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Many of you will be cognisant of the media 
and public attention on the topic of CEO 
salaries in charitable organisations.  
We share our perspectives on this topic  
and provide some insights on what we are 
seeing on CEO salaries. 

We are also conscious that many of you have 
been reviewing your structures in light of 
regulatory and accounting requirements 
and in the context of maximising efficiency.  
We have used this edition of Charity News 
to provide more information on what is 
driving the need to consolidate activities 
and what criteria you need to consider when 
determining whether your organisation will 
be required to consolidate when the CRA 
accounting regulations are finalised.   

Governance and risk management is front 
of mind for every board at present.  In this 
edition, we have focused on the governance 
of investments.  We will deal with other 
governance matters in later editions.

Cyber risk is at the forefront of everything 
we do.  A number of our own clients have 
had cyber attacks and attempts to extract 
money from their organisations over the past 
year.  We hear from our expert cyber team on 
the type of threats being experienced in this 
area and on what you can do to protect your 
organisation.  

We also bring you some useful insights on 
topical taxation issues, such as the latest 
on the VAT burden for charities and on 
the forthcoming introduction of real time 
reporting on PAYE for employers.

Finally, we have included a company law 
update, covering current issues such as the 
new requirement to maintain a beneficial 
ownership register, which will be particularly 
relevant for charities which are in the form of 
companies limited by guarantee, and details 
on mandatory e-filing which is coming in 
June 2017.

We hope that this issue provides a reminder 
to you of recent developments in the sector 
and provides you with some useful insights 
as you plan your organisations strategy for 
the year ahead.  

If you would like to discuss any aspect of this 
newsletter, or any other challenges that your 
organisation may be facing, please contact 
your regular PwC contact or any of our Not 
for Profit team noted on page 18.

Teresa McColgan 
Firmwide Head of PwC Not-for-Profit Team 

Aisling Fitzgerald 
Head of PwC Not for Profit Assurance Team

Introduction

We are delighted to bring you  
our latest edition of Charity  
News. This issue looks at some  
of the important matters facing 
many of our charities in the 
current climate.  
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Defining fair and reasonable 
compensation 
It is no secret that Ireland’s charity sector 
has faced significant negative comment 
in the media and lost public confidence 
as a result of poor practices by some 
organisations  over the past number of 
years. Reputational risk is a top concern 

amongst Irish charities and there has been 
significant media interest in recent times 
with ongoing Public Accounts Committee 
enquiries. One particular area dominating 
the headlines has been CEO remuneration. 

While there is no legal requirement  
to disclose the CEO remuneration*,  
in the interest of transparency and public 
expectation, there is an obligation in 
this sector to provide assurance that 
they are operating in the best interest of 
their stakeholders, and part of that is the 
disclosure of pay. 

In an effort to reflect appropriate reward 
and avoid salary creep, we are seeing more 
and more charities capping their CEO pay 
at €100,000 while bonuses are considered a 
“no go” for many charities. While non-profit 
resources need to be wisely spent  providing 
enough compensation to attract, retain, and 
motivate key executives is paramount to 
their success, and this becomes even more 
challenging in difficult economic times.  
In addition, pay should be fairly scaled  
and proportionate to the size of the charity, 
along with the responsibilities associated 
with the role.

Whatever compensation decisions are made, 
non-profits should follow best practices in 
the market by collecting appropriate data 
across a relevant peer group and using it to 
make defensible decisions that reflect the 
organisation’s compensation philosophy.

Great organisations require great 
leadership
As a fundamentally important sector in 
Irish society, it is key that not-for-profit 
organisations can attract talent to meet the 
leadership challenges of the time. Charities 
require competent leaders to ensure 
accountability, transparency and good 
quality management. CEOs in this space 
are required to have as much, and arguably 
more talent than some Managing Directors 
and CEOs in the private sector. These CEOs 
require a variety of skills, from managing the 
provision of services to risk management, 
governance and leadership, as well as being 
financially literate and strategically focused. 
They must also advocate and win the media 
battle to position their charity to a dubious 
public.  They need a wide repertoire of 
knowledge, skills, and experiences, and to 
know when to apply their experience for 
greatest impact, as the situation dictates.

Over the past number of years, 
our Executive Search and Reward 
practice has recruited over 20 
CEOs into the charity and not 
for profit sectors in addition to 
providing guidelines on setting 
the right levels of compensation. 
Working with these organisations 
has given us an insight into 
these sectors and the challenges  
they face to recruit, retain and 
motivate key talent.  Some of the 
common trends we have found in 
the market place are explored in 
this article.

Recruiting and rewarding CEOs in the not for profit sector

*  Companies Act 2014 requires key management 
compensation to be disclosed in total. Charities SORP 
FRS 102 requires employee benefits(excluding employer 
pension costs) to be disclosed in bands of €10,000 
starting from €70,000 upwards, along with the  
number of individuals with salaries in each band.

One key question for the future of leadership 
in the not-for-profit sector is to understand 
why people choose to come into the sector 
– and to stay in it. While non-profit leaders 
may never be paid what their for-profit peers 
earn, making it easier to enter or remain in 
the field is critical. 

