS 12)
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On 1 October 2013 the Audit Committee Institute launched 
an updated version of the Audit Committee Handbook. 
This publication, written for both the Irish public and 
private sectors, highlights the Audit Committee’s role 
and provides guidance to help Audit Committees gain 
a better understanding of the processes and practices 
that help create effective Audit Committees. The guide 
is designed to be an easy reference guide to a range of 
topics from the Irish regulatory landscape to the duties of 
audit committees and communications with shareholders. 
The guide is available for download at http://www.
auditcommitteeinstitute.ie/audit-committee-handbook.htm. 
Word versions of the various questionnaires, and other 
appendices, which can be customised to the companies 
specific circumstances are also included.

Events

Pictured left to right: Patrick Farrell, Partner, KPMG Risk Consulting, Dominic Clarke, 
Head of Internal Audit, AIB and David Meagher, Chairman, Audit Committee Institute and 
Partner, KPMG.

Pictured left to right: David Meagher, Chairman, Audit Committee Institute and Partner, 
KPMG; Helen Kirkpatrick, Chairperson, Kingspan Group plc; Charles McCreevy, Director, 
Ryanair

Throughout the year the Audit Committee 
Institute hosts a number of informative 
seminars and training sessions.

A breakfast seminar, Financial Services Internal Audit, 
hosted by the Audit Committee Institute, took place on 7 
November 2013 at KPMG offices, 1 Harbourmaster Place, 
IFSC in Dublin. Patrick Farrell, Partner, KPMG provided 
a background to new guidance in the area, outline what 
key stakeholders are doing and discuss the key areas 
of focus. Dominic Clarke, Head of Group Internal Audit, 
Allied Irish Bank, provided an overview of what needs 
to be done/has been done to address the guidance and 
practical insights into the implementation approach at 
AIB.

A breakfast roundtable for Audit Committee members of Irish Plc’s, hosted by the Audit Committee Institute, 
took place on 1 October 2013 at KPMG offices, Stokes Place, St. Stephen’s Green in Dublin. Presenting the 
analyst’s view was Barry Dixon, Head of Research at Davy Stockbrokers.  Presenting the regulator’s view was 
Michael Kavanagh, Head of Financial Reporting at IAASA.  Presenting new reporting requirements for Audit 
Committees was Conall O’Halloran, Head of Audit in KPMG
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Annual survey 

questionnaire

The questionnaire for the 2013 ACI 
Global Audit Committee Survey 
was launched in September 2013 
and closed in late October 2013. 
We thank members for their 
strong participation in again this 
year. Results of the survey will be 
published on the KPMG website in 
early 2014, and a summary of the 
results will be included in Quarterly 
27.

For previous editions of the Global 
Audit Committee Survey findings 
please refer to the ACI International 
Publications page at http://www.

auditcommitteeinstitute.ie/

publications-international.htm. 

Upcoming event(s)

For details of future events go to - 
www.kpmg.ie/aci.

Let us know what 

you think

We are always grateful for feedback 
regarding topics for breakfast 
seminars, roundtables and Quarterly. 

Let us know what you would like 
covered by phoning us at  
+353 1 410 1160 or e-mailing us at 
aci@kpmg.ie

Contact us
If you have feedback on this issue or  
would like to suggest a topic for a 
future edition, please contact:

David Meagher 
Chairman 
Audit Committee Institute Ireland  
Partner Audit 
KPMG in Ireland

Tel:  +353 1 410 1847 
e-Mail:  david.meagher@kpmg.ie


