Is your business prepared for IFRS 15?
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The introduction of IFRS 15 marks
the end of a decade of continuous
transformation in financial reporting

From 1 January 2017, the way companies recognise revenue is changing.
The International Accounting Standards Board (IASB) and US Financial
Accounting Standards Board (FASB) have issued their joint revenue recognition
standard, IFRS 15: Revenue from Contracts with Customers.
Taking more than 10 years of research and planning, the new standard
replaces all existing IFRS and US GAAP revenue recognition.
IFRS 15 will align revenue reporting with the US reporting standard, US
GAAP. The new standard eliminates global differences and conflicting
requirements in recognising revenue making it much easier to compare
reported revenues across countries, industries and capital markets.
To establish the key factors impacting businesses following the
introduction of IFRS 15, GAAPweb, the UK’s #1 job site for finance and
accountancy professionals partnered with Cedar a specialist senior finance
& accountancy recruitment consultancy.

Introduction
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Our survey audience

To understand the impact IFRS 15 will have on UK businesses we surveyed
over 300 senior finance professionals in major corporations. We generated
responses from CFOs, Finance Directors, Financial Controllers, Senior
Finance Managers & Group Accountants from companies including:

Our sample audience includes respondents from key sectors such as:

Property

Telecoms

Utilities

Technology

Retail

Software

Media

Energy

FMCG

Insurance

Who we surveyed
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Our Findings
By 2017 all companies will need to meet stringent new IFRS 15 revenue
recognition accounting standards. Although the IASB is not able to
definitively explain the extent to which IFRS 15 might affect businesses at
this stage, it has issued a list of key sectors most likely to be impacted
which includes:
Telecommunications
Technology
Consumer products
Distribution

Industrial products
Retail & Wholesale
Real estate
Media

Despite the new requirements replacing all existing IFRS and US
GAAP guidelines, over a third (36%) of participants were unaware of
any changes affecting revenue recognition and only 27% of
respondents envisage that the introduction of IFRS 15 will impact
their organisation.
Those participants that were aware of IFRS 15 were predominantly working
in the energy, technology and telecoms sectors. They stated that
reporting, auditing, income statement profiles, costs and margins are all
areas that are most likely to be affected by the new Standard.

The impact of IFRS 15

In the telecoms sector, participants stated that “forecasting, executive
remuneration, staff payment plans, IT systems and investor relations”
would also be impacted.Those working in sectors such as engineering,
healthcare and energy all outlined issues affecting GAAP principles
specific to other countries and jurisdictions, with US GAAP and Belgian
GAAP being specifically highlighted.
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Preparing for the change
Despite the fact that all companies must be fully compliant to the new
standard, it is surprising that the survey revealed that the majority (52%)
of those surveyed have made no preparations for the changes thus far.
4%
No preparations have been made so far

9%

Reviewed requirements of the new standard
Carried out an impact assessment to understand
financial implications
Established project team to implement changes

52%
35%

Due to the scale of the impact on businesses in the telecoms, technology
and property sectors, some companies are already establishing dedicated
project teams to effectively manage the change and have started internal
preparations for the new standard.
35% of respondents have reviewed the requirements set by the
new standard, 9% have begun conducting impact assessments to
understand the financial implications and 4% have already established a
dedicated project team to implement and manage the changes.

Preparing for the change

Businesses are starting to identify skill gaps in their existing finance
divisions and are implementing recruitment strategies to source external
talent to bolster their teams.
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Challenges faced when implementing
the changes
The challenges affect the following key disciplines

Revenue allocation and accounting estimates
Implementing new systems and processes
Presentation and disclosure requirements
On-going operation of systems and processes
Communicating performance to stakeholders
No particular challenge
Other
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Using US (GAAP)

Of our respondents, 30% stated that the biggest challenge lay with the
allocation of revenue and accounting estimates, while 17% stated that
putting new systems and processes in place would be problematic, with one
C-suite respondent stating that “Implementing new systems and processes”
posed a challenge, whilst another stated that “ensuring new contracts are in
place before existing contracts expire” was a priority.
In addition, 14% of senior finance professionals expected presentation and
disclosure requirements to be a demanding challenge.

Implementing the changes
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Managing the changes

Despite the magnitude of the changes being put in place, the majority of
senior finance professionals expect their existing teams to absorb the
additional workload with 86% of respondents not anticipating recruiting
for finance staff to assist in managing the change.
However, 14% stated that they would need to recruit, with experts in
the fields of transformation, IFRS and US GAAP being the most in
demand. Respondents from companies in telecommunications,
construction and business services all outlined a need for additional
staff in these areas.