Some of the answers lie in the fact that for 
most non-profit employees, work is about 
much more than money. People want to 
make an impact beyond themselves and 
consider themselves to be ready to give  
back to society. 

While a charity’s mission should never focus 
on profit, charities have to be more business 
minded. Charities must convey to the public 
the value they add to society whilst being 
clear about their impact, cause and how  
they operate. 



PwC       Charity news 4

PwC contacts

Ger McDonough 

Director Executive Search & Reward

(01) 792 6170

gerard.mcdononough@.ie.pwc.com

Ellen Roche

Director Executive Search & Reward

01 792 6703

ellen.roche@ie.pwc.com

Factors to consider in setting your CEO’s salary
Some useful factors to consider when setting your 
CEO’s salary:

•   Competitiveness: the CEO’s salary should be set at a level that 
enables the organisation to compete in the market for key talent. 
Organisations must establish their compensation philosophy 
and consider who their competitors are when seeking to attract 
or retain their CEO. Gathering compensation data from these 
organisations and using this as an external benchmark will be key 
to proving external equity.

•   Internal Pay Equity: the CEO’s salary must be considered equitable 
in the context of other salaries in the organisation. 

•   Within budget – the CEO’s salary should be considered 
“reasonable”. In line with good governance, the board has a 
responsibility to keep the total costs (including the CEO’s salary) 
within an affordable range.

•   Consider other aspects of compensation: Additional benefits,  
such as annual leave, health insurance, flexible working hours etc., 
these can be  useful  in attracting potential candidates.   

•   Transparency: When it comes to CEO pay, transparency is key. 
In order to build the public’s trust and confidence in the sector, 
charities must be open in all aspects of their operations, particularly 
regarding senior pay.

How we can help?
The Executive Search and Reward team provide high-quality, 
bespoke, executive search services across the range of “C” Suite, 
senior management and Non-Executive Director appointments 
and we help clients design and execute reward strategies 
and programmes that support both their people and their 
organisation, while satisfying the regulatory environment. 

Now more than ever, the sector needs 
top drawer talent to lead the way. 
Capping CEO’s salaries may hinder these 
organisations from competing with 
organisations in other sectors for top 
talent. In doing so, Boards may be putting 
their organisations at a disadvantage by 
foregoing the skill set and experience 
required to lead their organisation 
successfully into the future. To achieve 
value for money and recruit and retain 
the right calibre of leader, organisations 
in the not-for-profit sector must have the 
flexibility to offer competitive salary and 
benefits. In addition, having an effective 
succession plan and a leadership training 
programme are key to ensuring leadership 
continuity in pivotal positions. They help  to 
retain and develop knowledge capital and 
relationships for the future sustainability of 
the charity.
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The requirement to register with the CRA 
resulted in many charities examining 
their legal and operating structures. Some 
charities found that they had different CHY 
numbers for activities that were not separate 
charities.  Applications to remove these CHY 
numbers have generally been made to the 
Revenue Commissioners and the CRA.  In 
other cases, CHY numbers were being shared 
by different branches and activities.

Complications therefore arose when the 
first set of accounts were being prepared in 
accordance with FRS102.  In many cases, 
the prior year accounts did not include the 
activities of branches or activities that were 
managed by separate boards of management 
but operated under one overall CHY number. 
Where activities had been separately 
governed but were clearly part of the 
organisation, no amalgamated/consolidated 
accounts had been prepared for the overall 
activities of the organisation.  

Many charities have therefore found 
themselves amalgamating activities into their 
financial statements for the first time.

There is often an element of judgement 
around the determination of whether a 
parent-child relationship exists in practice, 
and this is an area which has seen significant 
discussion over the past number of months as 
various organisations have been considering 

their structures and preparing themselves for 
the requirement to consolidate in the future.

The draft CRA regulations provide that:

•  Consolidated accounts are required 
where gross income of a charity and its 
subsidiaries exceeds €500,000

•  Charitable subsidiaries are also required 
to prepare their own (Separate) accounts 
under the draft regulations unless exempt

Para 24.14 of the Charity SORP FRS102  
notes that “A parent charity consolidates  
the subsidiaries it controls”. 

The reporting regime for charities 
is changing and with this change 
comes challenges for Board 
members and  management. 
Many not-for-profit organisations, 
including Religious Orders, 
Universities, Health Care 
providers and other charities, 
are considering whether their 
current structures and forms are 
fit for purpose in this changing 
environment.  We are seeing 
more internal amalgamations and 
consolidations than ever before in 
this sector, and expect this trend 
to continue over the next 2 years 
and beyond.  The consolidations/
amalgamations are being driven 
partially by accounting and 
regulatory requirements to 
consolidate and partially by  
a desire for more efficiency  
from funders and other  
interested parties.

‘Control’ is the power to govern the 
financial and operating policies of 
an entity in order to obtain benefits 
from its activities.  

There is an important distinction 
between amalgamation and 
consolidation.  Amalgamation 
is required where a separate 
activity is operating using the 
main charity CRA number and the 
results of that activity are required 
to be amalgamated in the overall 
accounts of the charity.

