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Background 
About the Audit Committee Institute
Recognising the increasing importance of governance issues, the Audit 
Committee Institute Ireland (ACI) was 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 at any time 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 1,200 members. For more information on 
the activities of the ACI, please visit our website at www.kpmg.ie/aci.

https://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.

Welcome

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

The key topics covered in this issue 
include:

•  2016 Global CEO Outlook

•  EU Audit Reform – what does it mean 
for audit committees?

•  Directors’ Compliance Statement 
update

•  Financial Services regulation

•  Local regulatory updates

•  Financial reporting update

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.

https://kpmg.ie/aci


Audit Committee Institute 6

2016 Global CEO Outlook

So great will be the impact, that 
41 percent of CEOs expect to be 
running significantly transformed 
companies in 3 years’ time. That 
response rate is up from 29 percent 
of the CEOs who felt that way in last 
year’s survey. In addition, 82 percent 
of those surveyed are concerned 
about whether their company’s 
current products or services will be 
relevant to customers 3 years from 
now.

A significant majority of CEOs 
recognise the important need 
to foster a culture of innovation, 

respond quickly to technological 
opportunities and invest in new 
processes. But most CEOs 
recognise that they are now 
handling issues that they have never 
grappled with before.

Global CEOs of the largest 
corporations have indicated they are 
prepared to handle this period of 
unprecedented change with realistic 
expectations and a healthy dose of 
confidence. They are increasingly 
optimistic that they can transform 
their organisation to enable it to 
capture the opportunity that the 

future holds. This confidence is 
apparent in their hiring plans and 
projected top-line growth over the 
next 3 years.

The key findings of this year’s 
survey are summarised in the 
graphic on pages 8–9.

The force and speed with which technological 
innovation is moving through the economy is 
creating an inflection point for the business sector, 
say the vast majority of CEOs surveyed.

This report can be found at:  
home.kpmg.com/ie/en/home/
campaigns/2016/10/irish-ceo-
outlook-2016.html

https://home.kpmg.com/ie/en/home/campaigns/2016/10/irish-ceo-outlook-2016.html
https://home.kpmg.com/ie/en/home/campaigns/2016/10/irish-ceo-outlook-2016.html
https://home.kpmg.com/ie/en/home/campaigns/2016/10/irish-ceo-outlook-2016.html
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Key findings

41%
Confidence

The vast majority of CEOs feel they can succeed in 
transforming their company and thus are confident in future 
growth, with 89 percent feeling confident. This sentiment is 
echoed in their confidence level in the growth over the next

3 years in their home country (86 percent), their industry
(85 percent) and in the global economy (80 percent).

Disruption
CEOs recognise that the lines between industries are blurring. 
65 percent are concerned that new entrants are disrupting their 
business models and more than half (53 percent) of CEOs believe 
that their company is not disrupting their industry’s business 
models enough.

Developing talent
Faced with significant transformation plans and rapidly advancing 
technology, 99 percent of CEOs report taking action to develop 
existing or future talent. In line with these findings, most CEOs 
report some level of skills gap emerging. Over 50 percent report 
skills gaps in key business functions. This will likely create 
challenges for the 96 percent of CEOs who plan to increase their 
headcount over the next 3 years. This is up from 78 percent in 
last year’s survey.

Cyber risk
Cyber security climbed the list to become the top risk over the next 
3 years (30 percent). CEOs recognise there is work to be done to 
protect their organisation, with 72 percent of CEOs not feeling fully 
prepared for a cyber event.

Critical change
41 percent of CEOs anticipate that their company will be 
significantly transformed over the next 3 years. That number has 
risen significantly from the 2015 survey, in which 29 percent of 
CEOs held that opinion. According to 72 percent of CEOs, the next 
3 years will be more critical for their industry than the last 50 years.

Innovation
Fostering innovation is one of the top (21 percent) strategical 

priorities for CEOs over the next 3 years, and a significant 
majority (77 percent) say it was important to specifically 

include innovation in their business strategy with clear targets 
and objectives.

88%

Collaboration
Collaborative growth is how 58 percent of CEOs intend to drive
shareholder value for the next 3 years. Creating partnerships or 
collaborative arrangements with other firms is the primary type 

of transaction that CEOs expect to undertake (50 percent).

48%

Technology
The speed of change will be exponential and fueled by
technology. Seventy-seven percent of CEOs are 
concerned about whether their organization is keeping up 
with new technologies. Data and analytics will be a top 
area of investment over the next 3 years (25 percent).

77%

77%

Customer focus
Eighty-eight percent of CEOs are concerned about the 
loyalty of their customers and 82 percent about the 
relevance of their products or services. Almost half
(45 percent) feel they could better leverage digital 
means to connect with customers.

Annual top-line growth
Almost half (48 percent) believe their annual 
revenues will grow between 2 percent and

5 percent over the next 3 years.

89%

72%

65%

58%

99%
Source: 2016 Global CEO Outlook, KPMG International

6 Now or never: 2016 Global CEO Outlook
© 2016 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.
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Sixty-five percent are concerned that new entrants are disrupting 
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believe that their company is not disrupting their industry’s business 
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skills gaps in key business functions. This will likely create 
challenges for the 96 percent of CEOs who plan to increase their 
headcount over the next 3 years. This is up from 78 percent in 
last year’s survey.
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Cyber security climbed the list to become the top risk over the next
3 years (30 percent). CEOs recognize there is work to be done to 
protect their organization, with 72 percent of CEOs not feeling fully 
prepared for a cyber event.

Critical change
Forty-one percent of CEOs anticipate that their company will be 
significantly transformed over the next 3 years. That number has 
risen significantly from the 2015 survey, in which 29 percent of 
CEOs held that opinion. According to 72 percent of CEOs, the next 
3 years will be more critical for their industry than the last 50 years.

Innovation
Fostering innovation is one of the top (21 percent) strategical 

priorities for CEOs over the next 3 years, and a significant 
majority (77 percent) say it was important to specifically 

include innovation in their business strategy with clear targets 
and objectives.

88%

Collaboration
Collaborative growth is how 58 percent of CEOs intend to drive 
shareholder value for the next 3 years. Creating partnerships or 
collaborative arrangements with other firms is the primary type 

of transaction that CEOs expect to undertake (50 percent).

48%

Technology
The speed of change will be exponential and fueled by 
technology. 77 percent of CEOs are concerned about 
whether their organisation is keeping up with new 
technologies. Data and analytics will be a top area of 
investment over the next 3 years (25 percent).

77%

77%

Customer focus
88 percent of CEOs are concerned about the loyalty 
of their customers and 82 percent about the 
relevance of their products or services. Almost half
(45 percent) feel they could better leverage digital 
means to connect with customers.

Annual top-line growth
Almost half (48 percent) believe their annual 
revenues will grow between 2 percent and

5 percent over the next 3 years.

89%

72%

65%

58%

99%
Source: 2016 Global CEO Outlook, KPMG International
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© 2016 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.

Key findings

41%
Confidence

The vast majority of CEOs feel they can succeed in 
transforming their company and thus are confident in future 
growth, with 89 percent feeling confident. This sentiment is 
echoed in their confidence level in the growth over the next

3 years in their home country (86 percent), their industry
(85 percent) and in the global economy (80 percent).

Disruption
CEOs recognise that the lines between industries are blurring. 
65 percent are concerned that new entrants are disrupting their 
business models and more than half (53 percent) of CEOs believe 
that their company is not disrupting their industry’s business 
models enough.

Developing talent
Faced with significant transformation plans and rapidly advancing 
technology, 99 percent of CEOs report taking action to develop 
existing or future talent. In line with these findings, most CEOs 
report some level of skills gap emerging. Over 50 percent report 
skills gaps in key business functions. This will likely create 
challenges for the 96 percent of CEOs who plan to increase their 
headcount over the next 3 years. This is up from 78 percent in 
last year’s survey.

Cyber risk
Cyber security climbed the list to become the top risk over the next 
3 years (30 percent). CEOs recognise there is work to be done to 
protect their organisation, with 72 percent of CEOs not feeling fully 
prepared for a cyber event.

Critical change
41 percent of CEOs anticipate that their company will be 
significantly transformed over the next 3 years. That number has 
risen significantly from the 2015 survey, in which 29 percent of 
CEOs held that opinion. According to 72 percent of CEOs, the next 
3 years will be more critical for their industry than the last 50 years.

Innovation
Fostering innovation is one of the top (21 percent) strategical 

priorities for CEOs over the next 3 years, and a significant 
majority (77 percent) say it was important to specifically 

include innovation in their business strategy with clear targets 
and objectives.

88%

Collaboration
Collaborative growth is how 58 percent of CEOs intend to drive
shareholder value for the next 3 years. Creating partnerships or 
collaborative arrangements with other firms is the primary type 

of transaction that CEOs expect to undertake (50 percent).

48%

Technology
The speed of change will be exponential and fueled by
technology. Seventy-seven percent of CEOs are 
concerned about whether their organization is keeping up 
with new technologies. Data and analytics will be a top 
area of investment over the next 3 years (25 percent).

77%

77%

Customer focus
Eighty-eight percent of CEOs are concerned about the 
loyalty of their customers and 82 percent about the 
relevance of their products or services. Almost half
(45 percent) feel they could better leverage digital 
means to connect with customers.

Annual top-line growth
Almost half (48 percent) believe their annual 
revenues will grow between 2 percent and

5 percent over the next 3 years.

89%

72%

65%

58%

99%
Source: 2016 Global CEO Outlook, KPMG International

6 Now or never: 2016 Global CEO Outlook
© 2016 KPMG International Cooperative (“KPMG International”). KPMG International provides no client services and is a Swiss entity with which the independent member firms of the KPMG network are affiliated.

Audit Committee Institute 9



Audit Committee Institute 10

These aims are admirable but 
companies and audit committees 
must now face the challenge that 
lies ahead in understanding and 
implementing the legislation.

The responsibilities on audit 
committees of PIEs to monitor and 
manage the statutory audit process 
include overseeing the audit tender 
process and ensuring that the 
audit proposals are fairly evaluated, 
making a recommendation to the 
Board regarding the statutory 
auditor they believe should be 
appointed, approving all non-audit 
services, focusing on threats 
to independence, determining 
whether appropriate safeguards are 
in place and continuing to monitor 
auditor independence. The audit 

committee is also tasked with the 
role of monitoring internal controls 
and operating systems of the PIE.

Some of these requirements may 
already be undertaken by the audit 
committee as best practice but as 
they are now enshrined in law, audit 
committees will have to ensure 
they understand the requirements 
and take the necessary steps to 
comply with their legal obligations. 
These steps may include carrying 
out a gap analysis to identify 
actions they need to take to comply 
with their legal obligations, such as 
set up additional risk management 
or compliance sub-committees to 
assist monitor independence of 
service providers and types of non-
audit services provided to the PIE.

