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Welcome
This month, accountancy’s USPs of integrity, truth and trust come under the spotlight, 
as do the key twin targets for African nations of economic growth and social advance

be followed, and the event will prove a 

success not just for the athletes but for 

business too. On page 32 we look at 

how the Australian organisers have kept 

the games on budget and on time.

Like athletes, auditors are constantly 

challenged to do the right thing. A new 

ACCA report, Tenets of a quality audit, 
points to a number of mutual tensions 

within audit that seem hard to resolve – 

for example, the need to be timely yet 

thorough, and to remain independent 

while close to (and knowledgeable 

about) the entity. See page 36 for more.

Integrity, trust and honesty are 

also key themes at this year’s World 

Congress of Accountants (WCOA) 

in November. It will feature two 

high-profile whistleblowers: Michael 

Woodford, the British former CEO of 

Olympus, and Sylvain Mansotte, who 

uncovered fraud by a senior finance 

manager at Leighton Contractors in 

Australia. More on page 66. AB

Jamil Ampomah

Director, sub-Saharan Africa, ACCA 

jamil.ampomah@accaglobal.com

During his long stint in government, 
Felix Mutati FCCA, Zambia’s minister of 
works and supply, has won plaudits for 
professionalism, including his leadership 
of reforms to restore prudent financial 
management. In our main interview 
on page 12, he discusses the key 
role ACCA and its members can play 
in developing robust public finance 
management systems in Zambia, 
which is looking to create a diversified 
and resilient economy with sustained 
growth and social development.

Rwanda is one country that has 

chalked up impressive growth and made 

significant inroads into poverty in recent 

years, and on page 29 we look at its 

progress and ACCA’s contribution in 

helping build a pipeline of accountants 

to keep up the good work.

Much of Africa will come together 

at this month’s 21st Commonwealth 

Games, when athletes from 18 African 

countries will join teams from 53 other 

nations and territories. Hopefully, the 

example of the recent Winter Olympics 

in South Korea, where the competitors 

largely maintained their integrity, will 
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This year’s Holi festival of 
colours was celebrated 
around the world. The 
Hindu event, which sees 
revellers throw coloured 
powder – or ‘gulal’ – at 
each other, celebrates 
the beginning of spring 
as well as the triumph of 
good over evil. 

Danish toymaker Lego 
admitted making too 
many bricks as sales and 
profi ts fell for the fi rst 
time in 13 years. Revenue 
for 2017 dropped by 
8% to 35 billion kroner 
(US$5.8bn), compared 
with 37.9 billion kroner 
(US$6.3bn) in 2016.

Frances McDormand, 
who won the Oscar for 
best actress for her role in 
Three Billboards Outside 
Ebbing, Missouri, used 
her acceptance speech 
to highlight the need 
for more diversity in the 
fi lm industry.

An Australian father 
and son who created 
the revolutionary Flow 
beehive – which releases 
honey via a tap – had 
hoped to crowdfund 
US$70,000 for their 
invention but raised 
US$2.2m in just 24 hours, 
rising to US$12.2m. 
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‘Regulate cryptocurrencies’
Cryptocurrencies need to be regulated globally, but if they 

are not the European Commission is willing to do it, its vice 

president Valdis Dombrovskis has said. ‘We stand ready to take 

action based on an assessment of risks and opportunities,’ he 

told a roundtable on cryptocurrencies. He warned that these 

currencies, ‘which are not currencies in the traditional sense, 

and whose value is not guaranteed, have become subject 

of considerable speculation. This exposes consumers and 

investors to substantial risk including the risk to lose their 

investment.’ He added that ‘crypto assets present risks relating 

to money laundering and the fi nancing of illicit activities’.

Valdis Dombrovskis:  
investors are subject to 
substantial risk.

News roundup
This edition’s stories and infographics from across the globe, as well as a look
at the latest developments and issues affecting the profession

US$80bn loss
Africa loses US$80bn every 

year through illicit fi nancial 

fl ows (IFFs), according to 

Nigeria’s fi nance minister 

Kemi Adeosun. She added 

that Nigeria is one of the 

major losers from this. 

Adeosun told the Platform 

for Collaboration on Tax 

conference in New York: 

‘The IFFs are driven by the 

desire to hide illicit wealth, 

hide the proceeds away 

from the public eye and 

law enforcement agencies 

and also conceal the ways 

and means by which illicit 

wealth was created.’ Nigeria 

has engaged the Asset 

Tracing and Investigation 

Agency (Kroll) to trace illicit 

fi nancial fl ows.

Crackdown promise
Incoming South African 

president Cyril Ramaphosa 

has promised a crackdown 

on corruption. ‘This is the 

year in which we will turn 

the tide of corruption in our 

public institutions,’ he told 

the country’s two houses of 

parliament. The inauguration 

of Ramaphosa and the fall 

of former president Jacob 

Zuma has been accompanied 

by reports that businesses 

associated with the 

Gupta family have closed. 

Allegations of improper 

relationships between the 

Gupta and Zuma families 

were a factor in Zuma’s early 

removal as president.

Meanwhile, in the fi rst 

budget since Ramaphosa 

took over as president, 

South Africa’s VAT rate has 

increased from 14% to 15%.

Digital tax lined up
A digital tax of between 1% 

and 5% could be charged 

to companies operating 

online, based on where 

customers are located, 

under plans drawn up by 

the European Commission. 

The proposal is similar to 

one previously put forward 

by France, with the backing 

of Germany, but is likely 

to be opposed by low-tax 

smaller countries, including 

Ireland and Luxembourg, 

which would potentially lose 

tax income. The tax would 

apply to companies with 

annual revenues exceeding 

€750m, including Google, 

Facebook, Amazon and 

Airbnb. Meanwhile, US 

Treasury secretary Steve 

Mnuchin has told the House 

of Representatives’ Ways 

and Means Committee that 

President Donald Trump 

favours the collection of 

sales taxes on internet 

transactions.

B Team tax pledge
A coalition of progressive 

business leaders has 

launched a set of corporate 

tax principles, pledging not 

to engage in aggressive 

tax avoidance policies. The 

coalition, which calls itself the 

‘B Team’, includes Unilever, 

Vodafone and Allianz. Winnie 

Byanyima, executive director 

of Oxfam International, 

responded: ‘All companies 

should meet these standards 

and truly forward-looking 

companies should do even 

more. The B Team principles 

are a welcome step forward, 

but there is more work to do 

on tax transparency. Unless 

companies are required to 

publish a detailed fi nancial 

report for every country 

where they do business, we 

simply won’t know if they are 

paying their fair share of tax.’