Consolidation is required where 
there are separate activities/
entities with separate CRA 
numbers, which are ultimately 
controlled by the parent charity.

Charities – Amalgamate or Consolidate
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It is important to remember that control 
is made up of two elements: ‘Power’ and 
‘Benefit’.  The underlying principle is that 
the parent charity exercises control to obtain 
benefit from its interest in the subsidiary.

First let’s consider the question of control:

Definition of Control – to be 
considered when determining 
format of accounts for filing
There are a number of factors which should 
be considered by a charity in considering if 
the parent organisation controls the other 
activities.

FRS102 is prescriptive on consolidation.  
Para 9.4 defines a subsidiary “as an entity 
(which includes both partnerships and 
unincorporated associations) that is 
controlled by another entity”.  FRS102 
references partnerships, trusts, government 
bodies/agencies, universities or any other 
organisation or body of persons.  

The definition of ‘control’ is not based solely 
on legal ownership; it is the “power to 
govern the financial and operating policies 
of an entity so as to obtain benefit from its 
activities”. [FRS 102 para 9.3].

If the answer to the majority of the above 
questions is that the parent entity has 
these powers then it would appear that a 
relationship of “control” exists.

In addition to considering ‘control’, one 
also needs to consider whether the parent 
entity has the ability to benefit as a result 
of this relationship.  Some questions worth 
considering in this context are:

•  Are there levies payable by the subsidiary 
charity to the parent charity or vice-versa?

•  Are the parent and subsidiary charity  
working to the same overall  objectives?  
SORP FRS102 para 24.2 contains an 
interesting perspective on when the benefit 
element of control is met:

For organisations considering 
whether control exists, there are 
a number of potential questions 
which should be considered:

•   How is control outlined in your 
governance document?

•   Who has the power to initiate, approve 
or veto significant decisions made in 
the ordinary course of business?

•   Who has the power to select, 
terminate and set compensation for 
key management/Principal (in case 
of school)/CEO (in case of other 
organisation)?

•   Who approves the annual business 
plan and budget?

•   Who controls the assets used by the 
organisation?

•   Who approves major capital projects – 
including acquisition and disposal of 
major assets

•   Who makes decisions concerning 
financing?

•   Who has more than half the voting 
power at meetings of the Board/
Governing body?

•   Who has the power to appoint the 
majority of the Board of Directors or 
equivalent governing body?

•   In the event of a wind-up where will 
any remaining assets be distributed?

“The benefit element of control 
is met where the purposes of the 
parent charity and its subsidiary 
charity are concurrent.  The 
purposes of the parent charity do 
not have to be identical to those 
of its charitable subsidiary, nor 
do they need to encompass all the 
purposes of the charity subsidiary.  
For concurrence, the purposes of 
the parent charity have to be similar 
enough to those of the subsidiary 
that the activities of the subsidiary 
can be seen to contribute to the 
purposes and aims of the parent 
charity and to benefit the parent 
charity’s beneficiaries.”
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In considering the point around common 
objectives, a charity should have regard to 
the following:

•  Who defines the objectives of the parent/
subsidiary charity?

•  What does the mission statement say in the 
governing documents of both the parent 
and subsidiary charity?

If based on the above consideration of 
“power and benefit” a determination is 
made that a parent-subsidiary relationship 
exists, then once the CRA draft regulations 
are finalised*, Charities will be required to 
file one overall set of consolidated financial 
statements with the regulator along with 
separate sets for each entity which operates 
with its own CRA number.  

How can we Help?
We have lots of experience advising clients 
on all matters in relation to structure.  We 
can help with:

•  Accounting advice in relation to effecting a 
change in structure

•  Preparation of accounts or audit of Group 
accounts in accordance with Charity SORP 
FRS102

•  Advice on the tax implications of a change 
in structure

•  Advice in relation to changing your 
operating processes and systems to deal 
with your new activity structure.

PwC contacts

Aisling Fitzgerald 

Signing Director  
Head of the PwC Not for Profit 
Assurance Team 

+353 1 792 8707

aisling.fitzgerald@ie.pwc.com 

Angela Devaney

Assurance Senior Manger

+353 1 792 6861

angela.devaney@ie.pwc.com 

*  Currently expected to be finalised and issued in second half of 2017
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There are three key areas where charities 
need to be focused: 

1. Ransomware and  
Fraudulent emails
Ransomware is malicious software that 
encrypts data in a victim’s PC normally 
through a user who inadvertently clicks 
on a mail attachment. Attackers then 
demand payment for the encryption key. 
It is a growing trend in the cybersecurity 
industry and has the ability to paralyse an 
organisation’s operations. 

As the ransom note appears in the screen 
it asks the victim to follow the instructions 
on how to pay the attacker through either 
bitcoin or bank transfer. Once the victim 
sends the transfer ID as proof of payment to 
the attacker, they then send an instruction on 
how to decrypt the ransomware to the victim. 
However, this does not guarantee that the 
victim will not be a target again.