Audit committee composition

The legislation introduces new 
requirements relating to the 
composition and competences of 
the audit committee. A detailed 
review in respect of potential 
audit committee members will be 
required in order to ensure that the 
composition of the audit committee 
complies with the legislation. 

The new rules require that the audit 
committee should be composed 
of a majority of independent non-
executive members of the Board 
of Directors, with at least one non-
executive member being competent 
in accounting or auditing. The 
independent non-executive 
members must not have, or have 

The EU’s Audit Reform in the form of a Directive1 
and a Regulation (collectively “the legislation”) aims 
to help promote high quality audits and improve 
market confidence in the audit process. It places a 
responsibility on audit committees to ensure that the 
statutory auditor of a PIE is independent and exercises 
professional scepticism, and to challenge the statutory 
auditor when this is not seen to be the case.

1Transposed into Irish law by European Union (Statutory Audits) (Directive 2006/43/EC, as amended by Directive 2014/56/
EU, and Regulation (EU) no 537/2014) Regulation 2016 (“SI 312 of 2016”)

EU Audit Reform –  
what does it mean for 
audit committees?
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had in the preceding three years of 
appointment, a material business 
relationship with the PIE. The audit 
committee as a whole also needs 
to have the relevant industry sector 
experience. It may be reasonable to 
interpret “as a whole” as referring 
to “majority of the audit committee”. 

These changes regarding the 
composition of the audit committee 
(the previous requirement was 
that one member of the audit 
committee is independent) and the 
new requirement for relevant sector 
experience will help to ensure that 
the audit committee is suitably 
independent, but still have the 
relevant knowledge and experience 
when making decisions on behalf 
of the PIE. However, it may lead 

to greater competition in the 
market to find suitable high quality 
candidates to perform the role of 
audit committee member. 

Current audit committees’ terms 
of reference should be reviewed 
to ensure that they reflect the 
new requirements and early 
consideration by the Board of 
Directors of the PIE will be key 
when considering appointments to 
the audit committee to ensure that 
the right membership composition 
is achieved.

Audit tender process

Monitoring and managing the term 
of appointment of the statutory 
auditor is a key responsibility for 

a PIE audit committee. With the 
introduction of the new legislation, 
PIEs now have a fixed time period 
after which they must rotate their 
statutory auditor. The maximum 
period that a statutory auditor can 
be appointed for before a tender 
process is required will be 10 
successive accounting periods. 
However, due to the flexibility 
available to Member States when 
transposing the directive into local 
law, a PIE may be permitted to 
extend the period by an additional 
10 years following a tender process. 
This means that the maximum 
period permitted before rotation 
following a tender process will vary 
from jurisdiction to jurisdiction as 
Member States have implemented 
the rules differently. For example, 
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audit firms. Audit committees may 
need to put additional processes 
in place or set up sub-committees 
to monitor all non-audit services 
provided to the PIE, ensuring that 
the statutory audit firm is not 
providing any prohibited non-audit 
services.

In addition to monitoring the non-
audit services that the statutory 
audit firm provides, the audit 
committee will also need to 
be aware of non-audit services 
provided by other professional 
firms to any other PIE within its 
group. Non-audit services cannot 
be provided by the statutory 
auditor from the beginning of 
the period being audited until 
the issuing of the audit report. 
In addition, “designing and 
implementing internal control 
or risk management procedures 
related to the preparation and/
or control of financial information 
or designing and implementing 
financial information technology 
systems” may not be provided by 
the statutory auditor in the financial 
year preceding the start of the 
year to be audited. Therefore, other 
professional firms that provide 
non-audit services elsewhere in 
the group may be prohibited from 
taking part in a tender process for 
the PIE, as discussed above, or the 
non-audit services may need to 
be terminated before they can be 
appointed as the incoming auditor. 
This is because the legislation 
contains a list of services which the 
statutory auditor of a PIE and all 
members of the statutory auditor’s 
network are prohibited from 
providing to the PIE or to that PIE’s 
EU controlled undertakings or its 
EU parent undertaking. 

Outside of the specific list of 
prohibited services, the statutory 
auditor can provide a range of 
permissible non-audit services 
to its audit clients. However, the 
non-audit services are subject to a 
maximum cap of 70% of statutory 
audit fees based on a three-year 
rolling average. The 70% cap 
applies to services provided to the 
PIE, its parent undertaking and its 
controlled undertakings. The 70% 
cap will first apply to permissible 
non-audit services after a three-year 
average group audit fee has been 
established in 2019/2020. Thereafter 

Ireland, Poland, Portugal and Spain 
have decided not to permit a 
mandatory firm rotation (“MFR”) 
extension past the initial 10 years. 
The UK, Denmark and Luxembourg 
have extended the period before 
rotation for an additional 10 
years following a tender process. 
Germany and Sweden have availed 
of the additional 10 years following 
a tender process but not for its 
banks or insurance entities.

Audit committees, and in particular 
audit committees of groups 
with PIEs located in different EU 
jurisdictions, will need to monitor 
the maximum length of time that 
an audit firm may be permitted to 
be engaged as statutory auditor for 
each individual jurisdiction. Due to 
the various options across Member 
States, it is likely that it will not 
be possible for the entire group 
to have the same statutory audit 
firm for the maximum permitted 
time of 20 years. The group may 
opt to rotate all auditors for each 
of the jurisdictions at shortest 
maximum permitted time for any 
one jurisdiction or use a number of 
different audit firms. Either option 
will add increased monitoring effort 
to the audit committee due to the 
reoccurring tender processes.

The audit committee is responsible 
for overseeing a balanced and 
fair audit tender process and 
ensuring that there is a planned 
process in place, which does not 
preclude smaller audit firms from 
participating. The audit committee 
must then recommend at least 
two potential audit firms to the 
Board, with a justified preference 
for one firm. A selection from three 
to five audit firms may allow for 
a fair, equitable and cost efficient 
tender process. However, the 
audit committee needs to consider 
what firms are available to tender. 
The outgoing statutory auditor will 
be prohibited from participating 
in the tender process under the 
new legislation. Independence 
restrictions regarding the provision 
of non-audit services may prohibit 
other firms from partaking in a 
tender process. As the choice of 
incoming auditor may be limited, it 
is particularly important that audit 
committees are thinking ahead as 
to the availability of suitable audit 
firms to be invited to tender.

Auditor independence

Responsibility for monitoring 
auditor independence was already 
a function of the audit committee. 
However the new legislation 
clarifies existing requirements and 
establishes new requirements 
for the audit committee regarding 
statutory auditor independence. 
The audit committee must monitor 
the type of work and the amount 
of work performed by the statutory 
auditor to ensure that their 
independence is not affected. If 
the audit committee identifies any 
conflict of interest which may impair 
auditor independence, this should be 
discussed with the statutory auditor, 
to identify actions to safeguard 
independence.

Understanding the new rules on 
non-audit services provided is key 
to assessing auditor independence. 
The audit committee is now required 
to approve all permissible non-
audit services and therefore audit 
committees will need to spend time 
understanding the new prohibitions 
as to which non-audit services 
can be provided by the statutory 
audit firm. The legislation has 
included a number of options that 
Member States may avail of and 
therefore the rules will vary across 
jurisdictions. For EU cross border 
groups, the non-audit service rules 
of each jurisdiction will apply to the 
services provided in the respective 
jurisdiction. This may become 
onerous on groups operating in 
a number of Member States as 
they will be required to monitor 
the non-audit services provided to 
any PIE within the EU and ensure 
compliance with local Member State 
rules for that PIE. In addition, any 
EU controlled non-PIEs will need to 
comply with the non-audit service 
rules of its PIE parent.

Ireland has availed of the derogation 
available for certain tax and valuation 
services. The UK have also availed 
of the derogation but amended it 
to exclude any tax work that would 
have more than an ‘inconsequential 
effect’ on the audited financial 
statements. Other Member States 
have not availed of the derogation 
at all. These new rules will require 
advanced planning by the audit 
committee and ongoing monitoring 
of all services provided by the 
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the cap will apply every year based 
on a three-year rolling average 
group audit fee.

The audit committee may need 
to consider implementing new 
processes and controls that would 
monitor the non-audit services 
provided to the PIE split by service 
provider and the level of fees 
earned by the statutory auditor for 
permissible non-audit services to 
ensure that the 70% cap is not 
breached.

Supervision

Without limiting the overall 
responsibilities of the Board of 
the PIE, the audit committee is 
tasked with the role of monitoring 

all systems of internal control, 
including financial, accounting, 
operational, and compliance 
controls. In assisting with its 
quality review process, the audit 
committee may request review 
reports from the PIE’s risk 
management, compliance and 
other quality assurance functions. 
Audit committees should consider 
in advance the level of information 
required from other committees to 
enable the audit committee to carry 
out its new responsibilities.

Strong communication channels 
between the statutory auditor, the 
audit committee and the PIE are 
required under the new legislation. 
The statutory auditor of a PIE is 
required to provide an additional 
report to the audit committee. This 
additional communication between 
the auditor and the audit committee 
will provide the audit committee 
with more detailed information, 
such as the methodology used 
to test the financial statement 
captions distinguishing between 
direct verification and system and 
compliance testing, quantitative 
level of materiality and also the 
qualitative factors considered in 
setting materiality. This information, 
and information regarding the 
outcome of the statutory audit, will 
provide greater transparency around 
the audit process thus improving 
the understanding of the audit 
committee of key audit issues and 
how the auditor addressed them. 
This should ultimately enhance the 
quality of the audit by allowing and 
enabling audit committees to better 
understand the process and, where 
necessary, to challenge the audit 
approach.

Conclusion

The principles and values of the 
legislation are commendable but 
companies and audit committees 
must now tackle the requirements 
and consider the mechanisms that 
must be put in place in order to 
adhere to the legislation. 

The terms of reference of the audit 
committee should be reviewed to 
ensure that they are up to date and 
reflect the new requirements. The 
composition of the audit committee 
should be reviewed to ensure that it 
complies with the legislation, that it 

is sufficiently independent and that 
its members have the appropriate 
sector knowledge and expertise.

Policies on the provision of non-
audit services by the statutory 
auditor should be reviewed to 
ensure that no prohibited non-
audit services will be provided by 
the statutory auditor. The audit 
committee will need to consider 
and approve all non-audit services 
and, in particular in respect of 
prohibited non-audit services, 
consider which professional 
services firm is best placed to 
provide the prohibited non-audit 
services, taking into account 
independence requirements for any 
potential incoming statutory auditor.