The ‘alumni effect’
Auditors are more infl uenced 

by a client whose CFO is an 

alumnus of their audit fi rm, 

an academic study published 
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in the Accounting Horizons 

journal has found. The study 

reports that auditors take 

a client position in 76% of 

instances where the CFO is 

a former colleague at their 

firm, but in only 44% of cases 

where they were not. This 

‘alumni effect’ is felt even 

where the CFO left the firm 

two years prior – which is 

twice the prohibition period 

in the US and Canada for 

moving from auditor to client.

Auditor rotation
Policies to improve audit 

quality by imposing rotation 

of auditor and principal 

engagement partner have 

been unsuccessful, according 

to an academic study 

published in The Accounting 
Review. The research 

concluded that changing 

principal engagement 

partner has little impact on 

audit quality. It also found 

that mandatory audit rotation 

after 10 years is ineffective, 

as the negative effects of 

auditor continuation are 

felt earlier than this and 

tend to recede by then. 

The academics – Zvi Singer 

of HEC Montreal and Jing 

Zhang of the University 

of Alabama – challenge 

the assumption that short 

auditor tenure leads to poor 

quality financial reporting.

Audit standards
Consultation on the 

Monitoring Group’s 

proposals for reform of 

accounting standards has 

closed. In its response, 

ACCA disputed the 

warned that implementation 

faces political and funding 

challenges. The plan 

calls for Congress to 

approve US$200bn of 

federal investment over 

the next decade, with the 

expectation that it would 

stimulate US$1.3 trillion in 

infrastructure spending from 

states, local governments 

and the private sector over 

the same period. Moody’s 

also raised its projections 

of US real GDP growth to 

2.7% in 2018 and 2.3% in 

2019, from a prior forecast of 

impression given by 

the consultation ‘that 

auditing standards are in 

crisis, with concern over 

the involvement of the 

profession in standard-

setting undermining public 

confidence in auditing 

standards’. It added: ‘We do 

not recognise this depiction 

of the status of international 

auditing standards (ISAs).’ 

The Monitoring Group 

consists of public authorities 

from around the world 

responsible for monitoring 

the international audit 

standard-setting process.

Call to reform
The European Court of 

Auditors has called for 

greater emphasis on value 

added in the European 

Union (EU) budget, as well as 

more flexibility, transparency 

and accountability. The 

proposals are made in a 

briefing paper entitled 

Reforming how the EU 
budget operates, which is a 

response to the European 

Commission’s Reflection 

paper on the future of 
EU finances. The auditors 

propose that a medium-to-

long-term financial plan for 

the EU Budget should be 

published to complement 

the next multi-annual 

financial framework. 

Infrastructure ‘boost’
Moody’s has predicted 

that President Donald 

Trump’s plan to strengthen 

US infrastructure will be 

‘marginally positive overall’ 

for the US economy, but 

2.3% and 2.1%, respectively, 

following the approval of the 

Trump tax stimulus.

Dancey to head IFAC
The International Federation 

of Accountants (IFAC) has 

appointed Kevin Dancey 

as its next chief executive, 

to take over as CEO from 

Fayez Choudhury at the 

end of the year. He will join 

IFAC in May to provide a 

smooth succession. Dancey 

is a former president and 

chief executive of CPA 

Canada. He has also been 

China dominates insurance brands
Ping An tops Brand Finance’s Insurance 100 2018 league table 

as the sector’s most valuable brand for the second year running 

(a result of its introduction and cross-selling of new products) 

– with three other Chinese companies in the top 10. European 

giants Allianz and AXA also performed well, with the German 

company maintaining second place and the French insurer 

climbing into fourth. The rebound of MetLife and Allstate 

helped the US maintain its top spot in the global brand value 

market with 20%, ahead of China (19%) and Germany (9%).

Source: Brand Finance

2018 2017 Name Country
Brand value 
(US$m)

2018 2017

1 1 Ping An China 26,155 16,324

2 2 Allianz Germany 20,229 15,197

3 3 China Life 
Insurance China 14,393 10,300

4 5 AXA France 13,317 9,437

5 4 AIA Hong Kong 10,270 9,881

6 16 CPIC China 8,738 5,301

7 9 MetLife US 8,141 6,616

8 10 Allstate US 7,674 6,335

9 14 PICC China 7,208 5,443

10 7 Zurich Switzerland 7,169 7,202
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Sánchez sentenced for tax fraud
Manchester United footballer Alexis Sánchez has 

agreed a deal with Spain’s state attorney, accepting 

charges of defrauding tax authorities of €1m while 

a player for Barcelona in 2012 and 2013. His agent 

described the agreement as ‘entirely unjust’ and the 

result of the pressure placed on the player. The state 

alleged that Sánchez used a company in Malta to 

receive payments for image rights. The footballer was 

sentenced to 16 months in prison, which as a fi rst-time 

offender he will not have to serve because it is less 

than two years. He must repay the avoided tax in full.

Sánchez will not have 
to serve his 16-month 
prison sentence.

PwC Canada’s senior partner 

and chief executive and 

Coopers & Lybrand’s national 

tax practice leader. Dancey 

currently chairs Finance 

Canada’s departmental audit 

committee. IFAC said the 

appointment followed ‘an 

extensive global search’. 

Arab nations warned
Arab nations need to cut 

public sector pay and stop 

giving jobs to friends, warned 

International Monetary Fund 

managing director Christine 

Lagarde. ‘Ultimately, the 

common good is ill-served 

by a system of patronage 

that hurts productivity and 

heralds privilege, by the 

corruption that comes from 

putting cronyism ahead of 

capability,’ she said. 

Netanyahu accused 
Israeli police have 

recommended that the 

country’s prime minister 

Benjamin Netanyahu be 

indicted for alleged bribery, 

fraud and breach of trust. 

They say they believe they 

have suffi cient evidence to 

bring the charges to trial. 

The attorney general will 

make a decision in coming 

weeks. It is alleged that 

Netanyahu accepted gifts 

from business leaders 

in exchange for favours, 

including law reforms. He 

denies the allegations. A 

former prime minister, Ehud 

Olmert, was released from 

prison last year after being 

convicted of corruption.

Latvia crisis
The governor of Latvia’s 

central bank, Ilmars 

Rimševics, has been 

accused by the country’s 

anti-corruption agency of 

taking bribes. Rimševics 

is Latvia’s representative 

on the European Central 

Bank’s rate-setting council. 

He has been freed on bail 

and denies the allegations. 

In a separate development, 

European regulators have 

ordered the country’s third 

largest bank, ABLV, to 

cease making payments 

because of allegations 

that it breached US 

imposed sanctions. 