Organisations can mitigate the impact of 
ransomware by developing and following 
principles of business continuity:

•  Back up data – If critical data is backed up, 
an organization can restore their network 
from a backup and continue on with 
business

•  Raising employee awareness of 
cybersecurity best practices

•  Developing a comprehensive crisis 
response strategy

Similar to ransomware, fraudulent ‘’CEO/
CFO email’’ is another cyber risk that is 
very relevant to Charities.  It follows the 
same path as ransomware as it too,  is also 
introduced via an email that looks genuine 
and  attempts to encourage the recipient to 
pay out  funds to a fraudulent bank account.

2. Security over Credit Card Numbers
As the number of online donations continues 
to increase within the charity industry, 
it is essential for charities to be aware of 
The Payment Card Industry Data Security 
Standard (PCI DSS).  The PCI DSS is a 
standard that any organisation accepting 
credit card payments, whether online or in-
store, must comply with. Failure to comply 
with the standard could mean substantial 
fines and penalties for an organisation, as 
well as increased liability if you fail to keep 
your data secure.

PCI DSS should not be viewed as just 
another compliance requirement, but rather 
as a controls framework that provides the 
opportunity to reduce the risk of a security 
breach to the payment function and to the 
organisation as a whole. A security breach 
in your organisation will not only cost the 
charity a lot of money, but will also damage 
the charity’s image and reputation.

Such is the speed of technology 
changes that organisations in 
all sectors are struggling to keep 
pace with demand. Cyber risk 
is becoming more sophisticated 
and frequent. All sectors are 
being targeted and charities are 
no different. A cyber incident, 
resulting in a fraud or a data 
loss, can impact on  a charity’s 
reputation significantly.

Cybersecurity for Charities
Email Locks Screen Ransom Note
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3. Data Privacy
As charities rely heavily on the use of mailing 
lists to fundraise, new regulations being 
introduced by the EU regarding personal 
data has the potential to seriously impact on 
charity fundraising. Charities rely on data for 
their fundraising activities and make use of 
personal data in order to make and maintain 
contact with donors. Full and accurate sets 
of personal information also allow charities 
to improve targeting of resources to meet 
beneficiaries’ needs. However, with the 
introduction of the EU’s new General Data 
Protection Regulation (GDPR), charities have 
until May 2018 to ensure compliance. The 
GDPR provides for enhanced supervision by 
increasing the powers of the data protection 
commissioner allowing them to impose 
significant fines on charities that are non-
compliant. In advance of this deadline, 
charities now need to: 

•  Assess where their critical personal  
information is stored

•  Determine if it is adequately controlled

•  Ensure the charity has an incident response 
plan in place in the event of a data breach

In summary, charities need to be aware of the latest cyber 
risks. Ransomware, credit cards, and data privacy are key 
areas where cyber criminals are focused. Charities need 
a renewed focus in these areas to avoid financial loss and 
major reputational damage. 

PwC contacts

Pat Moran

Partner Cybersecurity 

(01) 792 5308

pat.moran@ie.pwc.com 

Leonard McAuliffe

Director

01 792 6832

leonard.mcauliffe@ie.pwc.com  

How can we Help?
PwC can provide Charities with insights on how best 
to prevent cyber risks from happening and also to help 
manage the incident in the event that it occurs. 
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What is governance?
Across all areas of an organisation, there can 
be a risk of confusing good compliance with 
good governance.    

Whereas compliance seeks to ensure 
adherence to rules, policies and decisions, 
governance focuses on setting policy and 
strategic decision-making.  Good governance 
seeks to answer the questions – why do we do 
what we do, and how can we make sure we 
get value for our efforts?  

In investment terms, compliance means 
ensuring that the nuts and bolts of a strategy 
are in place, and in line with the ethos and 
rules of the organisation.  While important, 
these are elements that stakeholders take 
for granted, and consequently derive limited 
value from. 

By contrast, governance focuses on achieving 
better outcomes for the organisation and 
its stakeholders – not least to maximise 
the utility of their spend on investments. 
Ensuring that this strategic approach is taken 
is intuitively sensible, given the resources 
often tied up in investments, and the risks 
of getting it wrong – and need not be time-
consuming or costly.

Governance or Compliance?
It’s useful to look at how other industries 
address the balance between getting things 
right, and doing the right thing.  

Gawande is an advocate for greater 
use of checklists, citing their history of 
accident prevention and better outcomes 
in healthcare, commercial aviation and 
skyscraper construction.  Crucially though, 
an effective checklist is not just a list of 
tasks that have to be ticked through – in 
fact, Gawande highlights this as a potential 
failure.  The key to a good checklist is in 
striking the balance between getting the 
basic things right, while fostering the 
communication needed to deal with more 
complex tasks.    Good checklists, he writes, 
are above all practical. 

Taking a checklist approach to investment 
governance runs the risk of achieving 
compliance at the expense of achieving 
better outcomes.    We will get the basics 
right, but we risk failing to articulate and find 
solutions to the more complex problems and 
decision points that will drive whether or not 
we achieve our long term goals.

Investment Governance for Not for Profits 

Governance is a hot topic 
in the Not for Profit sector, 
with organisations keen to 
demonstrate for a wide variety 
of stakeholders that they are not 
only compliant with best practice, 
but leading and developing ever 
deeper standards of conduct.

