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Continuing progress in significant areas such as the
commencement of the Companies Act 2014 with
effect from 1 June 2015, with some exceptions, the
moving forward endorsement of IFRS 9 Financial
Instruments within the EU, some additional
proposed amendments to FRS 102, and a wide
range of other developments.
The Companies Act 2014 was commenced with
effect from 1 June 2015, with some exceptions.
The endorsement of IFRS 9 Financial Instruments
by the EU has taken a major step forward. There
are some additional proposed amendments to
FRS 102.
The Commencement Order for the Companies Act
2014 was signed into law with effect from 1 June
2015, with six requirements deferred including
those in relation to a directors’ compliance
statement and audit committees.
The European Financial Reporting Advisory Group
(EFRAG) has published draft endorsement advice
stating that IFRS 9 meets EU requirements and is
conducive to the European public good. The
European Commission (EC) has published a
summary of the responses it received to its
‘Green Paper’ regarding the creation of a single
market for capital in Europe.
The International Accounting Standards Board
(IASB) has published Exposure Drafts (EDs)
containing proposals on (a) the conceptual
framework, and (b) pensions accounting together
with its comments on the post-implementation
review of IFRS 3 ‘Business Combinations’ and
amendments to the IFRS for SMEs.

Leading business advisers

The Financial Reporting Council has published an
ED proposing amendments to FRS 102 in relation
to share options. The FRC has also published (a) a
Discussion Paper (DP) on reporting the quality of
reporting by smaller quoted companies, (b) a
practice aid to assist audit committees in
evaluating the quality of the external audit
process, and (c) a report ‘Digital Present’ on
investors’ views on digital reporting.
The Irish Revenue has amended its legislation on
transition to new accounting requirements to
deal with the three new standards to be
implemented in 2015.
The Central Bank has published (a) a consultation
paper on corporate governance requirements for
investment firms, (b) a report in relation to
compliance by Credit Unions in Ireland with antimoney laundering requirements and other similar
requirements.
This Brief comments on financial reporting and
legal regulatory developments during the second
quarter of 2015.

LEGAL AND REGULATORY DEVELOPMENTS
Companies Act 2014

Credit Unions – Anti-Money Laundering

The Companies Act 2014 (Commencement) Order 2015 has been

The Central Bank has published a report of its observations in
relation to compliance by credit unions in Ireland in relation to
Anti-Money Laundering (AML), Countering the Financing of
Terrorism(CFT) and Financial Sanctions (FS). The report, based
on a sample of credit unions, identifies widespread deficiencies
including (a) failure to conduct adequate assessments, (b)
inadequate AML/CFT policies, procedures and systems in place,
(c) failure to ensure the provision of appropriate training and (d)
inconsistent and/or undocumented approaches for the reporting
of suspicious transactions.

signed and the Order provides that the Act commences on 1
June 2015 with deferral of implementation of the Act’s
requirements in the following six areas:
» requirement for certain companies to set up audit

committees or explain why not

» requirement for certain companies to include a directors’

compliance statement in the directors report

» requirements to include gains on exercise of share options

in directors’ remuneration

» requirement to include amounts paid to connected persons

in directors’ remuneration
» requirement to include names in the directors’ report of all
people who were directors at any time during the financial
period
» requirement to include statement on relevant audit
information in the directors’ report
The requirements in each of these six areas are effective for
accounting periods beginning on or after 1 January 2015.

New Irish GAAP – Tax Transition
The Irish Revenue has amended the definition of ‘Relevant
Accounting Standards’ in Schedule 17A Taxes Consolidation Act
1997 to extend its transitional arrangements to companies
changing to the new Irish standards – FRS 101, FRS 102 and FRS
103 – primarily dealing with circumstances in which double
counts or omissions of income or expense can arise.

IAASA – Financial Reporting Enforcement
IAASA has published its proposed Policy Paper on Publication of
Financial Reporting Enforcement Activities. Regulations
amended earlier this year allow for greater transparency by
IAASA in terms of publication of its financial reporting
enforcement activities, particularly where infringements of the
relevant reporting framework have been identified. ESMA
requires IAASA to report periodically to the public on its
enforcement activities at national level. In particular, IAASA is
required to report periodically on its policies adopted and
decisions taken in individual cases including accounting and
disclosure matters.