Demand for bonds
An improved political 

environment is driving 

demand for bonds issued 

by governments in sub-

Saharan Africa. The 

replacement of Jacob Zuma 

by Cyril Ramaphosa in South 

Africa and the avoidance 

of widespread violence 

following the disputed re-

election of Uhuru Kenyatta 

as Kenyan president has 

led to a stronger interest 

from investors. Kenya 

completed the sale of 

US$14bn of government 

bonds. Bankers predict 

that other governments will 

follow, enabling them to 

improve infrastructure.

Zambia tax base
Zambia’s tax exemptions 

are narrowing its tax base, 

which urgently needs to be 

broadened, the International 

Monetary Fund (IMF) has 

warned. Tax compliance 

is also a serious challenge 

for Zambia’s government, 

said IMF Zambia 

country representative 

Alfredo Baldini.

EY appoints Barton
Kate Barton has been 

appointed EY’s global tax 

leader. She will lead the EY 

tax executive committee 

and becomes a member 

of the EY global executive, 

overseeing all aspects of EY 

tax strategy and operations. 

EY’s tax operations 

generate annual revenues of 

US$8.2bn and are supported 

by more than 50,000 tax 

professionals. AB

Paul Gosling, journalist

In the January 2018 

edition of AB, page 8, 

‘Leak exposes Ross’, we 

wrote: ‘US commerce 

secretary Wilbur Ross 

was shown to have a 

large stake in a shipping 

company that operates a 

lucrative partnership with 

a Russian gas company 

part-owned by Vladimir 

Putin.’ In fact, the Russian 

company is part-owned 

by Putin’s son-in-law, not 

Putin, and is a client of the 

shipping company.
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of the Eastern and Southern 
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elder of the Common Market 
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2001–16
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and national planning, then 

minister of energy and 

water development, and of 

commerce, trade and industry

Prince of prudence
For Felix Mutati FCCA, Zambia’s minister of works and supply, political popularity has 
always taken second place to getting the financial fundamentals right

Prudence is a watchword for Felix 
Mutati FCCA, who became Zambia’s 
minister of works and supply in 

February. ‘My work in government is 
founded on the firm belief that you cannot 
spend money that you don’t have,’ he says.

Elected to parliament in 2001, he served 

as a cabinet minister for various portfolios 

including energy and water development; 

commerce, trade and industry; and finance, 

before assuming his current role in works 

and supply. 

Despite the populist pressures exerted on 

most African politicians, Mutati distinguishes 

himself as a professional. He is among the 

few African politicians who refuse to play to 

the gallery when dealing with his country’s 

economic affairs. In a country where populist 

politicians compete to outsmart each 

other over who has the best solutions to 

the economic woes that beset the country, 

Mutati speaks candidly, even if it threatens 

his own political fortunes. 

President Edgar Lungu, whose Patriotic 

Front has a majority in parliament, appointed 

Mutati to the ministry of finance in 

September 2016, despite Mutati being head 

of the Movement for Multi-Party Democracy 

(MMD), which had been Zambia’s dominant 

political party between 1991 and 2011. 

At the time of his appointment as finance 

minister, Zambia’s economic future looked 

uncertain. In his inaugural 2017 budget, 

Mutati said: ‘Turning the economy around 

requires that we make hard choices and 

implement difficult reforms. We are all 

agreed that the task of restoring stability and accelerating 

growth will not be easy. We have to be bold and decisive.’ 

During his 17 months as minister of finance, he championed 

a fair tax system, and led reforms to restore prudent financial 

management. In his current role at the ministry of works and 

supply, he keeps the faith with financial prudence: ‘What 

really matters is getting a balance to 

ensure fiscal fitness while responding to 

the people’s needs. We need to ensure 

as much as possible that we elevate the 

quality of service delivery while offering 

value for money.’ 

He points to the progress made towards 

achieving the five pillars of Zambia’s 

economic recovery programme. The 

macroeconomic environment in 2017 

improved relative to 2016, with GDP 

growth for the year projected to exceed 

4%, which Mutati attributes to positive 

performance in the manufacturing, mining 

and agriculture sectors. In addition, inflation 

fell back to 6.1% from 6.3%, and the foreign 

exchange rate and budget deficit of 6.8% 

remain relatively stable. He says that the 

government’s continued structural reforms 

across business sectors have been key to 

economic stabilisation and growth. 

International roles
As minister of commerce, trade and industry 

from December 2006 to September 2011, 

Mutati held a number of influential positions 

in regional trade organisations, including 

the Southern African Development 

Community (SADC) and the Common 

Market for Eastern and Southern Africa 

(COMESA), coordinating international 

efforts to harmonise trade and investment 

within the region and leading negotiations 

for trade and development agreements 

with the European Union. He also acted as 

coordinator of the least developed countries 

(LDCs) at the World Trade Organisation.

Prior to his political career, Mutati also worked in a variety 

of roles in business. He held posts at parastatal organisations 

including Zambia Electricity Supply Corporation, Zambia 

National Hotels Development Corporation and Zambia 

Industrial and Mining Corporation (Zimco).
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i Tips

* ‘There is no substitute for hard work.’ 

 

* ‘Aspiring accountants must manage their impatience to 

progress – life is a long journey.’

 

* ‘Maintain the ethical conduct that ACCA espouses, 

especially integrity and professionalism.’

 

* ‘Always remain flexible and listen to others – only then 

can you develop.’

 

* ‘Mistakes should be used as a platform for learning and 

creating a positive future.’

But regardless of whether his post is in business or politics, 

he says his work ethic is always guided by the accounting 

profession’s strong core values of integrity and professionalism. 

‘In terms of my contribution to enhancing public values and 

national development, my focus has been on bringing about 

change in the management of public resources,’ he explains. 

The profession progresses
The accountancy profession has been evolving in Zambia, 

with Mutati – recently named ACCA Advocate of the Year for 

2017 – instrumental in the passage of accounting legislation. 

He praises ACCA for its contribution to the development of 

regulation and accounting education in the country: ‘ACCA 

has helped in growing the accounting profession over the 

years. In 1985, it signed a joint examination scheme with 

Zambia Institute of Chartered Accountants that offered over 

10,000 Zambians with technician 

qualifications an opportunity to 

obtain a professional qualification.’

He adds that ACCA has supported 

Zambia in its review of accounting 

legislation and the strict observance 

of standards and codes. 

‘ACCA’s vision to have members 

who are world leaders in the 

profession through their skill and the 

impact of their contribution is realistic 

and attainable given the pivotal role 

that professional accountants play at 

national and global levels,’ he says.

Mutati believes accountants in 

the public and private sectors 

alike should critically reflect on the 

vision of ACCA. ‘Those of us in the 

public sector have a responsibility 

to provide leadership focused on 

outputs that will change people’s 

lives for the better. We do not work 

for ourselves but to serve the masses. 

We should listen to our people and 

appreciate their collective wisdom, 

and this remains central to the 

delivery of Vision 2020,’ he says. 