8%
8%

IFRS or US GAAP Expertise
Transformation

40%

12%

System development and implementation
Business intelligence
Planning and analysis

12%

Other

20%

Managing the changes
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Timescales for recruitment
Although the changes will not be implemented until January 2017, the
significance of the changes for some key sectors means that business must start
to prepare well in advance in order to become fully compliant before the deadline.
As a result, recruitment was identified as taking place in the short to medium
term. The majority of respondents felt they’d need to recruit in 2015 (39%)
and 2016 (47%). Following the current employment trend, 81% stated that the
need for permanent staff took precedent over interim for IFRS 15 projects.

14%
39%

2016
2015
2017

Timescales for recruitment

47%
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Conclusion
By 2017 all companies will need to meet stringent new IFRS 15 revenue
recognition accounting standards that will replace all existing IFRS and US GAAP
guidelines. Businesses have no choice but to create new processes that can
supplement existing systems to cope with the complexity and additional data
volumes that the new accounting rules will bring. However, of the senior finance
professionals who participated in our survey, the majority were aware of the new
regulations but did not envisage the change having a significant impact on their
respective businesses. Over half of those surveyed had made no preparations
for the change.
Respondents who predicted a greater impact on their businesses work in
industries including telecommunications, technology and property. This lends
further support to “Revenue recognition: finally, a standard approach for all”,
and “IASB and FASB issue new revenue recognition standard – IFRS 15”,
reports published by the IFRS Foundation and Ernst & Young respectively. Both
detail the complexity of recognising revenue from telecoms goods bundles and
sale of real estate being made clearer by IFRS 15.
In terms of the challenges faced in adapting for IFRS 15, unsurprisingly the
allocation of revenue and accounting estimates came out on top, with the
implementation of new processes and presentation/disclosure requirements
also a concern. In the lead up to 1 January 2017, the majority of those surveyed
didn’t anticipate that they would need to recruit to assist with the transition.
Those who did express the need for recruitment stated that experts in
transformation, IFRS & GAAP would be required. Skilled finance professionals in
system development and implementation were also needed to manage the
change.

Cedar is currently working in partnership with companies including; BT,
Rackspace, Intuit, Vodafone and many other businesses on their recruitment
strategies specifically to manage IFRS 15 and have recently placed several
candidates for whom part of their remit was to get the business ready for
IFRS 15.
Companies who do not yet have preparations in place or are expecting their
current finance teams to manage the impact of IFRS 15 as well as their
current duties, run the risk of compromising their current responsibilities and
increasing pressure in their role which may lead to them looking for another
opportunity.
It is clear from the results of this survey that more preparations need to be
made in order to prepare for the implementation of the new Standard and that
more work needs to be done to make businesses more aware of the changes
to the existing regulations and their impact.
Cedar predicts that once the requirements of IFRS 15 are fully analysed by
businesses – it will become apparent that they will need to source external
talent to manage the change. In order for your business to be successful,
preparations should be implemented as early as possible to secure the best
talent in the market. Cedar also predicts that transformation experts and
those who have previous experience in implementing US GAAP projects will
be highly sought after and that salaries will continue to rise in the senior
finance sector to reflect this.
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About

GAAPweb is the UK’s leading job site for finance and
accountancy professionals, advertising the latest vacancies from
Part Qualified Accountants to Finance Directors across all
industry sectors.
Over 135,000 accountants visit GAAPweb each month, delivering
high calibre candidates for a range of employers from SMEs
through to big 4 and global brands. GAAPweb attracts a
professional and qualified audience with 78% of candidates
holding a professional qualification. GAAPweb develop their
quality audience through long-standing affiliations with key
partners such as AAT, ACCA, IFA, PQ Magazine, key universities,
the Institute of Directors, and Winmark’s FD Chamber.

About

Cedar is a specialist senior finance recruitment consultancy
operating across the UK and international markets. In today’s
highly competitive business environment, it is critical to secure
and retain the best talent in the market. Cedar represents a
diverse client and candidate base, focusing solely on the
appointment of senior finance professionals from newly
qualified to CFO level. Since its inception in 2003, Cedar has
maintained an enviable reputation within the finance market
as a talented and consultative recruiter for both permanent
and interim hires.

020 3002 8050
info@cedarrecruitment.com

020 7348 5010
sales@gaapweb.com

