
Change in accounting policy – Investment property

• Section 16 FRS 102 – the triennial review change
• Retrospective adjustment;
• The impact from a tax perspective – Close Co. 

Surcharge issues & interaction with Co. law
• Fair value movement not relevant but depreciation 

has impact 



Defective Financial Statements
• The CRO story;
• Section 368 CA – what the CRO determine as a 

‘prominent position’
• The layout they require. 



Possible Insolvency
• Importance of documentation & continuous meetings to protect directors in CVL.
• ODCE guidance - issues look at when deciding whether to restrict;
• Decisions made in good faith & honestly unlikely to result in restriction;
• When assessing restriction they look to:

– Adequacy of ongoing monitoring of Co. position;
– If financial advise sought
– Basis for view that would trade out of difficulty
– Length of time continued trade when insolvency was apparent
– Extent Co. position continued to deteriorate & accrue liabilities
– Steps taken to reduce costs
– If tax liabilities – when arose? And compliance with revenue rules - warehousing

• Not consider restriction 
– if insolvency arose ‘events outside control of director‘
– ‘Due regard on impact of pandemic in causing insolvency



Flowering/Growth Share
• What is it?
• How can it be used to incentivise employees?
• The tax implications?
• The Company Law implications? 



Conclusion

• Many topics.
• Hopefully something to take away



KnowledgeHUB - Most Common Technical 
Queries of 2020

Mike O’Halloran



I have recently taken on a new audit client. I wrote 
to the previous auditor for professional clearance 
several times but they have not replied. 

Can I accept appointment?



• Consider the code of ethics of relevant institute 
(CAI, ACCA, CPA). 

• Having been asked to accept appointment, the 
accountant shall seek confirmation that there are 
no professional reasons why the engagement 
cannot be accepted. 



• Client’s permission should be obtained before 
writing to the predecessor accountant.

• Be mindful of any AML issues (if any).
• Where professional clearance is not answered the 

accountant should write to the predecessor 
accountant again by recorded delivery.



• Should state an intention to accept the 
appointment in the absence of a reply within a 
specific and reasonable period.

• Firm is entitled to assume that the silence in 
responding implies that there was no adverse 
comment to be made.

• This does not absolve a firm from carrying out 
professional clearance as normal.



• I have a company who bought shares at say 
€100,000. These are valued at  €30,000 at the year 
end and carried at same in the financial 
statements.

• Should I recognise a deferred tax asset at 
€70,000*33%?



• Need to look at section 29.7 of FRS 102 which 
states;

• “Unrelieved tax losses and other deferred tax assets shall 
be recognised only to the extent that it is probable that 
they will be recovered against the reversal of deferred tax 
liabilities or other future taxable profits (the very 
existence of unrelieved tax losses is strong evidence that 
there may not be other future taxable profits against 
which the losses will be relieved)."



• In this situation we have tax losses and therefore a 
potential deferred tax asset arises.

• Consider whether it is “probable” that the losses will be 
recovered.
– future projections
– how much losses are incurred & whether the value has 

recovered since the year end.
– Do losses expire at some point in future?



• If I am auditing a set of financial statements where 
the prior year is unaudited are there any 
additional paragraphs to include in my audit 
report?



• Need to consider ISA 710 (14).
• Need to carry out audit procedures on the opening 

balances (ISA 510).
• No specific guidance in ISA 710 on how the “other 

matters” paragraph should be worded.



Example paragraph to include in audit report
Other matter
The prior year financial statements were not subject 
to audit and consequently the comparative figures are 
unaudited.



• I have a client who holds an asset which cannot be 
easily valued (sporting venue). COVID-19 has 
presented an impairment indicator and I am trying 
to carry out an impairment review. How can I 
assess “fair value” in this instance?



• First thing to consider is section 27 of FRS 102.
• Impairment review- Carrying value vs. Recoverable 

amount.
• Recoverable amount is the higher of Value in Use

and Recoverable Amount.



• Value in use will be derived from considering the 
future cashflows and also following the rules set out 
in section 27.15 to 27.20 of FRS 102.