‘ACCA should focus 
on how Zambia can 
make its tax system 

equitable and on 
developing systems 

that can enhance 
public finance 

management that 
minimises leakages’
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to manage their expectations as they begin their career.’ 

When he did his training (he was one of the first ACCA 

members in Zambia), Mutati says it was not easy to acquire 

scholarships. ‘I was fortunate to obtain a scholarship from 

Zimco and, with unwavering determination and appreciation, I 

completed my ACCA course,’ he says.

There is value to be gained from every experience, he 

believes, even if the path is not always smooth. ‘Mistakes 

should be used as a platform,’ he says. ‘You can learn from 

them and create a positive future.’ AB

Whitney Mulobela, journalist in Lusaka

But he adds that ACCA must continue to assist governments, 

including Zambia’s, to review their accounting policies and legal 

frameworks, and help with their implementation.

He also wants to see ACCA maintain its support for 

government in preparing national budgets that respond to 

the people’s aspirations. ‘ACCA should focus in particular 

on how, for example, Zambia can make its tax system fair 

and equitable. And on developing systems that can enhance 

public finance management that minimises leakages,’ he says. 

His advice to aspiring accountants is above all to work hard. 

‘There is no substitute for hard work,’ he says. ‘I also see a 

lot of impatience among professional accountants. They need 
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BDO expands
BDO in Western Australia (WA) has 

expanded its corporate fi nance M&A 

capacity through the acquisition of 

Tomkins Turner Corporate Advisory. 

‘As the leading mid-market M&A fi rm 

in Perth, Tomkins Turner was a natural 

fi t for us,’ said the chairman of BDO in 

WA, Sherif Andrawes. BDO USA has 

also expanded, adding Illinois-based 

PBC Advisors to its healthcare advisory 

service. ‘We are pleased to build on our 

presence in the Chicago market and add 

complementary resources to our national 

healthcare advisory services practice 

and the BDO Center for Healthcare 

Excellence & Innovation,’ said Jay Duke, 

national managing partner for advisory 

services at BDO USA. 

KPMG buys MAPP
KPMG has bought MAPP, one of 

France’s leading economic consultancy 

fi rms. Nicola Mazzarotto, KPMG’s 

global head of economics, said: ‘The 

acquisition of MAPP is a key step in the 

growth of KPMG Economics services. By 

adding MAPP’s capabilities to KPMG’s 

existing economics teams in the UK 

and Spain, and broader network of 

economists, we’re positioning KPMG 

as one of Europe’s leading economics 

consulting fi rms.’

42% 
of fi nance activities can be fully 
automated using current 
technology and a 
further 19% can be 
largely automated.
Source: McKinsey

The view from
Kundai Tibugare, senior manager, audit and advisory, 
Grant Thornton, Zimbabwe, and keen volunteer

subsidiary of a US company 

as part of the Foreign 

Corrupt Practices Act 

regulatory requirements. 

Having worked in both 

banking and accounting, 

I’ve learnt that both sectors 

demand agility, attention 

to detail and a high degree of ethical 

conduct from professional accountants.

I’m excited about development. 
The new government in Zimbabwe 

is developing incentives aimed at 

attracting foreign direct investment. 

With a climate that is ideal for 

agriculture, as well as vast deposits 

of minerals, the country is ripe for 

investment. However, growth must be 

supported by sound accountability 

to inspire stakeholder confi dence – 

and this is where I fi t in. Audit and 

other assurance engagements play 

a pivotal role in instilling confi dence 

in stakeholders and without this 

sustainable growth cannot be achieved. 

Technology is making accounting a less 
technically demanding fi eld as software 
continues to reduce much of the routine 
work. However, continued identifi cation 

of risks that may arise is critical in order 

to ensure that fi nancial information does 

not lose its accuracy and integrity.

For four years I volunteered as local 
president of AIESEC, a global platform 
for young people to develop their 
leadership potential. I also enjoy 

researching various aspects of the 

economy and play golf whenever I get 

the chance. AB

My decision to be an 
accountant was infl uenced 
by my parents, one of 
whom worked in the same 
fi eld. To me ACCA is not just 

an accounting qualifi cation; 

it has also given me the 

fi nance and entrepreneurial 

skills that allow me to give sound advice.

I am part of Grant Thornton’s 
International Standards on Auditing 
(ISA) technical team. I am also a trainer in 

various International Financial Reporting 

Standards and ISA workshops in 

Zimbabwe, so I keep on top of my CPD. 

Grant Thornton offers a full range of 

services in Zimbabwe, employing more 

than 160 professionals. We have upwards 

of 200 audit clients. 

During my career, I have performed 
assurance assignments in other 
countries such as Zambia. In Kenya I 

carried out a forensic audit involving 

misappropriation of funds in excess of 

US$100m. I have also worked in Nigeria 

performing compliance audit for a 

Growth in 
Zimbabwe must 

be supported 
by sound 

accountability to 
inspire stakeholder 

confidence
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The blame game
Personality clashes, profit-sharing wrangles and incompatible ambitions can ultimately 
ruin a firm. Derek Smith looks at the causes of – and solutions to – partner disputes

increasing sufficiently to enable those 

who have been partners for less time 

to capture incremental increases unless 

more senior partners lose out.

It is also common for financial 

disputes to arise when partners leave 

the firm and the offer made to them, 

which is not sufficiently codified, falls 

short of their expectations. This is even 

more likely to be an issue if a partner’s 

exit has not been their own decision. 

The expectations of those involved 

can vary widely. In one case, a firm’s 

retiring (and founding) partner thought 

he should be paid six times more 

than he actually received. His ultimate 

payout barely covered the legal costs he 

incurred in taking his case to court.

Where disputes arise because of 

behavioural issues – often involving 

alcohol, drugs, gambling or 

‘uncontrolled libido’ – partners are 

unwise to assume that the issues will 

resolve themselves.

Partner disputes seem to be a growing 
risk for accountancy firms. This may 
in part reflect the challenging times 
that professional service firms are 
experiencing, but, whatever the 
reason, they can be very damaging 
in their impact, disrupting business, 
harming reputations and incurring 
significant costs for firms. 

The philosopher Bertrand Russell 

once said that war does not determine 

who is right, only who is left. All too 

often partnership disputes serve only to 

destroy or damage firms, and there is no 

real victor (save the lawyers, if they have 

been brought in).

A common feature of partnership 

disputes is that all the protagonists 

firmly believe that they are in the right. 

There is often a strange dichotomy 

in that the views of partners in whom 

the aggressors have placed great trust 

and whose judgment they have always 

relied on are suddenly deemed to lack 

any wisdom when it comes to the issues 

that are at stake.