Investment Firms – Corporate Governance
The Central Bank has published a consultation paper on
corporate governance requirements for investment firms. The
consultation paper sets out the proposed requirements firms will
be required to comply with, including – (a) minimum board size,
(b) the composition of the board, (c) the roles of the Chairman
and the CEO, (d) the frequency of board meetings, (e) the role
and composition of the risk committee and the audit committee.

ODCE Annual Report 2014
The ODCE has published its Annual Report commenting on the
delivery of a number of tangible outputs, making specific
reference to dealing with such areas as (a) directors’ loan issues
to the value of c. €66m., (b) securing the disqualification of 6
individuals, and (c) the restriction of 177 company directors and
their disqualification on foot of liquidators’ applications made to
the High Court.

ESMA Annual Report 2014
ESMA has published its 2014 Annual Report which describes key
accomplishments in the areas of (a) financial reporting and
convergence of IFRS enforcement activities (b) review of
accounting practices related to business combinations, and (c)
contribution to the development of IFRS. ESMA has published its
strategy for 2016 – 2020 which will focus on the key objectives
of investor protection, orderly markets and financial stability.

ESMA – Alternative Performance Measures
ESMA has published its final guidelines on Alternative
Performance Measures (APMs) for listed issuers. The guidelines
apply to issuers with securities traded on regulated markets, and
persons responsible for drawing up a prospectus. They are
effective for documents issued on or after the effective date of 3
July 2016. Some of the main points of the new guidelines are:
» Issuers should define the APM used, its components and its

basis of calculation;

» Issuers should disclose the definitions of all APMs used in a

clear and readable way

» APMs should be reconciled to the most relevant amount in

the primary financial statement, separately explaining each
reconciling item
» Issuers should explain the use of APMs in order to allow
users to understand their relevance and reliability

Ireland and UK - Developments
Interim Reporting

UK Corporate Governance Code

The FRC has published FRS 104, which is relevant for entities that
apply UK and Irish GAAP and prepare interim financial reports. FRS
104 is based on IAS 34 interim reporting and is effective for interim
periods beginning on or after1 January 2015 with earlier application
permitted. The Reporting Statement ‘Preliminary Announcements’ is
withdrawn with the FRC to evaluate whether it should develop new
guidance on certain aspects of preliminary announcements.

The FRC has reported that compliance with the UK Code has
improved, with levels of compliance increasing and reporting
being more informative and transparent. During 2015 the FRC will
assess how effective boards are in establishing company culture
and practices, and embedding good behaviour, and will consider
whether there is a need for enhanced efforts to promote best
practice.

Pension Obligations

There has been an increase in signatories to the Stewardship
Code during 2014 with signs of better engagement with large
companies by investment managers. However, more needs to be
done to ensure asset owners and managers follow through on their
commitment to the principles set out in the Code.

The FRC has amended FRS 102 to clarify an aspect of accounting
for defined benefit pension plans. The amendment enables
sponsoring employers reporting under ‘old’ GAAP to continue with
current practice in accounting for defined benefit pension plans,
specifically:
» No additional liability to be recognised for a ‘schedule of
contributions’ that has been agreed in order to address a plan
deficit when the deficit itself has already been recognised.
» The effect of not recognising an irrecoverable surplus in a
defined benefit plan is shown in other comprehensive income,
rather than in profit or loss.
The amendments have the same effective date as FRS 102,
accounting periods beginning on or after 1 January 2015.

Amendments to GAAP
Following publication of the legislation to implement in the UK
the EU Accounting Directive, the FRC has issued its proposals to
amend accounting standards. The proposals will benefit 1.5 million
UK ‘micro-entities’ by simplifying their reporting requirements and
there will also be change for companies that fall within the ‘small’
size threshold in the Companies Act, with improved accounting
for financial instruments and guidance supporting the legislative
changes. Listed groups will benefit from greater flexibility and
efficiency in reporting formats. The proposals are intended to be
effective for accounting periods beginning on or after 1 January
2016, with earlier application permitted for 1 January 2015. The
proposals are open for comment until 5 April 2015.
Ireland is required to implement the EU Accounting Directive this
year.