While previous issues of this 
newsletter have sought to 
introduce methods of working 
out what future income you 
might need, and how to align 
investment strategy with those 
goals, for this issue we wanted 
to think about investment 
governance, and how an 
investment strategy can best be 
overseen once implemented.

In his book “the Checklist 
Manifesto,” US surgeon Atul 
Gawande observes that the scale 
and complexity of the knowledge 
we now have in any given field is 
greater than our individual ability 
to use it.  For the first time in 
history, the biggest problem we 
have is not the lack of knowledge, 
but how to make sure we apply 
our knowledge consistently and 
correctly.  
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Where are the gaps?
Many organisations have gaps in information 
and understanding among their stakeholders 
and sometimes their decision-makers, when 
it comes to investment strategy. 

Our greatest focus should be on ensuring 
that the expectations of the organisation 
around what it is seeking to achieve through 
its investment strategy are understood, 
reasonable and consistent. 

At an overall level we believe there are 
four key headings under which governance 
should be considered: structure, outcomes, 
cost and benchmarking. 

1.  Structure: 
What is our investment strategy trying 
to achieve for our organisation and our 
stakeholders?

2.  Outcomes: 
Are we on track – and how do we define on 
track – and do our stakeholders understand it?

3.  Cost: 
Are we getting value for money, i.e. is our 
spend driving results?

4.  Benchmarking: 
How are our providers performing in line 
with what we should expect?

Even outside of the control of non-profit 
organisations, there are longer term 
investment and funding challenges which 
will need to be faced.  Low interest rates 
continue to affect achievable deposit rates, 
while investment market volatility made a 
return in 2016 – challenging those investors 
who have taken on more risk in response to 
the low deposit rates. 

The key takeaway from these challenges is 
the importance of ensuring that governance 
resources – including the people and the 
processes involved in investment oversight – 
are appropriately structured.  The objective 
in governance should be to question how an 
organisation’s investment strategy relates to 
its goals, to ensure that attention is targeted 
where it is most needed and that the right 
tools are in place to make plans, and to re-
evaluate as circumstances change. 

PwC contact

Anna Kinsella

Director

(01) 792 6171

anna.kinsella@ie.pwc.com 
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While many of the activities normally 
carried on by charities are exempt from 
VAT under the EU VAT Directive, there is 
no specific charitable exemption from VAT, 
equivalent to the concept of charitable 
status for other taxes (e.g. income tax). 
Accordingly, the fact that an organisation 
is a registered charity does not, in itself, 
mean that the organisation is not within 
the scope of VAT. 

For VAT purposes one needs to look at 
the nature of the supplies being made 
and whether such supplies are liable 
to VAT. However, in order for VAT to 
be chargeable, the supply of goods or 
services must also be made in the course 
or furtherance of business. In practice, and 
depending on the scale of activities, the 
Revenue Commissioners generally take 
the view that charities are not in business. 
As a result, activities that would be liable 
to VAT if carried on by a trader (e.g. shop 
or café), are not usually regarded as 
taxable when operated by a charity, and 
so most supplies of goods and services by 
a charity are considered to be outside the 
scope of VAT. 

Charities engaged exclusively in exempt 
activities, or activities not within the scope of 
VAT, are not obliged or entitled to register for 
VAT.  In certain circumstances the activities 
of a charity may be considered to be in 
competition with commercial traders and the 
charity may then be required to register and 
account for VAT on these activities.

A charity that acquires, or is likely to acquire, 
more than €41,000 worth of goods in total 
from other EU countries, in any period 
of twelve months, must register and self-
account for VAT on those acquisitions. In 
this scenario, the charity quotes its Irish VAT 
registration number to the foreign supplier, 
receives the goods free of any local VAT in 
the country of the supplier, and accounts 
instead to the Revenue Commissioners for 
Irish VAT. In effect the place of taxation is 
shifted to Ireland.

The consequence of this VAT treatment of 
charities, which was intended to lessen their 
VAT and administrative burden, is that, 
while they generally do not have to charge 
VAT, they correspondingly cannot claim 
repayment of the VAT element of their costs. 
This means that VAT is a real cost to them . 

This has been recognised by the 
Government, but as national VAT 
legislation must generally conform to the 
principles of the EU VAT Directive, we do 
not expect the solution to be by way of a 
change in Irish VAT legislation. Various 
countries within the EU have introduced 
some form of VAT refund mechanism 
in order to alleviate the VAT burden for 
charities, some being more successful 
in achieving the intended result than 
others. Following representations made 
by the Irish Charities Tax Reform Group 
(ICTR), the Department of Finance and 
ICTR produced a report on the issue in 
2015, to examine how charities might be 
compensated in this regard.  The Minister 
for Finance indicated in his Budget 2017 
speech last October that he had asked his 
officials to engage again with the group 
with a view to reviewing the options. 

That engagement has led to a number 
of meetings between Charities Institute 
Ireland (formerly ICTR), Revenue and the 
Department over the past few months, 
and we await with interest the outcome 
of those discussions in the not too distant 
future. We will provide an update in the 
next edition of Charity News.