Partner disputes can arise when 

business partners or the members of 

a firm disagree over operational or 

financial decisions. Whereas many 

business vehicles have a clear hierarchy 

as to who has the final say, the apparent 

equality of a partnership can make it a 

more complex area. 

Money and people
The issues that give rise to disputes are 

more often than not related to either 

finance or behaviour.

Financial disputes frequently concern 

the rights of individuals to revenue and 

capital returns – in effect, the question 

of reward. There is often a lack of clarity 

as to how profits are to be shared and 

who is entitled to any capital value 

within the firm. Where profit sharing is 

the issue, firms often find themselves 

in a zero-sum game: profits are not 
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because something cost a lot of money 

does not necessarily mean it is an asset.

Another common characteristic is 

simply the question of relationships, 

which for one reason or another become 

damaged. The partners’ goals diverge 

and become incompatible. They end up 

with different visions for the direction of 

the firm or their exit strategies. These 

problems can be exacerbated if the 

profit-sharing systems are not geared 

to variations in ambition. The problem 

gets worse if the contributions of the 

individuals vary significantly.

Behavioural conflicts become 

particularly complex in the case of 

Other behavioural issues include the 

parties involved having entirely different 

ambitions for the firm (as economists 

would put it, they no longer share ‘goal 

congruence’). People’s aspirations and 

ambitions change over time, as may the 

composition of the partnership itself. 

Discord built-in
A number of common characteristics 

tend to make disputes inevitable. 

One is where there is no written 

agreement to address issues, or only 

a poorly crafted one that fails to give 

guidance on the areas of dispute. Often 

there is no established procedure for 

dispute resolution, save the potentially 

expensive alternative of formal 

arbitration. Written agreements need to 

be clear on the rights and obligations 

of partners, and explicitly define the 

governance structures of the firm.

Personality can be another problem. 

Dynamic leaders (usually the founding 

partners) can be overly autocratic; 

they may also believe their opinion 

carries more weight than that of fellow 

partners, or value their own contribution 

to the success of the firm more highly 

than the open market does. In such 

cases, it is worth pointing out that just 

husband and wife partnerships where 

the marriage hits problems, or where 

the partners have become involved 

in relationships, extra-marital or 

otherwise, with members of the firm’s 

team, or with clients. Nepotism is also 

an issue – the hiring of relatives can 

trigger major tensions and disputes 

within a firm.

Prevention better than cure
Identifying the potential pitfalls 

makes it that much easier to avoid 

them. The first stage in this dispute 

prevention process is to ensure that 

written agreements are in place 

setting out the rights and obligations 

of the partners and covering all the 

scenarios that are described above. 

The firm’s governance structures and 

reward systems should also be able to 

withstand changing circumstances.

It is helpful to consider safeguards 

against disputes arising from internal 

relationships and between partners or 

team members, and to protect against 

potential nepotism.

Of equal significance is the need to 

ensure a common vision, mission and 

value-set for the organisation, and  

that disagreements are resolved  

before too much time passes and 

permanent schisms develop.

Often, some potential problems can 

be averted simply by addressing issues 

as they arise. A robust partner 

review and development 

system can help here.

Finally, do not overlook the 

value of third-party assistance 

in all these areas. Often an 

objective third party can 

bring sanity to a situation that 

threatens to spiral out of control, 

at great financial and emotional 

cost to all concerned. AB

Derek Smith is a senior consultant at 

Foulger Underwood Associates

The views of 
partners in whom 

the aggressors 
have placed great 

trust are suddenly 
deemed to lack any 

widsom when it 
comes to a dispute
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are quite tight due to the efficiency of 

these markets. Adventurous traders 

therefore maintain an interest in 

riskier and potentially more profitable 

currencies, such as the rand (and, 

increasingly, cryptocurrencies such 

as bitcoin).

Once upon a time – in reality only 

a generation ago – South Africa’s 

currency was pegged to its vast gold 

reserves, and the rand and US dollar 

were almost at par. Today, as South 

Africa ramps up its manufacturing 

and agricultural sectors, and with 

possible political and economic 

stability in the offing, the rand could 

once again see some strengthening that 

attracts attention.

Of course, a strong currency is often 

a mixed blessing, making exports 

more expensive even as it makes 

imports cheaper. The rand was ranked 

as the 20th most traded currency 

in 2016, according to the Bank for 

International Settlements. 

Africa is rich in resources, but its 

people live in poverty. This situation, 

combined with historical colonisation 

issues and other factors, leads to African 

countries being politically unstable. 

African currencies are relatively 

poorly understood, mainly because 

they operate in these high-risk and 

less liquid environments. However, 

for those willing to bear such risks, 

they offer huge potential rewards to 

astute currency traders – as long as 

they watch the political risk indicators 

carefully. AB

Alnoor Amlani FCCA is an independent 

consultant based in East Africa

The value of the South African rand 
rose 22% against most major global 
currencies as soon as the change of 
guard from former President Zuma to 
President Cyril Ramaphosa occurred, 
making it one of the world’s best-
performing currencies in the first 
quarter of 2018. It has lost some of 
those gains at the time of writing, but 
still remains on average 15% higher 
than before.

Political risk remains the most critical 

factor in currency values in Africa, and 

the effect works both ways. Countries 

that are seen to be highly corrupt or 

really troubled and unstable often lose 

faith in their own currencies (usually 

after a rapid decline), and frequently 

resort to trading in the US dollar. Today 

the most popular currency in Somalia, 

Democratic Republic of Congo and 

Sudan is the greenback, because it 

offers much more stability and liquidity 

than the local currency.

South Africa’s new leader is seen 

to have brought together significant 

parts of the ‘Rainbow Nation’ that 

were not working together under 

Zuma, and is likely to focus on policies 

that are going to make South Africa 

more competitive in the international 

market. This makes the country more 

interesting to investors and international 

currency traders.

They usually work in highly developed 

(therefore highly liquid) markets, 

trading the world’s strongest currencies 

that have strong monetary policies 

– namely the US dollar, euro, yen, 

sterling, Swiss franc and Canadian 

dollar. But competition tends to be 

fierce and the margins for arbitrage 

A strong currency 
is often a mixed 

blessing, making 
exports more 

expensive even 
as it makes 

imports cheaper

Only for the bold
African currencies may operate in potentially volatile environments, but they 
offer huge rewards to adventurous traders, says Alnoor Amlani
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Collective concern
Finance professionals have a key role to play in ensuring that the public sector  
is fit for purpose in the digital age, says ACCA president Leo Lee

have further coverage of the event in 

the next edition.

Thank you to all who planned, 

executed and spoke at this conference. 