Auditor rotation and tendering 
requirements for PIEs will need 
to be reviewed and monitored by 
the audit committee on an ongoing 
basis. Rotation requirements 
vary by the jurisdiction of the PIE 
and the length of the existing 
auditor relationship. For all tender 
processes, the audit committee 
must also be able to demonstrate 
that they ensured a fair and 
transparent audit tender process in 
a non-discriminatory manner.

A strong, independent audit 
committee is critical to ensuring 
independence and audit quality is to 
the fore. The requirements, some 
of which may already have been 
undertaken by audit committees 
and were considered best practice, 
are now enshrined in law and audit 
committee members will need to 
ensure that they fully understand 
their requirements and are fulfilling 
their obligations. The effects of 
implementing these requirements 
will vary from PIE to PIE and the 
overall cost of the legislation, and 
whether they deliver the desired 
enhancement in independence and 
audit quality, will become evident 
over the next number of years. 
What is certain is that greater 
planning and thinking ahead will be 
required from audit committees.

Article by 

Noreen O’Halloran  
Department of Professional 
Practice 
KPMG Ireland
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Directors’ Compliance 
Statement update

The overview

Under the Companies Act 2014 
(“the Act”), directors are required 
to include a Directors’ Compliance 
Statement (“DCS”) in the annual 
Directors’ Report. This new 
requirement is reflective of a 
recurring theme through the Act, 
being the concept of increased 
responsibility and accountability 
for directors.

The DCS itself is a statement to be 
included in the Directors’ Report in 
which the directors:

• Acknowledge their responsibility 
for securing the company’s 
compliance with certain 
“Relevant Obligations”; and

• Confirm that three steps have 
been taken (the “Assurance 
Measures”), namely that:

- the company has a Compliance 
Policy Statement in relation to 
the Relevant Obligations;

- arrangements and structures 
(“Compliance Processes”) have 

As directors and management grapple with the 
implications of the new Directors’ Compliance 
Statement requirement contained in the Companies 
Act 2014, we set out below a brief reminder of the 
new requirement and suggest a practical approach for 
companies to consider. 
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been put in place to secure 
material compliance with the 
Relevant Obligations; and

- an “Annual Review” of the 
Compliance Processes has 
been carried out during the 
year.

The Relevant Obligations include 
all obligations under Irish tax 
law (all tax heads) and certain 
obligations under the Act, a breach 
of which could give rise to serious 
criminal sanctions. 

Both the Compliance Policy and 
the Compliance Processes should, 
in the opinion of the directors, 
be appropriate to the company. 
The Compliance Processes may 
include reliance on the advice of 
employees and service providers 
with the requisite knowledge  
and experience.

The new requirement applies 
to all Irish plcs (including UCITS 
regulated investment funds 
that are constituted as plcs but 
excluding any other Irish collective 

investment vehicles) and other 
limited liability companies with 
a balance sheet total exceeding 
€12.5 million and an annual 
turnover exceeding €25 million. 
It applies for accounting periods 
commencing on or after 1 June 
2015. The obligation does not 
apply to unlimited companies 
nor to companies formed under 
foreign law. 

A failure to include the statement 
of responsibility or a statement 
that the three Assurance 
Measures described above have 
been undertaken (or explained 
if not) in the Directors’ Report 
carries a maximum personal 
fine for each of the directors of 
€5,000 and/or a maximum prison 
sentence of six months (summary 
conviction only).

A suggested approach

A company within scope of the new 
DCS provision clearly already has an 
obligation to be compliant with Irish 
tax law and Irish company law and 
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Assurance from employees and 
service providers? 

The Act provides that the 
Compliance Processes may 
include reliance on the advice of 
employees and service providers 
with the requisite knowledge and 
experience. However, the assurance 
that employees and service 
providers may be willing or able to 
provide to the Board may depend 
on the depth of their involvement 
with those processes. 

Responsibilities of the auditor?

The auditor is not required to 
perform additional work specifically 
designed to assess the DCS itself. 
The auditor’s responsibilities are 
broadly as follows:

• Review whether the text of the 
Directors’ Compliance Statement 
has been included in the 
Directors’ Report.

• Consider whether the 
information given in the 
Directors’ Report (including 
the DCS) is consistent with 
the financial statements. For 
accounting periods beginning 
before 17 June 2016, company 
law requires a statement in the 
audit report itself that:

“In our opinion, the information 
given in the Directors’ Report 
is consistent with the financial 
statements”.

For later periods, company law is 
amended to require an expanded 
statement confirming consistency 
with both the financial statements 
and the knowledge obtained in the 
course of the audit, along similar 
lines to current requirements of 
Auditing Standards, as noted below, 
and that, based solely on that 
knowledge, the Directors’ Report 
has been prepared in accordance 
with applicable legal requirements. 

• Auditing Standards require the 
assessment of consistency/ 
material misstatements in the 
Annual Report in light of the 
knowledge obtained in the 
course of auditing the financial 
statements. The auditor’s report 

should have an appropriate internal 
control framework in place to 
ensure that compliance is achieved. 
In many cases little additional work 
may be required in relation to this 
framework, although documenting 
it may be helpful if that has not 
already been done. 

For a suggested approach to the 
DCS, please see Diagram 1.

What are companies doing?

Compliance with Irish tax law 
is clearly broad in its scope. 
Companies are considering this 
in the context of their own facts 
and circumstances, as not all tax 
obligations will be relevant to 
every company. In our experience, 
companies are reviewing their 
position on a tax head by tax head 
basis (i.e. the way tax is actually 
managed within companies) rather 
than trying to make a checklist of 
all relevant tax law obligations. In 
essence, the focus is on end-to-end 
tax compliance processes rather 
than on a check-the-box exercise.

With regard to the company law 
obligations, the list of obligations 
within scope is more finite and 
it is therefore generally possible 
to review this at a granular level, 
section by section. The purpose of 
the review is, as with the review 
of the tax processes, to determine 
what process is in place to support 
compliance with each obligation.

In relation to the three Assurance 
Measures that are required, a few 
comments:

• The Compliance Policy Statement 
should detail the company’s 
policies on how compliance is 
met for all Relevant Obligations. 
There is a requirement that this 
should be documented under the 
Act. 

• With regard to the Compliance 
Processes, companies will 
already have existing corporate 
governance arrangements in 
place to secure compliance 
with applicable laws and 
regulations. The Act does not 
specifically require that the 

Compliance Processes should 
be documented. However, it 
would be important to consider 
the level of detail/evidence that 
the directors will require in order 
to support the statement that, 
in their opinion, the processes 
are designed to secure material 
compliance. A common approach 
is to undertake a gap analysis of 
the design of existing processes 
or to do some testing to assess 
whether the processes are 
operating effectively in practice. 

• The form of the Annual Review 
is not specified in the Act and 
is therefore again up to the 
judgement of the directors and 
the specific circumstances of 
the company. For example, a 
private limited company at the 
minimum balance sheet and 
turnover threshold may have a 
less formal review process than 
a large public limited company. 
A large public limited company 
may seek to implement formal 
internal controls with additional 
oversight from internal audit to 
ensure compliance. Best practice 
would indicate that the review 
process and findings should 
be adequately documented. 
It would be expected that, in 
the first year of application, the 
exercise of getting comfortable 
that the Compliance Processes 
are designed to secure material 
compliance should fulfil the 
requirement as to the Annual 
Review.

What is “material compliance”?

Arrangements and structures will 
be regarded as being designed to 
secure material compliance if they 
provide “reasonable assurance of 
compliance in all material respects”. 
There is no further definition or 
elaboration of these terms in the 
Act. 

However, clearly the requirement 
cannot impose a higher standard 
of compliance than that already 
required under relevant tax and 
company law. Directors must 
therefore apply their judgement 
based on the circumstances of their 
company. 
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must include confirmation of 
that obligation and, if necessary, 
information in relation to the 
inconsistencies/ misstatements. 

Conclusion

Many companies are grappling 
with how to respond to the new 
requirement of the DCS that has 
been imposed on directors. In 
many companies, this task may be 
delegated to the Audit Committee, 
albeit responsibility remains with 
the Board as a whole. The response 
required will vary and will depend 
on factors such as the nature, scale 
and complexity of the company’s 
business and the tax and legal 
framework in which it operates. 

While the requirements under this 
new obligation may require some 
time and attention, particularly for 
the first accounting period for which 
it applies, the benefits of having 
greater Board engagement in this 
area should strengthen tax and legal 
governance and further improve 
the culture of compliance in any 
company.

Key questions for an audit committee to raise  
Some of the key questions that an audit committee member may 
consider raising include:

• Is there a tax and legal 
compliance policy in place? 
Is the content sufficient to 
comply with the obligation 
to have a Compliance Policy 
Statement under the DCS 
legislation?

• Has consideration been 
given to differing opinions on 
the audit committee/Board, 
with a view to ensuring that 
materiality has been set at an 
appropriate level?

• Who are the members of 
the tax and legal team, and 
what is their experience 
and qualifications? In this 
regard, is there a documented 
organisation chart outlining 
clear roles and responsibilities?

• Is there a list of the key tax 
risks for each relevant tax head 
on a tax risk register?

• What tax risk control 
procedures are there and 
to what extent are these 
documented? Has there been 
any review of operational 
effectiveness of any tax control 
activities during the year?

• What are the company law 
obligations that are within 
scope of the Relevant 
Obligations and what 
processes are in place to 
manage compliance with those 
obligations? 

• How are tax and legal 
processes and controls 
monitored throughout the 
year?

• Has any external assurance 
been obtained recently in the 
form of a Revenue audit?

• Has any internal assurance 
been obtained recently in the 
form of an internal audit?

• Overall, what level of 
information has been provided 
by management to support the 
statement that tax and legal 
processes (within the scope of 
DCS) are designed to secure 
material compliance?

• Has the Annual Review of the 
Compliance Processes been 
carried out during the financial 
year? If there were discussions 
previously as to the form of 
that review, have any requests 
in this regard been met?

What group companies are in scope?

What Irish tax law and company law obligations are relevant?

Review the existing tax and legal compliance governance 
and control framework 

Discuss with the Directors what level of comfort they want/need

Diagram 1:

Agree a plan of action, which may or may not include 
external input

Article by 

Laura Heuston 
Director 
KPMG Ireland
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Financial Services 
regulation

The legal process for leaving the EU 
is set out in Article 50 of the Treaty 
on European Union (TEU). The 
intention to withdraw from the EU 
is notified to the European Council 
by the withdrawing State. Once 
triggered, Article 50 acts as the 
catalyst for the negotiation process 
for the transition to exit as well as 
any future arrangements between 
the EU and the leaving State. These 
negotiations are conducted over the 
course of a two year timeframe. 
In the absence of an agreement 
to extend the negotiations and if 
no agreement is reached within 
those two years, then EU law will 
cease to apply to the UK and it 
would become a so-called third 
country. The UK trading relationship 
with the EU will then most likely 
be governed by World Trade 
Organisation rules, which will cause 
considerable challenges for the UK 
financial services sector.