Tax update: VAT savings on the way?

PwC contacts

 
 
 
 
 
 
 
 

Chris Timmins

Director VAT

(01) 792 6768

chris.timmins@ie.pwc.com

Annemarie Janse van Rensburg

Manager VAT

(01) 792 8049

annemarie.j.janse.van.rensburg@ie.pwc.com
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The next two years are likely to be a lot 
busier than usual for those dealing with 
payroll and employment tax in Ireland, 
following the announcement by the 
Minister for Finance in his Budget 2017 
speech that:

‘The Revenue Commissioners are launching 
a consultation process… that is intended 
to lead to a fundamental redesign and 
modernisation of the PAYE system.’

A public consultation ran from 11 October 
to 12 December 2016. The proposed reform 
of the PAYE system is due to take effect on 1 
January 2019. 

Between now and then, employers, 
employees, payroll providers, payroll 
software providers and tax advisers will work 
with Revenue to design and put in place 
new procedures to modernise the Irish PAYE 
system, which is more than 50 years old. 

Modernisation means a  
reporting revolution
Billed as ‘PAYE modernisation’, Revenue 
is moving towards Real Time Reporting 
(RTR) for employers. This is a significant 
development. It follows the path taken by the 
UK, where RTR has been in place since April 
2013. 

Charities dealing with their Relevant 
Contracts Tax (RCT) obligations are 
already familiar with the principles of RTR, 
which has been in place here for RCT since 
2012. This electronic reporting system, 
which captures all interactions between 
principal contractors and Revenue, has 
been strictly enforced since its introduction. 
When compared to PAYE, RCT reporting 
is generally considered to be more 
straightforward. For employers, PAYE RTR 
will mean having to report pay, tax and other 
deductions, as well as any employees leaving 
their employment, at the same time as they 
run their payroll function. In a nutshell, the 
reporting obligation of all employers will 
need to be integrated into their individual 
payroll runs. No more P30s, P35s, P45s  
or P60s.

According to Revenue, the anticipated 
benefits for stakeholders include:  

•  streamlined processes, reducing the 
administrative burden on employers; and

•  up to date information for employees on 
the calculation of their tax deductions.

Increasing Revenue’s ability to conduct more 
accurate tax compliance risk analysis, RTR 
will put pressure on charities’ resources and 
budgets. Organisations need to be mindful 
of the pitfalls that can arise, as well as the 
employment tax and payroll risks that can 
occur.

RTR will give Revenue real-time oversight 
of a charity’s payroll operation. This will 
increase the focus on employment tax 
compliance in each pay period. The quality 
of information and the timeliness of data 
reporting will be key. It may increase the 
likelihood of selection for review as part of 
Revenue’s compliance programme. It seems 
inevitable that there will be greater employer 
day to day interaction with Revenue as a 
result of RTR. The extent to which a company 
responds to the new obligations may affect 
their relationship with Revenue. 

A PAYE reporting revolution is 
on the horizon in Ireland, and 
charities, as employers, should 
not underestimate the challenge 
which this will present. 

PAYE modernisation – what’s facing Irish charities?
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Charities may need to conduct a full review 
of their reporting and tracking systems 
before 2019. There may be a need to design 
new policies and procedures to capture 
information which was not required before. 
Payroll software will need to be reviewed to 
ensure that it is capable of complying with 
the new obligations. 

Charities may also face increased 
expectations from employees in relation to 
the processing and reporting to Revenue of 
their pay and tax details, supporting their 
claim for tax credits on a real time basis.

Who should be involved in planning 
to implement the changes? 
We suggest an integrated approach across 
the charity to reduce the risk of non-
compliance and the resulting reputational 
damage of getting it wrong. Depending 
on the scale of the organisation, multiple 
stakeholders (including Payroll, Systems, 
HR, Tax and Finance) and, potentially, 
external vendors and advisers, may have 
a part to play in planning to minimise risk 
and ensure that compliance processes are 
prepared to handle the complexities. 

PwC contacts

 
 
 
 
 
 
 
 

Doone O’Doherty

Director

(01) 792 6593

Doone.odoherty@ie.pwc.com

Jessica Webbley-O’Gorman

Senior Manager

(01) 792 6518

jessica.webbley-ogorman@ie.pwc.com
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If the Regulations apply then they  
require companies and other legal 
entities, incorporated in Ireland, to 
take all reasonable steps to gather and 
maintain adequate, accurate and current 
information on their beneficial owners 
on a beneficial ownership register (the 
“Register”).  A beneficial owner is a 
natural person who directly or indirectly 
owns or controls over 25% of the share 
capital or the voting rights or control 

by any other means.  Charitable trusts or 
charitable unincorporated associations are 
not currently subject to the Regulations.

Those charities that are registered as 
companies are, in the majority, companies 
limited by guarantee which do not have a 
share capital or voting rights (other than one 
member, one vote).  For these companies it 
can be a challenge to identify the ultimate 
beneficial owners.  If the beneficial owner 
cannot be identified then the details of those 
who are the senior management must be 
entered on the Register and this includes the 
CEO and the directors.  