Our members in the public sector 

are on the front line when it comes to 

developing and growing economies, 

and I am proud to see so many who are 

willing to share their knowledge across 

borders and organisations. AB

Leo Lee FCCA is retired, but 

formerly held various roles at the 

Securities and Futures Commission of 

Hong Kong and is past president of 

ACCA Hong Kong

I was pleased to hear that more than 
300 delegates from all over the world 
gathered in Singapore for ACCA’s 
eighth annual International Public 
Sector Conference last month.

It is a challenging feat to bring 

together an international gathering 

of public sector representatives: after 

all, the sector is as diverse as it is 

complex and faces a litany of issues and 

circumstances unique to each country. 

But each year, ACCA’s International 

Public Sector Conference thinks about 

more than just the issues of today facing 

each country’s public sector; it’s about 

the forces that are shaping all sectors in 

the coming years, and the ways in which 

ACCA-qualified finance professionals 

can develop the skills and mindset to 

face them.  

This year’s conference focused on 

future-proofing the public sector in an 

increasingly digital age. How the sector 

plans for and responds to change is, 

of course, of great importance to the 

sector itself – but is even more so for 

its citizens. Around the world, finance 

professionals in the public sector are 

being called upon to understand the key 

forces shaping the future and how these 

could affect their organisations and 

countries, and also to provide support 

and influence financial decisions that will 

ensure public funds are deployed and 

spent cost-effectively and efficiently – 

both now and into the future.

In exploring this topic, the conference 

speakers drew on case studies and 

best practice examples – from Estonia’s 

cutting-edge approach to becoming 

the world’s most advanced digital 

society to the work of the Malaysia 

Digital Economy Corporation. It really is 

fantastic that ACCA’s global network can 

bring together such diverse experiences 

to share our knowledge and insights.

The conference also covered a 

range of other topical issues, including 

talent strategies for the public sector 

and the improved transparency and 

accountability that result from adopting 

international standards. 

A recorded webinar of this year’s 

International Public Sector Conference 

will be made available on the CPD 

resource finder later this year, so I do 

encourage you to access that if you 

were unable to attend. AB will also 

21April 2018 Accounting and Business

AFR_AP_COM_Pres.indd   21 05/03/2018   12:16



Toll roads, cash-
yielding public 

buildings, airport 
landing rights, and 

water and power 
projects can all 

be securitised

Plugging the gap
We need to change the financing model and get the private sector involved if the 
woeful underfunding of Africa’s infrastructure is to be addressed, says Okey Umeano

construction of another portion, and so 

on. This increases the number of assets 

that are securitised, thereby raising yet 

more finance for more projects.

Vehicle licences are by no means the 

only source of cash inflows capable of 

being harnessed to finance infrastructure 

projects. Toll roads, cash-yielding public 

buildings and spaces, airport landing 

rights, and water and power facilities can 

all be securitised to help finance even 

more infrastructure works.

This model would also encourage 

discipline and, as a result of reasonable 

investor scrutiny, reduce corruption in the 

financing, construction and management 

of these assets. It would also create a 

new range of products for the country’s 

capital markets, providing investors with 

more securities in which to invest.

To put this into action, governments 

have to identify suitable projects and 

then set up a suitable environment. 

This means enacting or strengthening 

enabling laws and identifying or setting 

up responsible agencies. They will also 

need to assure investors that cash inflows 

from these finished projects will be 

passed through to them.

Financing infrastructure through asset 

securitisation is an idea whose time has 

come for Africa. While helping to plug the 

infrastructure gap, the practice will also 

allow the general public to have a stake in 

public infrastructure, so boosting public 

ownership and buy-in, and at the same 

time deepening African capital markets. 

Dare I say it is a win for everyone? AB

Okey Umeano FCCA is head of risk 

management at Nigeria’s Securities and 

Exchange Commission

Africa’s infrastructure gap is huge 
and should be plugged. World Bank 
estimates show that if this was 
achieved, the continent’s GDP per 
capita would grow by up to 2.6% each 
year. To plug the gap, it is estimated 
that the continent needs to spend 
US$90bn each year for the next 
decade. Unfortunately, the continent’s 
governments simply do not have this 
sort of money.

But who says government has to 

finance the deficit? I believe it is time to 

change the financing model. The private 

sector – and the investing public – can be 

brought in to play a part in developing 

infrastructure by securitising cashflows.

Securitisation involves packaging 

future cash inflows from assets that have 

constant payments as securities and 

then selling these securities to investors. 

The proceeds from the sale of these 

securities can then be used to finance 

more cashflow-yielding assets: cash 

inflows from the finished projects are 

channelled to investors.

For instance, the sprawling city of 

Lagos in Nigeria has a car density of 

about 264 cars per kilometre of road. 

It desperately needs a metro system 

to reduce traffic congestion. Between 

them city residents are estimated to own 

about three million vehicles. The city 

has devised a way of obliging a large 

percentage of those vehicles to purchase 

a licence, which is renewable each year. 

This is a source of cash inflow that could 

be securitised, with the proceeds being 

used to develop a portion of the metro 

system. When that portion is completed 

and in operation, cash inflows from it 

could also be securitised to finance the 
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The view from
Kawshar Curumthaullee FCCA, senior accounting 
associate at Aspen Global in Mauritius

team has contributed to 

this success. Accounting 

processes developed by the 

team in the early years are 

the solid foundation for the 

business today. 

Four years into my job at 
Aspen, I was offered the chance to 
drive business transformation projects, 
integrating business, process and 
systems knowledge. We’re now moving 

to world-class enterprise resource 

planning (ERP) technology. As accounting 

lead, my core challenge is to reinvent the 

way the business is managed – with more 

efficiency, integration and compliance. 

Spending two years in auditing was 
the foundation of my career. I built 

solid technical skills, learned to quickly 

synthesise information, and developed 

an eye for detail and a customer-

focused mindset. 

The ACCA Qualification has given 
me the confidence to take on 
opportunities, accelerating my 
personal development. For example, 

Aspen recently decided to change its 

functional currency. The timeline was 

exceptionally tight, just three months. 

ACCA’s comprehensive training ensured 

all boxes were ticked, and no disruption 

to the business ensued. 

Working in Mauritius is a unique 
experience. It’s a fast-growing business 

hub for Africa and the Indian Ocean 

region, and its vibrant culture and 

beautiful landscapes also make it a 

great place to live. AB

As accounting lead, 
my core challenge 

is to reinvent the 
way the business 

is managed – with 
more efficiency, 
integration and 

compliance

Accounting was the right 
choice for me. It’s not 

only number-crunching 

or ledgers, it’s also 

about understanding the 

underlying business drivers. 

As a result it opens many 

doors. It’s a privileged 

path towards greater responsibilities in 

any organisation.