An Issue of Timing 

The UK government has indicated 
that they will trigger Article 50 no 
later than the end of March 2017. It 
appears that the political challenge 
will be to strike a compromise 
between the competing forces 
of control over immigration and 
cessation of contributions to the 
EU Budget and participation in the 
internal market. However, as the EU 
has consistently stated that there 
will be no informal negotiations 
prior to Article 50 being triggered, 
the ability to assess both the nature 

and the ultimate outcome of the 
negotiations may not begin to 
materialise with any certainty until 
the spring of 2017.

The EU are also likely to use the 
time in the lead up to Article 50 
being triggered to formulate their 
approach to the negotiations. 
As a Member State has never 
left the EU, the complexities of 
departure is without precedent and 
has the potential for detrimental 
ramifications for the EU.

European Financial Services 
Regulation

Financial Services is where many 
of the challenges associated with 
withdrawal from the EU will be 
exemplified. Since the creation 
of the “single market in financial 
services”, was first envisaged in the 
1999 Financial Services Action Plan, 
there has been a sustained period 
of legal harmonisation, resulting 
in many Member State financial 
services laws being developed or 
replaced by an increasingly detailed 
single rule book for European 
financial regulation.

A key benefit of this integration is 
the ability of Member State credit 
and financial institutions being 
able to carry on business and 
sell services throughout the EU 
without necessarily establishing 
an authorised presence or similar, 
in each individual Member State, 
so called “passporting”. It has 
also enabled non-EU credit and 

financial institutions to avail of the 
passporting regime, contingent on 
their establishment of an authorised 
subsidiary in a Member State.

If the outcome of the withdrawal 
negotiations does not result in 
the UK maintaining access to the 
internal market (under the current 
model this would be best achieved 
via membership of the European 
Economic Area (“EEA”)) then this 
could pose particular challenges for 
the City of London and result in UK 
financial institutions not being able 
to continue to offer a full range of 
financial products and services.

Examples to consider

The Alternative Investment Fund 
Managers Directive (“AIFMD”) 
introduced a new passport system 
for the marketing of alternative 
investment funds (“AIFs”) in the 
EU. The marketing passport is 
automatically available to authorised 
EU alternative investment fund 
managers (“AIFMs”) managing EU 
AIFs. However, if post-Brexit the UK 
becomes a third country then UK 
AIFM will lose their EU marketing 
passport.

Further, an EU AIF, with a UK AIFM 
may need to consider appointing an 
EU AIFM, becoming self-managed 
or appointing a third party AIFM in 
another EU jurisdiction.

Finally, EU credit institutions and 
investment firms automatically 
qualify as providers of depository 

Following the UK’s vote to leave the EU there has been 
more speculation than information on the agreed relationship 
between the EU and the UK. An area of particular interest 
for Ireland is the potential impact on financial services.
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services under AIFMD, third country 
entities do not. Given the restriction 
on the entities that can act as a 
depository for EU AIFs, a UK-based 
bank currently providing custody 
services to such an EU AIF may not 
be able to continue to do so if it 
ceases to be an EU credit institution 
or investment firm.

The Markets in Financial 
Instruments Directive (“MiFID”), 
also provides for a passporting 
regime which enables EU 
credit and financial institutions/
investment firms to conduct 
investment business across the 
EU by regulating the conduct of 
investment services, such as the 
trading of securities and derivatives, 
the execution of client orders and 
portfolio management on a Union 
wide basis. Depending on the 
outcome of the negotiations there 
is potential that UK-based firms 
will lose their MiFID passports and 
therefore will not be able to deal 
with EU based clients and would 
need to consider establishing a 
subsidiary in another EU Member 
State.

The Capital Requirements 
Directive (“CRD”) contains a 
passport regime that allows deposit-
taking institutions to conduct 
services, such as lending and 
deposit taking throughout the EU 
using their home Member State 
authorisation. Without at least EEA 
membership, UK banks would 
lose the automatic EU passport for 
banking services.

The Prospectus and Transparency 
Directives (“PD”) & (“TD”). The 
issuance of securities in Europe is 
facilitated by a pan-EU regulatory 
regime. For example, the PD allows 
the use of one prospectus to offer 
securities in multiple jurisdictions 
across the EU. In the absence of 
EEA access the UK would have 
to draft domestic prospectus 
and transparency legislation and 
accordingly each request for 
admission to trading on a UK market 
would need to be approved by the 
relevant national authority in the 
UK and similarly by each Member 
State authority where a request for 
admission was being made by a UK 
entity.

UK-based Central Counter Parties 
(“CCPs”) and Trade Repositories 
(TRs) as well as the counter-parties 

wishing to use their services are 
currently subject to the European 
Market Infrastructure Regulation 
(“EMIR”). If the UK becomes a third 
country, then these UK based CCPs 
and TRs would have to apply for 
third country recognition from the 
European Securities and Markets 
Authority (“ESMA”) in order to 
continue to provide services to 
EU counterparties, this could be a 
protracted process and could cause 
considerable business disruption. 
UK based clearing houses who 
are currently engaged in euro-
denominated clearing may also have 
to consider establishing a presence 
in the Eurozone in order to continue 
to provide for the clearing of certain 
products.

Third Country Equivalence

If necessary, the resolution of 
a number of these issues may 
be achieved by UK credit and 
financial institutions being able to 
avail of third country equivalence 
recognition. This is possible 
to varying degrees under the 
respective “third country regimes” 
contained in the relevant EU 
legislation such as AIFMD and 
EMIR.

The forthcoming MiFID II regime 
also provides for third countries 
doing business with EU entities, 
introducing different provisions 
for retail clients and professional 
clients. The conduct of regulated 
investment business with a retail 
client in a Member State may 
be subject to the third country 
investment firm establishing a 
branch in that Member State.

For the provision of investment 
services to a professional client, 
the establishment of a branch 
may not be necessary, as long 
as the third country investment 
firm is registered with ESMA 
and an equivalence decision has 
been adopted by the European 
Commission for the country where 
that investment firm is established. 
If the UK enact “preserving 
legislation” to retain the existing 
EU financial services framework, 
this should assist any third country 
equivalence decision. However, 
experience to date has shown that 
such equivalence decisions can be 
protracted as well as political in 

nature and any divergences from 
the relevant EU law could impede a 
positive outcome.

The UK will also have to assess 
the impact on legal certainty of the 
Brexit negotiations on other aspects 
of EU law relevant to financial 
services, such as the application 
under the EU Rome I and Rome 
II Regulations that determine the 
governing laws of contractual and 
non-contractual obligations. The 
establishment of court jurisdiction 
and reciprocal recognition of 
judgments is also governed by EU 
law in the form of the Brussels 
Regulation.

As a final note, it is worth 
remembering that as EU law will 

continue to apply in the UK until the 
negotiations are concluded or the 
two year time period has elapsed. 
This will mean that Packaged 
Retail Investment and Insurance 
Products Regulation, Securities 
Financing Transactions Regulation, 
MIFID II/MIFIR, 4th EU Anti Money 
Laundering Directive and the 
Insurance Distribution Directive will 
all enter into application in the UK 
before the withdrawal negotiations 
have been completed.

While this is likely to assist with 
any future equivalence assessment, 
credit and financial institution 
will need to consider, both their 
domestic UK and EU operations, 
the services they provide and the 
location and type of customers 
they provide those services to. 
Such an assessment will inform 
decisions on establishment of new 
or restructuring of existing regulated 
entities in each relevant jurisdiction 
from both a commercial as well as a 
regulatory compliance perspective.

“EU law will continue 
to apply in the UK until 
the negotiations are 
concluded or the two year 
time period has elapsed.”

Article by 

Declan Keane 
Financial Services Advisory 
Partner 
KPMG Ireland
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Local 
regulatory 
update
As we head towards winter, substantial changes and challenges 
must now be faced. In the UK the Financial Reporting Council 
(FRC) has published new codes and standards regarding the 
UK Corporate Governance Code and related Guidance on Audit 
Committees and revised Auditing and Ethical Standards, which 
implement the EU Audit Directive and Regulation. The FRC has 
provided audit committees and auditors alike a single reference 
point to comply with the new legislation. Meanwhile, in the 
Republic of Ireland the transposition of the EU Accounting 
Directive remains outstanding, with the Companies (Accounting) 
Bill only beginning its journey through the Oireachtas. However, 
the EU Audit Directive and Regulation have been transposed 
into Irish Law via SI 312 of 2016 - European Union (Statutory 
Audits) (Directive 2006/43/EC, as amended by Directive 2014/56/
EU, and Regulation (EU) no 537/2014) Regulation 2016.
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Under Following the implementation 
of EU audit reform in Ireland IAASA 
has been designated the competent 
authority for Ireland responsible 
for the regulation of statutory 
audits. IAASA has just published 
its consultation regarding what 
ethical and auditing standards to 
adopt for Ireland. The Central Bank 
of Ireland has been busy during the 
period and there have been several 
developments in relation to financial 
services regulation.

Financial Reporting Council (FRC) 
developments

Statement from the FRC regarding 
the implementation of the EU Audit 
Regulation and Directive

The Statutory Auditors and Third 
Country Auditors Regulations 2016 
(‘SATCAR 2016’) came into effect 
on Friday 17 June 2016 in the UK. 
SATCAR 2016 designates the FRC 
the UK’s Competent Authority for 
audit, recognises the role of the 
professional bodies and places 
obligations on PIEs in connection 
with auditor appointments, including 
retendering and rotation requirements. 
The FRC, as Competent Authority 
for audit, will be responsible for the 
regulation of statutory audit; including 
setting auditing and ethical standards, 
monitoring and enforcement. The FRC 
will seek to promote high quality audit 
that underpins investor confidence. 

The FRC published new UK auditing 
and ethical standards providing 
auditors with a comprehensive 
basis to comply with their revised 
obligations. The revisions to the 
ethical standard provide principles that 
underpin high quality and independent 
audit. The FRC also issued a revised 
UK Corporate Governance Code and 
Guidance on Audit Committees to 
reflect the changes emanating from 
the EU audit reform legislation. 

Refer to the FRC website for all 
the materials here: www.frc.org.
uk/News-and-Events/FRC-Press/
Press/2016/June/Statement-
from-Stephen-Haddrill-Chief-
Executive-o.aspx

FRC issued advice to preparers of 
annual reports

On 11 October 2016, the FRC 
issued guidance to preparers of 
annual reports of around 1,200 
large and smaller listed companies. 