If the beneficial owners give notice of their 
relevant ownership or control, then the 
company is obliged to enter these details 
on the Register.  If the beneficial owners do 
not identify themselves, then the company 
is required to give notice to each person 
they reasonably believe to be, or reasonably 
believe to know the identity of, the beneficial 
owners to confirm their details.

Currently, the internal Register maintained 
by a company is not available to the public.  
However, AMLD4 requires that by June 

2017 a centralised register is created and 
it is envisaged that this will be held by the 
Companies Registration Office.  This central 
register will be accessible by competent 
authorities and financial intelligence units, 
entities required to carry out customer due 
diligence and others who demonstrate a 
legitimate interest in the information.

Failure to comply with the Regulations is a 
criminal offence.

Mandatory E-filing at the  
Companies Registration Office
The Companies Registration is introducing 
mandatory e-filing of the Annual Return and 
financial statements from 1 June 2017.  It 
will no longer be possible to file hard copies 
of these documents and doing so may result 
in the documents being returned and late 
filing penalties being received. Filing fees will 
have to be paid online and e-filing will mean 
cheaper filing fees of EUR20 per Annual 
Return.  Certain other forms, including the 
B2 (registered office), B10 (directors and 
secretary changes) and B73 (extension of 
annual return date) must also be filed online 
from 1 June 2017 and will be free to file.

On 15 November 2016, the 
European Union (Anti-Money 
Laundering: Beneficial Ownership 
of Corporate Entities) Regulations 
2016 (the “Regulations”) were 
published by the Department 
of Finance.  These regulations 
derive from the EU’s Fourth 
Anti-Money Laundering Directive 
(AMLD4) and apply to companies, 
including companies limited 
by guarantee, and other legal 
entities.

Company Law Update - Beneficial Ownership Register

PwC contact

 
 
 
 
 
 
 
 

Fiona Barry

Senior Manager

(01) 792 6720

fiona.barry@ie.pwc.com 

How can we Help?
Fiona and her team of experienced chartered 
secretaries can assist you in creating and 
maintaining the Beneficial Ownership 
Register.  In addition PwC can act as your 
e-filing agent and our team can generally 
assist with any of your requirements under 
the Companies Act 2014.
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Of further interest
Growing Cyber Attacks 
on Irish SMEs

www.pwc.ie

Growing Cyber Attacks 
on Irish SMEs

Pictured are (l-r): Pat Moran (Leader, PwC Cybersecurity practice), Stuart Borgman (EMEA Director for 
Cyber security, Palo Alto Networks) and Mark Kellett (CEO, Magnett).

Irish SMEs have never been more vulnerable 
to cyber threats, according to Magnet, the 
organisers of a Cyber Security Briefing taking 
place in the Aviva Stadium, Dublin, on June 
15th next.

Guest speakers include Pat Moran, Head of 
Cybercrime & IT Forensics at PwC, and Stuart 
Borgman, Director of Cyber Security 
Engineering at the world’s fastest growing 
network security company, Palo Alto 
Networks.

The frequency of cyberattacks against Irish 
businesses has risen from 25% in 2012 to 44% 
currently, considerably higher than the global 
average of 32%.  According to PWC's 2016 
Irish Economic Crime survey, as well as the 
rate of cyberattack on Irish business almost 
doubling since 2012, the cost associated with 
cybercrime has jumped too.

Also addressing the Cyber Security Briefing, 
Mark Fielding, ISME CEO, will outline the 
challenges Irish businesses are facing with 
rapidly evolving technology platforms, and the 
security risk that can present.

June 2016

Agents of change: Transforming finance 
functions and achieving cost savings

www.pwc.ie 

Agents of change 
It is possible to successfully transform a finance 
function in 18-24 months and achieve cost 
savings of up to 40%, write Amy Ball and 
Garrett Cronin.

During the sharpest recession in recent 
history, many finance leaders were forced 
to deliver a broader range of services with 
fewer resources as companies scaled back 
in light of declining revenues.  The ever-
changing economic conditions therefore 
forced finance functions to be more agile, 
and highlighted the need for professionals 
to take a proactive approach to developing 
strategies that would help their firms 
survive and thrive amid future challenges. 

In the immediate aftermath of the financial 
crisis, some organisations were better 
placed than others to adapt to the 
challenging economic conditions.  Indeed, 
leading finance functions came into their 
own during this period and finance leaders 
repositioned their teams as business 
partners – advising and challenging their 
executive teams as they navigated the 
changing landscape.  

Such finance leaders leveraged technology 
to automate transactional activity and 
restructured the finance function’s 
operating model to take advantage of 
centralised shared service teams and 
centres of excellence.  Brave decisions 
were made on investment in enterprise 
resource planning (ERP) systems and 
financial planning and analysis (FP&A) 
tools, while increased focus was placed on 
producing consistent real-time data. 

These strategies created additional 
capacity within finance teams to work on 
strategic activities and drive efficiencies 
throughout the organisation.  These 
organisations, which adapted well to 
recessionary times, are now well-placed to 
capitalise on the ongoing economic 
recovery. 