I started my career as an auditor at 
PricewaterhouseCoopers in Mauritius, 
where I developed a passion for 
accounting. I then worked in the US 

as an analyst for services company 

Ceridian. Moving back to Mauritius, I 

joined an fund accounting firm, which 

gave me a sound understanding of 

the financial services industry. For 

the past five years I’ve been with 

the Aspen Group, one of the largest 

pharmaceutical companies in the 

southern hemisphere. 

Since I joined Aspen, the group’s 
sales have tripled. Aspen in Mauritius 

was the engine of this growth and my 

More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

81%  
of harmful emissions from energy use, 
outside of road transport, are not taxed.
Source: OECD

Norway’s record return
Norway’s sovereign wealth fund 

delivered a record financial return last 

year of US$131bn. This is despite the 

fund taking a more interventionist and 

policy-led approach to investing. It has 

called on invested companies to scale 

back excessive pay and refuses to invest 

in socially harmful production, including 

cluster munitions, nuclear weapons and 

tobacco. Ironically, the fund, which was 

created from the profits of oil extraction, 

now intends to disinvest from oil and gas 

stocks, in addition to its existing policy 

of not investing in coal. Not investing 

in companies on the Norwegian 

government’s exclusion list – including 

Walmart for alleged breaches of human 

rights and Duke Energy for alleged 

environmental damage – has had a 

positive impact on its financial returns.

Samsung head probed
Samsung Electronics chairman Lee Kun 

Hee is being investigated for alleged 

tax evasion. South Korea’s National 

Police Agency has recommended that 

Lee is prosecuted for allegedly hiding 

KRW400bn (US$368m) in 260 accounts 

using false names. The prosecution may 

not proceed, however, due to Lee’s ill 

health. Following a heart attack in 2014, 

he is too ill to respond to the allegations.
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Tomorrow’s jam, today
A games company has promoted a ‘non-non-GAAP’ measure to present earnings and 
sidestep SEC guidance. Could this lead to a change in the rules?

But what if other companies start 

doing the same thing? Even if companies 

en masse begin to brief journalists on 

how to hit the numbers, does it matter, if 

The Measure that Must Not be Named is 

kept out of the official filings? 

‘It’s the SEC’s job to prevent companies 

from giving more prominence to 

tailor-made measures – and they’re 

doing that,’ says Richard Martin, ACCA 

head of corporate reporting. ‘As long 

as everyone has access to the GAAP 

numbers, and the non-GAAP, whatever 

else the company deems important 

should also be allowed.’ 

So, failing to arm yourself with either a 

calculator or sufficient scepticism is not 

really the problem of either Activision 

Blizzard or the SEC. Despite the cris de 

coeur, it’s hardly as if Activision Blizzard 

has said that regulators and accountants 

don’t matter.

Too broad-brush
In fact, whisper it quietly: Activision 

Blizzard may be on to something – 

albeit clumsily so. Accounting rules can 

be too broad-brush to appropriately 

reflect the underlying economics of 

every company’s activities. The key 

will be striking the balance between 

comparability and reliable specificity – 

must there always be a trade-off?

Perhaps not. Activision Blizzard could 

have requested assurance over the ‘non-

non-GAAP measure’. It should follow 

that those companies that are happy 

to promote a left-field number should 

also be happy to bear that number 

being scrutinised using recognisably 

mainstream techniques, wielded by 

reputable providers. 

For those who already thought non-
GAAP measures were being stretched 
to the limit of their underlying 
economics, brace yourselves, because 
this year, one company might be 
having its own ‘alternative facts’ 
moment – one that might have serious 
implications for regulators, not to 
mention the profession. 

In 2016, the Securities and Exchange 

Commission (SEC) in the US wrote a 

letter to gaming company Activision 

Blizzard, home of Candy Crush and 

Medal of Honor, among others. The  

SEC instructed Activision Blizzard, per 

its May 2016 guidance, to stop using  

what it deemed an inappropriate 

non-GAAP measure to book as earned 

revenue what had only been received. 

The company eventually agreed,  

and released a new figure it called  

‘non-GAAP redefined EPS’. So far,  

so compliant. 

But then, Activision Blizzard proceeded 

to do something unusual. With its Q2 

results in May 2017 came an email to 

journalists saying that if they wanted to 

report the number that was (in Activision 

Blizzard’s own estimation) closer to 

analysts’ consensus, then they could take 

the number it described as ‘reflecting the 

impact of GAAP deferrals’ and subtract 

it from the now-compliant non-GAAP 

number. This advice could also be seen 

on its website and on the earnings 

call, where company representatives 

repeatedly tutored those present on how 

to reach ‘the old’ number. 

Putting aside the unusual tactic itself, 

is the metric they so badly want to 

share really that useful? That depends: 

Activision Blizzard seems to think 

Standard-setters 
are well aware 
that they need 

to continue 
modernising the 

rules to fit the 
character of today’s 

businesses

the market thinks so. Which is subtly 

different from the market actually 

thinking so. 

According to games-makers 

themselves, they prefer to book the full 

value of game sales upfront because it 

more directly tallies with the large sums 

they have to spend on designing and 

developing games. So, for Activision 

Blizzard, it’s both true and fair. But the 

SEC sees it as more of a ‘tomorrow’s 

jam, today’ approach to accounting. 

And there’s been so much of 

tomorrow’s jam lately, they might be right 

to be wary. Also, in the SEC’s defence, it 

may be better to play safe; after all, it’s 

hard to imagine analysts scrabbling for 

the panic button because a company has 

reported a compliant number 11-cents-

per-share lower than the old one. In any 

event, when Activision Blizzard did report 

the redefined earnings per share, its 

share price dropped US$1.86 – but soon 

rebounded. Much ado. It is a US$44bn 

company; to flog that Shakespeare 

metaphor, it can suffer a few slings 

and arrows – the fortune is outrageous 

enough already. 
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Gaming company Activision 
Blizzard has clashed with the SEC 
over its approach to accounting. 

for reporting non-GAAP information, 

any level of assurance on it would be 

subjective – which could just mean more 

cherry-picking.’

In the end, it’s the investors’ needs 

that companies, accountants and the 

SEC are supposed to meet. If growing 

companies with ‘unusual’ business 

models require moderately different 

accounting treatments to make their 

value properly understood, then that’s 

momentum enough for market-driven 

change. Rightly, the result should be 

kept out of offi cial fi lings. 

And with that in mind, the provision 

of assurance over those non-non-GAAP 

numbers could have positive effects for 

the profession too. Standard-setters are 

well aware that they need to continue 

their modernisation of the rules to fi t 

the character and direction of today’s 

businesses. Industry-driven innovation in 

this regard can only be a good thing. 