The letter highlights key issues and 
improvements that can be made to 
annual reports in the 2016 reporting 
season to help to foster investment in 
the UK.

The FRC letter highlights investor 
expectations in the following areas:

• The relationship between IFRS 
or UK GAAP measures and 
any alternative performance 
measures used to be clearly 
explained.

• Business model reporting to 
provide clarity of explanations of 
how the company makes money 
and what differentiates it from its 
peers.

• A clear link between the 
business model and the revenue 
recognition policies to be 
disclosed.

• Dividend disclosures to detail 
how dividend policies operate in 
practice and how these policies 
may be impacted by risk and 
capital management decisions 

facing the company.

Read the full letter here: www.frc.
org.uk/News-and-Events/FRC-
Press/Press/2016/October/The-
FRC-issues-advise-to-preparers-
of-listed-compa.aspx

FRC Lab report confirms the 
importance of business model 
disclosures to investors

On 27 October 2016, the FRC’s 
Financial Reporting Lab published its 
report on Business Model Reporting 
which sets out valuable insight for 
companies and audit committees on 
the importance of business model 
information to investors, and the 
type of information they are seeking. 
The summary findings were:

• Business model information 
is fundamental to investors’ 
analysis and understanding of 
a company and a lack of going 
disclosure on the business 
model raises concerns over the 
quality of management;

• When a company operates a 
number of business models, 
disclosures of each significant 
business model is desired;

• Investors are looking for better 
natural linkages of business 
model information to other 

sections of the Strategic Report, 
and consistency with disclosures 
in the annual report; and 

• Investors are looking for more 
detail that is currency provided 

by most companies.

Read the full report here: www.
frc.org.uk/News-and-Events/
FRC-Press/Press/2016/October/
FRC-Lab-report-confirms-the-
importance-of-business.aspx

FRC thematic review welcomes 
improved transparency of tax 
reporting and encourages greater 
clarity around the reporting of tax 
uncertainties

On 31 October 2016, the FRC issued 
its thematic review carried out by its 
Corporate Reporting review function 
on certain aspects of the reporting in 
company annual reports and financial 
statements.

The FRC found that there is scope 
for companies to better articulate 
how they account for uncertain 
tax positions. The implementation 
of new IFRS requirements in this 
area will provide an opportunity 
for companies to consider and 
improve their approach. The 
FRC also identified opportunities 
for companies to improve the 
usefulness of their disclosures 
of significant judgements and 
estimates as they relate to tax. The 
FRC notes that good disclosures 
identify the specific nature of the 
assumption or uncertainty, quantified 
the carrying amount subject to 
uncertainty and provided sensitivity 
analysis or a range of possible 
outcomes to provide users with a 
better understanding of the issue.

Read the full thematic review 
here: https://www.frc.org.uk/
News-and-Events/FRC-Press/
Press/2016/October/FRC-thematic-
review-welcomes-improved-
transparency.aspx

Companies (Accounting) Bill

On 5 August 2016, the long-
overdue Companies (Accounting) 
Bill to transpose the EU Accounting 
Directive was published. The Bill 
proposes to introduce a small 
companies’ regime and a micro 
companies’ regime. The thresholds 
for small companies are proposed 
to be raised to the maximum levels 
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of: turnover not exceeding €12 
million and a balance sheet total not 
exceeding €6 million. Only small and 
micro companies will be permitted 
to file abridged financial statements.

The Bill proposes to introduced 
a new Part 26 ‘Payments to 
Governments’, implementing the 
Directive’s requirements with regard 
to preparing and filing with the CRO, 
by large companies, large groups 
and public interest entities active in 
the mining and extractive industries, 
an annual report on payment made 
to governments.

The Bill, when enacted, will 
require a much broader scope of 
corporate structures to file financial 
statements that is presently the 
case. Non-filing structures that use 
unlimited companies are unlikely 
to be effective under the new 
requirements in the Bill.

Read the bill in full here: www.
oireachtas.ie/viewdoc.
asp?DocID=33510&&CatID=59

EU Audit Reform

On 17 June 2016, the Minster for 
Jobs, Enterprise & Innovation signed 
legislation giving effect to the EU 
audit reform requirements via SI 312 
of 2016 - European Union (Statutory 
Audits) (Directive 2006/43/EC, as 
amended by Directive 2014/56/EU, 
and Regulation (EU) no 537/2014) 
Regulation 2016.

The objective of the legislation is 
to improve the requirements for 
integrity, independence, objectivity, 
transparency and reliability of 
statutory auditors and audit firms. 
Much of the change will impact the 
audit of public interest entities (PIEs), 
such as banks, insurance companies 
and entities listed on regulated stock 
exchanges. 

The Irish Auditing and Accounting 
Supervisory Authority (IAASA) 
is designated as the competent 
authority for the oversight of 
statutory auditors and audit firms 
in the Republic of Ireland. The 
legislation widens the remit of 
IAASA. IAASA will now be directly 
responsible for the inspection of the 
audits of public interest entities. 

Further changes to the regulatory 
regime for the auditors of PIEs 
include:

• requirements that PIEs change 
auditor at least every 10 years;

• restrictions on the provision of 
certain non-audit services to 
PIEs; and

• the broadening of the function, 
roles and responsibilities of the 
PIEs’ audit committees. 

These changes are discussed in 
detail by Noreen O’Halloran, an 
Associate Director in KPMG’s 
Department of Professional Practice, 
in her article EU Audit Report – what 
does it mean for audit committees? 
on page 10.

Corporate Governance and 
Oversight

Central Bank of Ireland issues cross-
sector guidance on cyber security

Cybersecurity continues to be a 
priority for the Central Bank, given 
the potential impact on firms and 
customers and the risks for financial 
stability. The Central Bank has 
issued guidance for financial services 
firms, across sectors, on IT risk 
management and cybersecurity. The 
guidance sets out the Central Bank’s 
expectations of firms in this area.

The Central Bank expects boards 
and senior management of 
regulated firms to fully understand 
their responsibilities for IT and 
cybersecurity issues and to put 
them among their top priorities. 
Firms must robustly address key 
issues such as alignment of IT and 
business strategy, outsourcing risk, 
change management, cybersecurity, 
incident response, disaster recovery 
and business continuity. Firms 
need to make sure that these risks 
are recognised and that they are 
managed effectively. 

The Central Bank has indicated it 
will use the guidance to benchmark 
firm’s cyber-security practices.

Market Abuse Regime

A new market abuse regime came 
into effect across Europe on 3 
July 2016. The new framework 
strengthens the legal framework 
underpinning the function of 
detecting, sanctioning and deterring 
market abuse. It extends its scope to 
apply to new markets, new trading 
platforms and new behaviours 

and to cover a broader range of 
financial instruments. It contains 
prohibitions for insider dealing, 
market manipulation and unlawful 
and provisions to prevent and detect 
these. The regime also introduces 
minimum rules for criminal sanctions 
for market abuse and widens the 
range of activities which constitute 
an offence, to include, for example, 
inciting, aiding and abetting the 
commission of certain market abuse 
offences. 

Read more on the Market Abuse 
Regulation here: www.centralbank.
ie/regulation/securities-markets/
market-abuse/Pages/default.aspx

Financial Services

Remuneration

On 14 October 2016, ESMA 
published two sets of Guidelines: 
Guidelines on Sound Remuneration 
under UCITS (UCITS Remuneration 
Guidelines) and Guidelines on Sound 
Remuneration under the AIFMD 
(AIFMD Remuneration Guidelines).

The UCITS Remuneration Guidelines 
provide clarity on the requirements 
under the UCITS Directive for 
management companies when 
establishing and applying a 
remuneration policy for key staff. 
The purpose of the Guidelines is 
to ensure a convergent application 
of these provisions and provide 
guidance on the governance of 
remuneration, requirements on risk 
alignment, and disclosure.

The AIFMD Remuneration 
Guidelines amend the current 
Guidelines on sound remuneration 
policies under the AIFMD 
(ESMA/2013/232). The amendment 
relates to the section of these 
Guidelines dealing with the 
application of the remuneration rules 
in a group context.

Markets in Financial Instruments 
Directive (“MiFID”) II

The EU Commission has 
now adopted the majority of 
MiFID2 technical standards and 
implementing measures, with only a 
small number outstanding, including 
the technical standards on position 
limits (RTS 21) and the ancillary 
exemption for commercial firms 
trading commodity derivatives (RTS 
20). The RTS have been subject to a 

http://www.oireachtas.ie/viewdoc.asp?DocID=33510&&CatID=59 
http://www.oireachtas.ie/viewdoc.asp?DocID=33510&&CatID=59 
http://www.oireachtas.ie/viewdoc.asp?DocID=33510&&CatID=59 
http://goo.gl/SmWPKy
http://goo.gl/SmWPKy
http://goo.gl/SmWPKy
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period of scrutiny by the Parliament 
and Council, and are likely to be 
finalised and published in the Official 
Journal by the end of 2016. The 
Commission is maintaining an up 
to date table of technical standards 
under MiFID, including links to all 
adopted RTS.

ESMA is in the process of 
developing Level 3 material to 
support implementation in relation 
to investor protection, secondary 
markets, commodity derivatives and 
market data provisions. This work 
is likely to continue through to the 
legislation taking effect in January 
2018. As part of this process ESMA 
has just released a consultation 
on product governance guidelines 
regarding the target market 
assessment by manufacturers and 
distributors of financial products. The 
requirements on product governance 
were introduced under MiFID II 
to enhance investor protection by 
regulating all stages of the life-cycle 
of products or services in order to 
ensure that firms which manufacture 
and distribute financial instruments 
and structured deposits act in the 
clients’ best interests.

European Market Infrastructure 
Regulation (“EMIR”)

The margin aspects of EMIR, for 
OTC derivative contracts not cleared 
by a central counterparty, and 
clearing, for those OTC derivatives 
subject to central clearing, continue 
to be implemented.

At the end of July, the European 
Commission proposed amendments 
to the RTS on risk-mitigation 
techniques for OTC derivative 
contracts not cleared by a central 
counterparty and also issued an 
addendum to that RTS to correct 
a number of drafting errors. The 
amendments include a revised 
implementation schedule for the 
rules requiring posting of initial 
margin (IM), resulting in a delay of 
the global commencement date 
from September 2016, to one 
month after the RTS enters into 
force, which is likely to be early in 
2017. The RTS will be introduced 
on a phased-in basis. In light of 
these delays in Europe, a number 
of other jurisdictions have also 
delayed commencement of the 
collateral requirements, including 

Australia, Hong Kong and Singapore 
- the revised timeframes for 
implementation in these jurisdictions 
have not yet been confirmed. The 
United States and Japan have 
both met the 1 September 2016 
global implementation deadline. For 
variation margin (VM), it appears 
that if the RTS enters into force from 
February 2017, all counterparties will 
become subject to the requirements 
in one wave - one month after entry 
into force. However, it is still not 
known whether the revised RTS will 
be adopted or not.