Accounting Policies
The Financial Reporting Lab has published a case study conducted
among some of William Hill PLC’s investors and analysts. The
study highlights the company’s experimentation with accounting
disclosure, with the stakeholders liking clear identification of
significant accounting policies and effective disclosure to help
understanding of the company’s business and performance. This is
the first of a series of case studies being run by the Lab to support
the FRC’s clear and concise reporting initiative.

Auditor Reporting Requirements
Based on a recent survey, the FRC has released its report ‘Extended
Auditors Reports’ which primarily concerns the audit reports of
listed entities. The FRC confirms that auditors appear to have not
only met the new requirements but in many cases have gone
further and reported more widely than required. The FRC comments
that the requirements for auditors to describe in their report their
assessment of the risks of material misstatement, materiality and
the scope of the audit are beginning to make a process that had
previously been described as a ‘black box’ by investors significantly
more transparent. The survey does suggest areas where further
changes might be made including increasing entity-specific risk
reporting and making a clear linkage between the discussions of
risks and materiality in the report and the description of how these
influence the scope of the audit.

Alternative Performance Measures
IAASA has published the results of a thematic examination of
selected Irish issuers’ use of Alternative Performance Measures –
KPIs. This is a follow up to a similar IAASA publication in November
2012. Some of the more significant findings of the 2015 review are
(1) differing presentations of apparently similar APMs are used by
different issuers, and (2) there is a tendency for issuers to ‘flatter’
their results by the exclusion of certain items from performance
measures. IAASA encourages issuers to redouble their efforts to
meet users’ needs.

Legal and Regulatory Developments

Contacts

Amendment to Transparency Regulations
The amended Transparency Regulations have been signed into law. The
Regulations permit IAASA to make public in such manner as IAASA considers
appropriate details of:
»» An administration measure taken as a result of an examination of information
by IAASA for the purpose of considering whether such information is in
accordance with the relevant reporting framework.
»» An action taken by an issuer or a director in response to an administration
measure taken as a result of an examination.

Collective Investment Vehicles
The Minister for Finance has signed an order to commence the Irish Collective
Asset-management Vehicles Act 2015 in its entirety, which will create a new form
of vehicle whose purpose is to minimise administrative complexity and costs. The
introduction of the Act will further enhance Ireland’s competitive advantage in the
area, with additional flexibility for Fund promoters.

Central Bank Developments
Significant regulations and reports have been published by the Central Bank
during the period, including:
»» Client assets/investor money – two sets of regulations have been published
which strengthen the safeguards around client assets and investor firms to
ensure investment firms and service providers have stronger systems and
controls in place.
»» Enforcement priorities 2015 – based on the enforcement strategy and focused
on deterring breaches of requirements, securing compliance and promoting
the behaviours and high standards expected from regulated entities.
»» Themed inspections 2015 – these supplement the day-to-day supervisory
activities under the Central Bank’s risk-based supervisory framework (PRISM)
and include, inter alia, (1) cyber security/operational risk, (2) Integrity of
regulatory returns, (3) treatment of pricing errors for the correction of Fund
NAVs, (4) depository oversight, and (5) suspicious transaction reports.
»» Anti-money laundering – a review report has included observations regarding
(1) incomplete risk assessments that do not effectively consider the inherent
money-laundering/terrorist financing risks relevant to the bank, (2) risk
assessments are very high level and lack thorough analysis of key risks, and (3)
failure to include appropriate reviews in annual monitoring and internal audit
programmes.
A new EU Money Laundering Directive has recently been agreed and recognises
the need to strengthen regulation in the face of changing technology.
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Our firm’s website, www.iasplus.com, provides a
world-leading continuously updated information
source on international financial reporting
developments and includes a link to our freely
accessible IFRS eLearning programme, and a focused
subsite, UK Accounting Plus.
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