• Fair Value more difficult to establish in this instance
• need to refer to the appendix to section 2 of FRS 

102 and consider the hierarchy set out in this to 
establish "fair value";



• The best evidence of fair value is a quoted price for 
an identical asset (or similar asset) in an active 
market.

• Next a binding agreement or recent transaction for 
an identical asset.



• Next a “valuation technique” should be considered 
to see if fair value can be determined.
– Valuation technique should be commonly used by 

market participants & technique should demonstrably 
provide reliable estimates of prices obtained.

– Should make use of market determined inputs and not 
entity determined inputs.



• Valuation technique can only be used if;
– It reasonably reflects how the market could be 

expected to price the asset, and 
– The inputs to the valuation technique reasonably 

represent market expectations and measures of the risk 
return factors inherent in the asset.



• If the range of reasonable fair value estimates is significant 
and the probabilities of the various estimates cannot be 
reasonably assessed, an entity is precluded from 
measuring the asset at fair value as it cannot be 
determined.

• If this is the case then when assessing for impairment, the 
value in use should be used to determine the recoverable 
amount. If the recoverable amount < carrying amount 
then an impairment is required.
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Case Study: 
 
An Irish Company (Co. A) is owned by 100% by a Spanish parent company. Co. A. owns 100% of 
another Irish Company (Co. B). Co. B ceased trading a number of years ago but is owed €1,000,000 
from Co. A – this balance arose from trading (i.e. the sale of goods/services by Co. B to Co. A). Co. A 
has just ceased trading. Co. A is owed €2,100,000 from its German parent Company - this balance 
arose from trading (i.e. the sale of goods/services by Co. B to the German Parent). The German 
Parent has advised that if Co. A were to write off the balance owed it would have significant tax 
consequences for the German company so their preference is not to have Co. A write off the balance 
(they would be ok with a write off of a small balance). The German Parent has asked for advise on 
how best Co. A can clear its balance with Co. B and how Co. B could get to a situation where the 
amount owed by the Parent can be cleared. 
 
Details of the capital and reserves Section of Co. A and Co. B are as follows: 
                                                                           Co. A                                                   Co. B 
Ordinary share capital                                  300,000                                             €200,000 
Profit and loss/Distributable reserves      €1,000,000                                        €800,000 
 
The client has informed you that the ultimate goal here is for the Co. B is to be dissolved as they are 
no longer trading. Co. A has other assets so it will continue in existence. 
 
You have been asked to provide advice on the best options here, this includes providing details of 
any Company law procedures that should be performed to allow any option to be implemented (or 
before any option is implemented) or certain company law procedures that could be utilised. You 
have also been requested to advise on the tax implications of the course of action suggested 
including the returns to be filed and tax to be considered where a dividend is the proposed course of 
action.  
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Covid-19 and the insolvency-related functions of the ODCE 
 

Directors of companies that have recently become unable to pay their debts as they fall due, or 

that are at risk of becoming so unable in the near term, are understood to have concerns 

regarding the operation of certain company law provisions - in particular, regarding the 

perceived risk of having a declaration of restriction made against them in circumstances where 

they have acted in good faith and the company’s inability to pay debts as they fall due is as a 

consequence of the Covid-19 pandemic (“the pandemic”).   

 

Where the inability to pay company debts as they fall due has arisen as a consequence of the 

pandemic, the Office of the Director of Corporate Enforcement (“ODCE”) notes a number of 

key considerations that are relevant to the ODCE’s determination as to whether directors of 

such companies will be able to demonstrate that they have acted honestly and responsibly, and, 

if not, whether they should be offered restriction undertakings or otherwise face restriction 

applications before the High Court. The aforementioned considerations include, but are not 

limited to, the following: 

 

1. Liquidators of companies in insolvent liquidation are obliged to submit an initial statutory 

report to the ODCE within 6 months of their appointment.  

 

2. Liquidators of such companies are obliged to apply to the High Court for the restriction of 

the relevant directors unless relieved of that obligation by the ODCE (and unless the 

relevant director(s) have been offered, and have accepted, a restriction undertaking).     

 

3. The ODCE will generally grant relief to liquidators from their obligation to make a 

restriction application in any case where the available evidence clearly demonstrates that a 

company director has acted honestly and responsibly in the conduct of a company’s affairs.  
 