Banking

New guideline for auditors of credit 
institutions

The EBA has published final 
Guidelines on the communication 
between competent authorities 
supervising credit institutions 
and statutory auditors of those 
institutions. The Guidelines include 
an underlying general framework 
that should underpin effective 
communication between the 
competent authorities and the 
auditors at all times and specify 
the main elements of effective 
communication, such as the scope 
of information shared, the form of 
communication, the participants 
in the exchange of information, 
frequency and timing, and the 
communication between competent 
authorities and auditors collectively. 
In line with the EBA’s mandate, the 
guidelines have been developed 
taking into account the current 
practices of each Member State, as 
well as other existing international 
guidance and practices, including the 
BCBS guidance on ‘External audits 
of banks’. The EBA Guidelines take 
effect from 31 March 2017.

Payment accounts directive

The Payments Accounts Directive 
has been transposed in Ireland 
via S.I. 482 2016 European Union 
(Payment Accounts) Regulations 
2016. The new rules provide for the 
transparency and comparability of 
fees related to payment accounts, 
payment account switching and 
access to payment accounts with 
basic features.

In September 2016, the Code of 
Conduct on the Switching of Current 
Accounts with Credit Institutions 
was revised and replaced with the 
Code of Conduct on the Switching 
of Payment Accounts with Payment 
Service Providers which reflects the 
new requirements.

Insurance – External audit of 
Solvency II returns

The Central Bank’s requirement 
for the external audit of Solvency 
II regulatory returns and public 
disclosures will apply to all 
undertakings subject to Solvency 
II for periods ending on or after 31 
December 2016. Regulation 37 of 
S.I. No. 485 of 2015 - European 
Union (Insurance and Reinsurance) 
Regulations 2015 (“Regulation 37”) 
enables the Central Bank, by notice 
in writing, to require that elements 
of the quantitative information 
submitted by insurance and 
reinsurance undertakings be audited, 
and that the audit report should 
include a reasonable assurance 
opinion on the elements of the 
Solvency and Financial Condition 
Report relevant to the balance sheet, 
own funds and capital requirements. 

The Regulation can be read here: 
www.irishstatutebook.ie/eli/2015/
si/485/made/en/pdf

Active Central Bank consultations

There are currently no active Central 
Bank consultations. The list of closed 
Central Bank consultations can be 
accessed: www.centralbank.ie/
regulation/poldocs/consultation-
papers/Pages/closed.aspx

http://www.irishstatutebook.ie/eli/2015/si/485/made/en/pdf
http://www.irishstatutebook.ie/eli/2015/si/485/made/en/pdf
http://www.centralbank.ie/regulation/poldocs/consultation-papers/Pages/closed.aspx
http://www.centralbank.ie/regulation/poldocs/consultation-papers/Pages/closed.aspx
http://www.centralbank.ie/regulation/poldocs/consultation-papers/Pages/closed.aspx
http://www.centralbank.ie/regulation/poldocs/consultation-papers/Pages/closed.aspx 
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Financial reporting 
update
This section provides an overview of the key developments in FRS 101, 
FRS 102 and IFRS since our last edition.

Overview

Since our last edition of ACQ in June 2016, Ireland’s 
accounting enforcer, IAASA released its Observations 
document highlighting key topics for 2016 financial 
statements. It is IAASA’s intention that some of the 
matters set out in the Observations document will be the 
focus of their attention when examining issuers’ financial 
reports during 2017. 

The Financial Reporting Council (FRC) issued 
amendments to FRS 101 Reduced Disclosure Framework 
(FRS 101) following their first annual review of the 
framework. The FRC also issued amendments to FRS 103 
Insurance Contracts (FRS 103) to update the terminology 
and definitions used as a result of the implementation 
of the Solvency II directive into UK law, and updated the 
scope of FRS 105 Micro Entities (FRS 105) in the UK 
to include Limited liability partnerships and qualifying 
partnerships. The FRC also has a number of ongoing 
projects including proposed amendments to FRS 101 to 
remove the requirement for a qualifying entity to notify 
shareholders regarding reduced disclosure exemptions. 

There were no significant developments in IFRS since 
the last edition of ACQ. There were two amendments 
published relating to share based payments and insurance 
contracts. As a result of the limited amendments to 
IFRS, entities have the opportunity to begin assessing 

the impact of the significant new standards such as 
IFRS 9*, IFRS 15*, and IFRS 16** which are effective for 
accounting periods beginning on or after 1 January 2018* 
and 1 January 2019**. 

IAASA

In the current period, IAASA, Ireland’s accounting 
enforcer, published its annual Observations document 
highlighting key areas to be considered by those 
preparing, approving and auditing 2016 financial 
statements. It is intended that some of the matters set 
out in the Observations will be the focus of IAASA’s 
attention when examining issuers’ financial reports during 
2017. 

The Observations focus on key areas that they 
recommend focus on for the upcoming reporting season 
including:

•  The quality of disclosures surrounding the potential 
impacts of the new standards IFRS 9; IFRS 15; and 
IFRS 16 included in the financial statements;

•  The measurement of fair values and determination of 
discount rates used in pension liabilities;

•  Estimation of uncertain tax positions; and
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•  Reporting financial performance, including the use 
of alternative performance measures (e.g. KPIs or 
APMs) and the quality of disclosures which it is 
recommended should be relevant and tailored to the 
reporting entity’s specific circumstance.

IAASA has also noted in relation to FRS 101 that until 
the proposed amendments of FRED 65 Notification of 
shareholders are implemented, entities should ensure that 
they continue to notify all shareholders of the proposed 
adoption of disclosure exemptions under FRS 101.

Audit Committees are encouraged to read IAASA’s 
observations document for more details. The document is 
available at the following link: 

www.iaasa.ie/getmedia/4373c4a2-3b1b-45b5-a0d1-
1e0f2d300eb9/IAASA-Obs-doc-2016.pdf

FRC Accounting standards – FRS 101, FRS 102

Amendments to FRS 101 Reduced Disclosure Framework 
– 2015 / 2016 Cycle

In July 2016, the FRC issued amendments to FRS 101 
– 2015 / 2016 Cycle. The amendments follow the FRC’s 
annual review of FRS 101 and principally provide limited 
disclosure exemptions from IFRS 15 Revenue from 
Contracts with Customers which includes the following:

(i) Exemption from disclosing revenue recognised 
from contracts with customers separately from its 
other sources of revenue (paragraph 13(a) of IFRS 
15);

(ii) Exemption from disclosing disaggregated revenue 
into categories that depict the nature, timing and 
amount of revenue, and from disclosing information 
on the relationship between disaggregated revenue 
and revenue information for reportable segments 
(paragraphs 114 and 115 of IFRS 15);

(iii) Exemption from disclosing certain information 
about significant changes in contract assets and 
contract liabilities, performance obligations and 
significant judgements made in applying the 
standard in contracts with customers (paragraphs 
118, 119 (a) and 120 to 127);

(iv) Exemption from disclosing the company’s use of 
the practical expedient in the financial statements 
(paragraph 129). 

The remaining amendments to FRS 101 arising from 
the annual review include a clarification relating to the 
IAS 1 disclosure initiative regarding the order in which 
the notes to the financial statements are presented and 
also permission to use the equity method in an entity’s 
individual financial statements as a result of amendments 
to UK Company law arising from the transposition of the 
Accounting Directive (the Accounting Directive is still at 
Bill stage in the Republic of Ireland). 

The amendments to FRS 101 are effective from when the 
relevant standard is applied by the entity. 

For further information, please access the following link 
on the FRC website: 

www.frc.org.uk/Our-Work/Publications/Accounting-
and-Reporting-Policy/Amendments-to-FRS-101-
Reduced-Disclosure-Frame-(1).aspx

Amendments to FRS 103 Insurance Contracts –  
Solvency II

In May 2016, the FRC issued amendments to FRS 103 
- Solvency II. The primary purpose of the amendments 
was to update the terminology and definitions used for 
changes in the UK regulatory framework following the 
implementation of the Solvency II Directive. 

The amendments also clarify that entities are not required 
to change their accounting policies and are permitted 
to continue to apply existing accounting practice in their 
financial statements under Solvency II. 

The amendments to FRS 103 are effective for accounting 
periods beginning on or after 1 January 2016. 

For further information, please access the following link 
on the FRC website:

www.frc.org.uk/Our-Work/Publications/Accounting-
and-Reporting-Policy/Amendments-to-FRS-103-
Insurance-Contracts-Solve.aspx

Amendments to FRS 105 micro entities 

In May 2016, the FRC issued amendments - Limited 
liability partnerships and Qualifying partnerships to FRS 
105. The purpose of the amendments was to extend 
the scope of FRS 105 to include eligible limited liability 
partnerships and qualifying partnerships. The use of FRS 
105 and the amendments remains limited to the UK until 
the Accounting Directive is transposed into Irish Law as 
Irish legislation has yet to be amended. 

The amendments to FRS 105 are applicable in the UK for 
accounting periods beginning on or after 1 January 2016 
with early application permitted for accounting periods 
beginning on or after 1 January 2015. 

For further information, please access the following link 
on the FRC website: 

www.frc.org.uk/Our-Work/Publications/Accounting-
and-Reporting-Policy/Amendments-to-FRS-105-The-
Financial-Reporting-Sta.pdf

Ongoing FRC projects

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

Project Status

Consultation 
Document – 
Triennial review 
of UK and Ireland 
accounting 
standards – 
Approach to 
changes in IFRS 
(issued by the FRC 
on 27 September 
2016).

When FRS 102 was issued in March 
2013, the FRC indicated that it would be 
reviewed every three years and with the 
first triennial review now in progress, the 
FRC issued a consultation document as 
they are keen to hear stakeholders’ views 
on possible improvements to FRS 102. 
The Consultation Document sets out initial 
proposals for updating FRS 102 for changes 
in IFRS with the intention that amendments 
to FRS 102 arising from changes to IFRS 
will be proportionate and practical for 
entities within the scope of FRS 102. 