MANAGEMENT 
ACCOUNTING 
 
ACCOUNTANCY IRELAND 
FEBRUARY 2016 
VOL.48 NO.1 November 2015

www.pwc.ie

Directors’ Compliance 
Statement

The Companies Act 2014, which came into effect 
on 1 June 2015, imposes a new compliance 
related requirement on many company directors. 
The requirement can be simply stated - include  
a statement in the Directors’ Report:

•   acknowledging responsibility for securing 
compliance with relevant obligations, and

•   confirming that certain things have been done 
(or providing explanations for things not done).

But what companies are affected?  
When does this requirement begin?  
What are the relevant obligations?  
And what are the things that need  
to be done? 

This requirement applies to all directors of large 
(balance sheet over €12.5m and turnover over 
€25m) Irish limited companies and PLCs, other 
than investment companies, for financial years 
beginning on or after 1 June 2015. The relevant 
obligations are those relating to all tax laws and 
those company law provisions where failure to 
meet them is a category 1 or category 2 offence,  
or a serious Market Abuse or serious Prospectus 
offence, ie the most serious offences. 

The actions that need to be taken are to:

•   draw up a compliance policy statement setting 
out appropriate (in the directors’ opinion) 
policies regarding compliance with relevant 
obligations

•   put appropriate arrangements and structures 
in place to secure material compliance

•   conduct a review, during the period, of the 
arrangements and structures

How we can help:

PwC can provide a range of services  
tailored to your needs, including: 

•   helping your boards to understand  
their responsibilities

•   helping you to assess the relevant  
obligations applicable to your organisation

•   performing independent health  
checks – tax/company secretarial

•   assisting with the drafting of policy statements

•   designing and / or documenting  
appropriate structures and arrangements

•   conducting real-time reviews.

For further information on the new 
Directors’ Compliance Statement 
requirements, please contact any  
of the following:

Elaine Mitchell   
Tax Senior Manager 
elaine.mitchell@ie.pwc.com  
+353 1 792 5592

Ruairí Cosgrove  
Entity Governance and Compliance Director 
ruairi.cosgrove@ie.pwc.com  
+353 1 792 6070

Andy Banks   
Assurance Partner 
andy.j.banks@ie.pwc.com   
+353 1 792 6805

This content is for general information purposes only, and should not be used 
as a substitute for consultation with professional advisors.

© 2015 PricewaterhouseCoopers. All rights reserved. PwC refers to the PwC 
network and/or one or more of its member firms, each of which is a separate 
legal entity. Please see www.pwc.com/structure for further details. 05693

Directors Compliance Statement
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Community Matters for 2016
The PwC People Giving Scheme
•  We are in our 10th year of the scheme - 

€550K raised for charities with over 25 
charities benefitting

•  Raised €56,416 through payroll  
donations and fundraising events in 2016

•  Charities were Irish Cancer Society,  
Down Syndrome Ireland and CMRF - 
Crumlin Children’s Hospital

CMRF fundraiser
Christmas carol fundraiser in Restaurant 
with in house band Consultants of Swing, 
raising €1,091 for CMRF - Crumlin Children’s 
Hospital

Our PwC team supporting the Aware Ball 
L-R Michele Stokes, Aisling Fitzgerald,  
Angela Devaney, Anna Kinsella

Localise Project
Worked with the local school in NorthWall 
St Laurence’s O’Toole’s boys & girls school. 
It is a 12 week project where a team of PwC 
volunteers work with the 6th class boys and 
girls to develop a project they can roll out 
that will give back to their community. This 
year the chosen project was for “Inner City 
Helping Homeless, a charity supporting the 
homeless in the D1/2 area. We ran with the 
students an event called “ #StreetLife”. We 
raised €4,960.
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PwC Not for Profit Team

Fiona Barry
Entity Governance  
& Compliance  
Senior Manager

fiona.barry@ie.pwc.com
+353(0) 1 792 6720

Teresa McColgan 
Tax Partner

teresa.mccolgan@ie.pwc.com 
+353 1 792 8613

Aisling Fitzgerald 
Assurance Director

aisling.fitzgerald@ie.pwc.com 
+353 1 792 8707

Ken Johnson 
Assurance Partner

ken.m.johnson@ie.pwc.com
+353 (0)61 792 8520

Dervla McCormack 
Strategy Partner

dervla.mccormack@ie.pwc.com
+353 1 792 8520

Paul Hennessy
Assurance Partner

paul.hennessy@ie.pwc.com 
+353 1 792 6012

Chris Timmins 
VAT Director

chris.timmins@ie.pwc.com 
+353 1 792 6768

Pat Moran 
Cybersecurity Partner

pat.moran@ie.pwc.com 
+353 1 792 5308

Angela Devaney 
Assurance  
Senior Manger

angela.devaney@ie.pwc.com 
+353 1 792 6861

Ciara Whelan 
Tax Director

ciara.whelan@ie.pwc.com 
+353 1 792 8635

Anna Kinsella 
Pensions and Investments 
Director

anna.kinsella@ie.pwc.com
+353 1 792 6171

Andy Banks 
Risk Advisory Partner  

andy.j.banks@ie.pwc.com
+353 1 792 6805
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