4. Consistent with the fact that a majority of company insolvencies arise as a result of 

legitimate business failure, the ODCE grants such relief in the large majority of cases. Only 

a small minority of directors of insolvent companies are offered restriction undertakings or 

otherwise face the prospect of being restricted by the Courts.  

 

5. The ODCE considers each company’s case on its own merits, taking into account both the 

report(s) submitted by the liquidator and any other relevant information which may have 

been obtained independently of the liquidator.   

 



6. The ODCE would generally not consider directors to have acted dishonestly or 

irresponsibly in circumstances where the company has become insolvent as a consequence 

of events largely, and genuinely, outside the directors’ control.  This has been the position 

adopted throughout the period of almost 20 years that the ODCE has been adjudicating 

upon liquidators’ reports. It is the actions taken, or not taken, by the directors in response 

to financial difficulties being faced by the company that will inform the assessment as to 

whether directors should face a restriction application (or undertaking as the case may be). 

 

7. Directors may currently, or may shortly, find themselves in the position where they believe 

that companies of which they are directors are unable to pay their debts as they fall due 

and, as such, may be concerned as to the implications of any decision to continue trading 

in such circumstances.   
 

8. Whilst continuing to trade while insolvent would generally give rise to a significant risk 

that the directors concerned could face restriction proceedings (and possibly other 

consequences depending upon the relevant facts and circumstances), the ODCE notes that 

the Courts have demonstrated a willingness to afford some latitude for a continuation of 

trading for a short period in certain circumstances. The extension of any such latitude by 

the Courts would generally be contingent upon (i) there having been a reasonable prospect 

that the company would be able to trade out of its difficulties in a relatively short timeframe; 

and (ii) the directors having acted in good faith and having acted honestly and responsibly 

in all other respects.  

 

9. In the case of those companies that do enter insolvent liquidation over the coming months, 

the ODCE will have due regard to the impacts of the pandemic as it carries out its functions 

of examining, and adjudicating upon, liquidators’ reports. In that context, issues that the 

ODCE will expect liquidators to have examined, and which the ODCE will itself have 

regard to, will include: 

 

a) the adequacy of the directors’ processes and procedures for monitoring the 

company’s financial position on an ongoing basis; 

 

b)  whether, and if so at what point, directors sought professional advice relating to the 

insolvency/impending insolvency; 

 

c) the basis upon which the company’s directors formed the view that the company 

would be able to trade out of its difficulties within a reasonable timeframe (which 

might include, for example, the potential impact of access to Government grants, 

loans and other supports, both already announced and in prospect); 

 

 

 



d) the length of time that trading continued after it had become apparent, or should 

have been apparent, that the company was insolvent; 
 

e) the extent to which the company’s financial position continued to deteriorate, as 

well as the nature of any additional liabilities that accrued, during the period during 

which the directors knew, or ought to have known, that the company was insolvent; 

 

f) in cases where there are material tax liabilities involved, the extent to which such 

liabilities arose prior to, or during, the pandemic and, where they arose during the 

pandemic period, the extent to which the company availed of, and complied with, 

the Revenue Commissioners’ requirements for deferred payment and warehousing 

of liabilities; 

 

g) the steps taken to reduce costs and/or to restructure the business. 
 

10. In the context of the subject matter of this statement, the ODCE notes the Revenue 

Commissioners’ stated position that a declaration made as part of an application for the 

COVID-19 Temporary Wage Subsidy Scheme is not a declaration of insolvency.  

 

11. The ODCE is independent in the discharge of its statutory functions and must have regard 

to the facts and circumstances in each individual case and, as such, cannot be prescriptive 

in a general sense as to how it might discharge its functions in respect of future cases. 

However, provided that directors’ decisions and judgements were: 
 

a) made on the basis of objectively verifiable evidence; 

 

b) based on assessments and assumptions that were reasonable in the context of the 

circumstances pertaining at the relevant times; 

 

c) made in good faith and the directors otherwise acted honestly and responsibly,  
 

it is unlikely that the ODCE will consider that the company directors concerned should be 

restricted. 
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