Financial reporting 
update

http://www.iaasa.ie/getmedia/4373c4a2-3b1b-45b5-a0d1-1e0f2d300eb9/IAASA-Obs-doc-2016.pdf
http://www.iaasa.ie/getmedia/4373c4a2-3b1b-45b5-a0d1-1e0f2d300eb9/IAASA-Obs-doc-2016.pdf
http://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-101-Reduced-Disclosure-Frame-(1).aspx
http://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-101-Reduced-Disclosure-Frame-(1).aspx
http://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-101-Reduced-Disclosure-Frame-(1).aspx
https://frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-103-Insurance-Contracts-Solve.aspx
https://frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-103-Insurance-Contracts-Solve.aspx
https://frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-103-Insurance-Contracts-Solve.aspx
http://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-105-The-Financial-Reporting-Sta.pdf
http://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-105-The-Financial-Reporting-Sta.pdf
http://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Amendments-to-FRS-105-The-Financial-Reporting-Sta.pdf
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The Consultation Document proposes that 
limited amendments be made to FRS 102 
that will be effective from 1 January 2019 
with more significant amendments arising 
from IFRS 9 and IFRS 16 will be effective 
from 1 January 2022. 

FRED 65 Draft 
amendments 
to FRS 101 – 
Notification of 
shareholders 
(issued on 8 July 
2016)

FRED 65 proposes amendments to FRS 
101 to remove the requirement for a 
qualifying entity to notify its shareholders 
in writing that it intends to take advantage 
of the disclosure exemptions in FRS 101. 
A similar amendment is also proposed to 
FRS 102.

Implementation 
issues

It has been announced that the Accounting 
Council and its UK GAAP Technical 
Advisory Group will perform reviews of any 
issues arising relating to the implementation 
of FRS 102 as the issues arise. 

Decisions about the best way to address 
issues such as editorial points; areas 
where FRS 102 is silent; and areas where 
divergent accounting practice seems to be 
emerging in practice etc. will be taken on a 
case-by-case basis.

Further detail on the ongoing projects being undertaken 
by the FRC can be accessed at the following address: 
 
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 amendments
The following new IFRS standards and amendments 
were published by the IASB since our last update: 

Standard or amendment Issued 
date

Effective 
date

Amendments to IFRS 2:  
Classification and 
Measurement of Share-based 
payment transactions 

June 2016 1 January 
2018*

Amendments to IFRS 4: 
Applying IFRS 9 Financial 
Instruments with IFRS 4 
Insurance Contracts 

September 
2016

1 January 
2018*

*Please note that this amendment has not yet been endorsed for use by 
IFRS as adopted by the EU.

The IASB has released a press release and related 
guidance on the recent amendments to IFRS 2 which 
are available at the link below: 

www.ifrs.org/Current-Projects/IASB-Projects/IFRS-
2-Clarifications-Classification-and-Measurement/
Pages/Home.aspx

KPMG has issued publications and further guidance on 
IFRS 4 which are available at the following link: 

home.kpmg.com/xx/en/home/insights/2016/07/
viewpoint-ifrs9-financial-instruments-fs.html

The IASB has released a press release and related 
guidance on applying IFRS 9 Financial Instruments with 

IFRS 4 Insurance Contracts which are available at the 
link below: 

www.ifrs.org/Current-Projects/IASB-Projects/
Different-effective-dates-of-IFRS-9-Financial-
Instruments-and-the-new-insurance-contracts-
Standard/Pages/default.aspx

New IFRSs, narrow scope amendments and IFRIC 
Interpretations
The following IFRSs and narrow scope amendments to 
IFRSs are expected to be released as follows:

IFRSs and narrow scope 
amendments 

2016 
Q4

2017 
Q1

2017 
Q2

Proposed amendments to IAS 
40 Transfers of investment 
property

P
Foreign currency transactions 
and advance consideration 
(IFRIC interpretation)

P
Annual Improvements to IFRS 
2014 – 2016 P

Insurance contracts P
Uncertainty over Income 
tax treatments (IFRIC 
interpretation)

P
Proposed amendments 
to IAS 1 Classification of 
liabilities

P

Conceptual Framework P

For further information, please see the following 
publications:

•  IASB press release and related publications on the 
IASB’s proposed amendments to IAS 40 are available 
at the following link: 

www.ifrs.org/Current-Projects/IASB-Projects/
Investment-Property-under-construct-invetory-
investment-change-in-use/Pages/home.aspx

•  IASB press release and related publications on the 
IFRIC Interpretation on foreign currency transactions 
and advance consideration are available at the 
following link: 

www.ifrs.org/Current-Projects/IASB-Projects/date-
of-transaction-identifying-applicable-exchange-
rate-revenue-recognition/Pages/default.aspx

•  IASB press release and related publications on the 
annual improvements to IFRS 2014-2016 are available 
at the following link: 

www.ifrs.org/Current-Projects/IASB-Projects/
Annual-Improvements/Pages/Annual-
Improvements-2014-landing.aspx

•  KPMG IFRS Insurance site – provides an overview 
of the IASB’s development of an insurance contracts 
standard which is expected to be issued in Q1 2017.

https://www.frc.org.uk/Our-Work/Codes-Standards/Accounting-and-Reporting-Policy/The-future-of-UK-GAAP/On-going-Projects.aspx
http://www.frc.org.uk/Our-Work/Codes-Standards/Accounting-and-Reporting-Policy/The-future-of-UK-GAAP/On-going-Projects.aspx
http://www.frc.org.uk/Our-Work/Codes-Standards/Accounting-and-Reporting-Policy/The-future-of-UK-GAAP/On-going-Projects.aspx
http://www.frc.org.uk/Our-Work/Codes-Standards/Accounting-and-Reporting-Policy/The-future-of-UK-GAAP/On-going-Projects.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IFRS-2-Clarifications-Classification-and-Measurement/Pages/Home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IFRS-2-Clarifications-Classification-and-Measurement/Pages/Home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IFRS-2-Clarifications-Classification-and-Measurement/Pages/Home.aspx
https://home.kpmg.com/xx/en/home/insights/2016/07/viewpoint-ifrs9-financial-instruments-fs.html
https://home.kpmg.com/xx/en/home/insights/2016/07/viewpoint-ifrs9-financial-instruments-fs.html
http://www.ifrs.org/Current-Projects/IASB-Projects/Different-effective-dates-of-IFRS-9-Financial-Instruments-and-the-new-insurance-contracts-Standard/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Different-effective-dates-of-IFRS-9-Financial-Instruments-and-the-new-insurance-contracts-Standard/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Different-effective-dates-of-IFRS-9-Financial-Instruments-and-the-new-insurance-contracts-Standard/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Different-effective-dates-of-IFRS-9-Financial-Instruments-and-the-new-insurance-contracts-Standard/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Investment-Property-under-construct-invetory-investment-change-in-use/Pages/home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Investment-Property-under-construct-invetory-investment-change-in-use/Pages/home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Investment-Property-under-construct-invetory-investment-change-in-use/Pages/home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/date-of-transaction-identifying-applicable-exchange-rate-revenue-recognition/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/date-of-transaction-identifying-applicable-exchange-rate-revenue-recognition/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/date-of-transaction-identifying-applicable-exchange-rate-revenue-recognition/Pages/default.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Annual-Improvements/Pages/Annual-Improvements-2014-landing.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Annual-Improvements/Pages/Annual-Improvements-2014-landing.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Annual-Improvements/Pages/Annual-Improvements-2014-landing.aspx
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home.kpmg.com/xx/en/home/services/audit/
international-financial-reporting-standards/insurers.
html

•  IASB press release and related publications on the 
IFRIC Interpretation on uncertainty over income tax 
treatments are available at the following link: 

www.ifrs.org/Current-Projects/IASB-Projects/IAS-
12-Measurement-income-tax-uncertain-tax-position/
Pages/Home.aspx

•  IASB press release and related publications on the 
proposed amendments to IAS 1 for the classification 
of liabilities is available at the following link:

www.ifrs.org/Current-Projects/IASB-Projects/IAS-1-
classification-liabilities/Pages/IAS-1-classification-
liabilities.aspx

•  IASB press release and related publications on the 
conceptual framework are available at the following 
link:

www.ifrs.org/Current-Projects/IASB-Projects/
Conceptual-Framework/Pages/Conceptual-
Framework-Summary.aspx

IASB exposure drafts 

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

•  Exposure Draft: Definition of a Business and 
Accounting for Previously Held Interests (Proposed 
amendments to IFRS 3 and IFRS 11). The proposed 
amendments provide clearer application guidance to 
help distinguish between a business and a group of 
assets when applying IFRS3; and clarification on how 
an entity should account for previously held interest in 
a business, if acquiring control or joint control of that 
business.

For further information, please see the following 
publications:

•  IASB press release and further guidance regarding 
the proposed amendments to IFRS 3 and IFRS 11 is 
available at the following link: 

www.ifrs.org/Current-Projects/IASB-Projects/
Definition-of-a-business/Pages/Proposed-
amendments-to-IFRS-3-Business-Combinations-
and-IFRS-11-Joint-Arrangements.aspx

Further exposure drafts expected are as follows:

Exposure draft 2016 
Q4

2017 
Q1

2017 
Q2

Disclosure initiative: Changes 
in Accounting policies and 
estimates

P
Clarifications to IFRS 8 arising 
from the Post implementation 
review

P
Annual Improvements 2015 
- 2017 P

Further information on these projects is available on the  

IASB website at: 

www.ifrs.org/Current-Projects/IASB-Projects/Pages/
IASB-Work-Plan.aspx

Newly-effective IFRSs

IFRSs as adopted by the EU for 31 December 2016 
year-end financial statements
For those companies which are preparing their financial 
statements for the year ended 31 December 2016 i.e. 
annual periods beginning on or after 1 January 2016, 
the following will apply for the first time in their financial 
statements:

•  Amendments to IFRS 10, IFRS 12 and IAS 28: 
Investment Entities – Applying the consolidation 
exception

•  Amendments to IFRS 11: Accounting for acquisitions 
of interests in Joint Operations; 

•  Amendments to IAS 16 and IAS 38: Clarification of 
acceptable methods of depreciation and amortisation; 

•  Amendments to IAS 16 Property, Plant and 
Equipment and IAS 41 Bearer Plants;

•  Amendments to IAS 27 Equity method in Separate 
Financial Statements;

•  Amendments to IAS 1: Disclosure Initiative; and

•  Annual Improvements to IFRSs 2012-2014 Cycle.

IASB IFRSs

Newly effective IASB IFRSs for 31 December 2016 year- 
end financial statements
For those companies which are preparing their year-end 
financial statements for the year ended 31 December 
2016, i.e. annual periods beginning on or after 1 January 
2016 under IASB IFRS, the following will apply for the 
first time in their year- end financial statements:

•  Amendments to IFRS 11: Accounting for acquisitions 
of interests in Joint Operations; 

•  Amendments to IAS 16 and IAS 38: Clarification of 
acceptable methods of depreciation and amortisation;

•  Amendments to IAS 16 Property, Plant and 
Equipment and IAS 41 Bearer Plants;

•  Amendments to IAS 27 Equity method in Separate 
Financial Statements;

•  Amendments to IAS 1: Disclosure Initiative;

•  Annual Improvements to IFRSs 2012-2014 Cycle;

•  Amendments to IFRS 10, IFRS 12 and IAS 28: 
Investment entities - Applying the consolidation 
exception; and

•  IFRS 14 Regulatory Deferral Accounts.

A KPMG publication providing an overview of newly- 
effective IASB IFRSs, which is updated on a quarterly 
basis, is available at the following link:

home.kpmg.com/xx/en/home/insights/2015/07/new-
standards-are-you-ready-ifrs.html

https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/insurers.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/insurers.html
https://home.kpmg.com/xx/en/home/services/audit/international-financial-reporting-standards/insurers.html
http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-12-Measurement-income-tax-uncertain-tax-position/Pages/Home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-12-Measurement-income-tax-uncertain-tax-position/Pages/Home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-12-Measurement-income-tax-uncertain-tax-position/Pages/Home.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-1-classification-liabilities/Pages/IAS-1-classification-liabilities.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-1-classification-liabilities/Pages/IAS-1-classification-liabilities.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-1-classification-liabilities/Pages/IAS-1-classification-liabilities.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Conceptual-Framework/Pages/Conceptual-Framework-Summary.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Conceptual-Framework/Pages/Conceptual-Framework-Summary.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Conceptual-Framework/Pages/Conceptual-Framework-Summary.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Definition-of-a-business/Pages/Proposed-amendments-to-IFRS-3-Business-Combinations-and-IFRS-11-Joint-Arrangements.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Definition-of-a-business/Pages/Proposed-amendments-to-IFRS-3-Business-Combinations-and-IFRS-11-Joint-Arrangements.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Definition-of-a-business/Pages/Proposed-amendments-to-IFRS-3-Business-Combinations-and-IFRS-11-Joint-Arrangements.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Definition-of-a-business/Pages/Proposed-amendments-to-IFRS-3-Business-Combinations-and-IFRS-11-Joint-Arrangements.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Pages/IASB-Work-Plan.aspx
http://www.ifrs.org/Current-Projects/IASB-Projects/Pages/IASB-Work-Plan.aspx
https://home.kpmg.com/xx/en/home/insights/2015/07/new-standards-are-you-ready-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2015/07/new-standards-are-you-ready-ifrs.html
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Events & Publications
Throughout the year the Audit Committee Institute hosts a number 
of informative seminars and training sessions.

Upcoming event(s)
Check out the Audit Committee 
Institute events page at: 
www.kpmg.ie/aci/events, and 
the KPMG events page at  
www.kpmg.ie/events to book 
onto relevant events. 

Audit Committee 
Handbook
The Audit Committee Institute 
launched an updated version of 
the Audit Committee Handbook 
in late 2013. 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 under-
standing 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 share-
holders. The guide is available for 
download at www.home.kpmg.
com/ie/en/home/services/
audit/audit-committee-insti-
tute/handbook.html. Word 
versions of the various question-
naires, and other appendices, 
which can be customised to the 
companies specific circumstances 
are also included.

Audit Committee 
Handbook
ACI’s Audit Committee 
Questions Series is designed to 
help spark robust audit committee 
discussions with management 
and auditors on a range of key 
risk and governance issues – 
from assessing the effectiveness 
of the finance function and the 
soundness of critical accounting 
judgments and estimates, to eval-
uating the performance of internal 
and external auditors and oversee-
ing risk management and internal 
control systems.

The audit committee questions 
and considerations around each 
topic have been developed in the 
context of the current business 
and risk environment – draw-
ing on insights and experiences 
from ACIs around the world – to 
support richer discussions and 
a deeper understanding of each 
issue. This Series is a valuable 
resource not only for audit com-
mittees and other directors, but 
also for management, auditors, 
and others who interact with the 
audit committee and board. 

Financial Reporting

• Reviewing and assessing 
financial statements 

• Accounting policies, 
judgments and estimates 

• Narrative reporting and non-
GAAP measures  
 
 
 
 
 

Risk and Internal Controls

• Oversight of risk

• Assessing internal control 
systems 

• Fraud and whistle-blowing  

Internal Audit / External Audit

• External audit scope 

• Assessing external audit 
effectiveness 

• Private sessions with the 
external auditor 

• Internal audit scope

• Assessing internal audit 
effectiveness

• Private sessions with the head 
of internal audit 

Audit Committee Effectiveness

• Self-evaluation 

• Chairing an audit committee 

• Getting the right information 

• Effective audit committee 
conversations 

• Audit committee induction 
and onboarding  

Explore more insights from the 
Audit Committee Institute.

https://home.kpmg.com/ie/en/home/events.html
http://www.kpmg.ie/events
https://home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/handbook.html
https://home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/handbook.html
https://home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/handbook.html
https://home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/handbook.html
https://home.kpmg.com/xx/en/home/insights/2016/07/aci-audit-committee-questions-series.html
https://home.kpmg.com/xx/en/home/insights/2016/07/aci-audit-committee-questions-series.html
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/1-aci-reviewing-assessing-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/1-aci-reviewing-assessing-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/1-aci-account-policies-juge-estim-fs-uk-v11-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/1-aci-account-policies-juge-estim-fs-uk-v11-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/1-aci-narrative-reporting-non-gaap-fs-uk-v9-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/1-aci-narrative-reporting-non-gaap-fs-uk-v9-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/2-aci-oversight-risk-process-fs-uk-v11-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/2-aci-assessing-system-internal-control-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/2-aci-assessing-system-internal-control-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/2-aci-fraud-whistle-fs-uk-v1-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-external-audit-scope-fs-uk-v12-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-assessing-external-effectiveness-fs-uk-v5-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-assessing-external-effectiveness-fs-uk-v5-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-private-sessions-external-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-private-sessions-external-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-internal-audit-scope-fs-uk-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-assessing-internal-effectiveness-fs-uk-v5-lr-(002).pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-assessing-internal-effectiveness-fs-uk-v5-lr-(002).pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-private-sessions-internal-fs-uk-v5-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/3-aci-private-sessions-internal-fs-uk-v5-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-self-assessment-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-chairing-audit-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-getting-right-information-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-effective-conversions-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-effective-conversions-fs-uk-v4-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-audit-induction-fs-uk-v5-lr.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/07/4-aci-audit-induction-fs-uk-v5-lr.pdf
https://home.kpmg.com/xx/en/home/insights/2015/01/governance-reporting/audit-committee-institute.html
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Events & Publications
ACI Publications 
since Quarterly 31
Insights into IFRS - September 
2016 at: home.kpmg.com/xx/en/
home/insights/2013/09/insights-in-
to-ifrs.html 

Family Portraits: A snapshot 
of Brazilian Family Companies’ 
past, present and future: 
2015/2016 Survey - July 2016 
at: home.kpmg.com/content/dam/
kpmg/ie/pdf/2016/10/ie-aci-ie-fam-
ily-portraits-july-2016.pdf 

Brexit: Financial reporting 
implications - July 2016 at: 
assets.kpmg.com/content/dam/
kpmg/pdf/2016/07/CRT065495A_
Brexit_financial_reporting_ACI_
final.pdf 

Building a great board: Global 
pulse survey - June 2016 at: 
home.kpmg.com/content/dam/
kpmg/ie/pdf/2016/10/ie-aci-aci-
global-pulse-survey.pdf 

Disruptive trends: Technology 
- June 2016 at: home.kpmg.com/
content/dam/kpmg/ie/pdf/2016/10/
ie-aci-disruption-technology.pdf 

Disruptive trends: Geopolitics 
- June 2016 at: home.kpmg.com/
content/dam/kpmg/ie/pdf/2016/10/
ie-aci-disruption-geopolitics.pdf 

Disruptive trends: Regulation - 
June 2016 at: home.kpmg.com/
content/dam/kpmg/ie/pdf/2016/10/
ie-aci-disruption-regulation.pdf

https://home.kpmg.com/xx/en/home/insights/2013/09/insights-into-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2013/09/insights-into-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2013/09/insights-into-ifrs.html
https://home.kpmg.com/xx/en/home/insights/2016/07/aci-audit-committee-questions-series.html 
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-ie-family-portraits-july-2016.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-ie-family-portraits-july-2016.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-ie-family-portraits-july-2016.pdf
https://www.kpmg.ie/aci/documents/ie-family-portraits-july-2016.pdf 
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/CRT065495A_Brexit_financial_reporting_ACI_final.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/CRT065495A_Brexit_financial_reporting_ACI_final.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/CRT065495A_Brexit_financial_reporting_ACI_final.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/CRT065495A_Brexit_financial_reporting_ACI_final.pdf
https://www.kpmg.ie/aci/documents/brexit-financial-reporting.pdf  
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-aci-global-pulse-survey.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-aci-global-pulse-survey.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-aci-global-pulse-survey.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-technology.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-technology.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-technology.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/06/disruption-technology.pdf 
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-geopolitics.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-geopolitics.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-geopolitics.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2016/06/disruption-geopolitics.pdf 
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-regulation.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-regulation.pdf
https://home.kpmg.com/content/dam/kpmg/ie/pdf/2016/10/ie-aci-disruption-regulation.pdf


Audit Committee Institute 30

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. 

Training certificate
If you wish to receive a training certificate in relation to attendance at the ACI events, 
please e-mail us at aci@kpmg.ie or phone us at +353 (1) 410 1160. 

ACI International
The Audit Committee Institute, sponsored by KPMG, is an international initiative with 
thousands of members sharing resources across borders. A list of affiliated sites is 
available at home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/aci-
international-sites.html.

Many members of ACI in Ireland are board members of international companies, or 
often spent a significant amount of time in other jurisdictions. Please feel free to 
follow the links of our affiliated members in order to register for publications from or 
events in their countries.  

For ease of reference registration for ACI UK can be achieved by emailing  
auditcommittee@kpmg.co.uk. Registration for ACI US can be achieved by following 
the instructions at www.kpmg-institutes.com/content/kpmg-event-management/
registration.html. 

Let us know what 
you think

http://home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/aci-international-sites.html
http://home.kpmg.com/ie/en/home/services/audit/audit-committee-institute/aci-international-sites.html
http://www.kpmg-institutes.com/content/kpmg-event-management/registration.html
http://www.kpmg-institutes.com/content/kpmg-event-management/registration.html
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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