But Hilary Eastman, head of global 

investor engagement at PwC, says: 

‘Non-GAAP reporting isn’t going 

away, but the notion of an assurance 

framework is tricky. Without a framework 

But high-quality assurance over 

measures outside that means that 

regulators don’t need to begin 

the tedious and expensive task of 

equipping themselves to censure ‘back-

door’ tactics. Required assurance over 

‘non-non-GAAP’ measures might level 

the playing fi eld and let investors decide 

whether the company has a storied past 

of unrestrained optimism or whether 

they typically share what (honestly) 

moves the market. AB

Felicity Hawksley, journalist
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Turn it up
Nigeria’s music industry is riding high on a wave of digital innovation, and with proper 
investment and regulation could make a big contribution to the national economy

Nigeria’s music industry has made significant strides 
over the last two decades, and is now arguably 
the most vibrant music sector in Africa. It has the 

highest number of internationally successful and decorated 
contemporary music acts, such as 2Baba (2face Idibia’s 
new stage name), Asa, D’banj, Tiwa Savage and Davido, to 
mention a few. More recently, Afrobeats star Wizkid was the 
only African and the first Nigerian in the best international 
act category of the 2017 Mobo Awards (which he won, as 
have Rihanna, Eminem and Beyoncé), alongside international 
stars such as Jay-Z, Kendrick Lamar and Drake. 

The vibrancy of Nigeria’s music industry has also had a 

sizable economic impact. PwC’s Global Entertainment and 
Media Outlook 2017-2021 forecasts that revenue from the 

sector will hit US$73m by 2021 (making it the biggest in 

the region bar South Africa, for which PwC forecasts a 2021 

revenue figure of US$237m). 

A major chunk of the Nigerian figure comes from digital 

consumption, an area of the market that significantly boosted 

the industry in Nigeria and paved the way for more local 

artistes to play in this space. Digital music consumption and 

revenue overtook physical music revenue in Nigeria as far back 

as 2013, and its growth forecast remains healthy and steady. 

The supply chain has undergone a major shift, globally as 

well as in Nigeria. Prior to the digital era, channels to market 

were typically physical retailers, analogue radio, public 

performance, films and TV. The delivery channels have now 

expanded to include digital downloads, on-demand streaming 

and digital radio.

According to recording industry trade body IFPI’s Global 
Music Report 2017, global recorded music revenues increased 

by 5.9% in 2016, with 112 million users of paid streaming 

subscriptions driving streaming revenue growth of 60.4%, 

and digital income accounting for 50% of global music 

industry revenues.

In Nigeria, nearly 99% of digital music revenue is driven by 

mobile, much of it as ringtones. The figure is expected to rise 

even further over the next five years, while download revenue 

is expected to dwindle and streaming revenue to remain low. 

Democratisation
The digital shift has helped to democratise the industry, 

reducing record labels’ negotiating strength and removing 

the need for the suffocating record deals that historically have 

enriched the labels more than artistes. Popular record labels 

in Nigeria include Mavin Records, Chocolate City and Empire 
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From left: singer-songwriter and entrepreneur D’banj; 
singer-songwriter and record producer Davido (holding 
award); and singer-songwriter and actress Tiwa Savage.

Mates Entertainment, but artistes such as Wizkid, Davido and 

Olamide are as big as the labels, standing on their own and 

running their own groups, powered by talent, popularity and 

huge followings across the continent and beyond. Artistes 

are able to generate revenue from their music through live 

performances, endorsement deals, merchandising and 

album sales via digital platforms such as iTunes, Tidal, Spotify 

and Spinlet. In addition, Nigeria’s mobile network provider 

MTN has launched the MTN Music Plus platform, which 

allows artistes to offer content for sale to its mobile network 

customers. 

‘The music industry is changing globally, and Nigeria is not 

left out,’ says Tomi Owó, fast-rising soul singer-songwriter 

from Nigeria. ‘There are a lot more opportunities for artistes 

to distribute and sell their music now than a decade ago. The 

emphasis on record label deals for 

music distribution is dwindling, and 

tilting more towards well-rounded 

management deals that help artistes 

maximise monetisation opportunities 

for their talent and enable their 

career growth.’

But making music pay could 

become a struggle, as Nigerians 

increasingly expect to access 

music for free. Dare Odumade of 

digital distributor Sharebunk says: 

‘Today, online music platforms 

have replaced CD sales, as people 

largely download free music off the 

‘The emphasis on 
record label deals 
is dwindling, and 

tilting more towards 
management 

deals that help 
artistes maximise 
opportunities for 

their talent’

internet to populate their playlists on their smartphones, iPods 

or mp3 players for music on the go. Nigerians love music on 

the go so much they change their internet IP addresses to US 

IPs in order to use geo-restricted music apps like Spotify and 

Pandora, regardless of complaints about poor and expensive 

internet connections. Stakeholders in the music industry need 

to fi gure out how to encourage Nigerians to start forming a 

habit of paying for music, otherwise artistes won’t benefi t fully 

from their intellectual property.’

The internet has brought new and legal ways of distributing, 

promoting and marketing music without geographical 

constraint. Nigerian entrepreneurs (some of whom were in 

business before the 2013 arrival of iTunes in the country) have 

leveraged their knowledge of Nigeria’s music sector to outsell 

the bigger, global platforms locally. Music streaming platform 

Spotify is not legally available in 

Nigeria, so there is an opportunity 

for local entrepreneurs to tap into 

this market too.

Spinlet is one of the early birds 

to the digital distribution space 

in Nigeria and claims to have the 

world’s largest catalogue of Africa-

centric music. Others looking to 

get a share of the market include 

music streaming app Sharebunk, 

which is currently beta-testing the 

Android and iOS platforms and has 

incorporated a social networking and 

messenger component.
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Nigeria’s answer to Justin Bieber, Lagos-born Wizkid (the 
stage name of Ayodeji Ibrahim Balogun) was the fi rst 
Nigerian musician to have a million followers on Twitter. 

So far, Nigeria’s music industry has advanced without a 

clearly established structure, but this has not deterred foreign 

interest. In the past two years, two of the world’s biggest music 

groups, Sony Music and Universal Music, have set up offi ces in 

Nigeria. Sony, which came in a year earlier than Universal, has 

already signed deals with up to seven top Nigerian musicians. 

Although these entrants will open up the music industry in 

Nigeria to more opportunities for global expansion, it might 

take some time for them to fully grasp the peculiarities of 

the local market, especially the piracy challenges. Much like 

Nigeria’s Nollywood fi lm industry, the music scene is plagued by 

piracy. In fact, Nigeria’s legal music sector is comparatively small 

given its population of 190 million – by far Africa’s biggest. 

The value gap
Despite the increase in paid-for digital music platforms in 

Nigeria, there remains a mismatch between the value these 

platforms derive from the content available to them and the 

revenue that gets back to those who create and invest in the 

music. This value gap is the sector’s biggest challenge. 

Under the current revenue-sharing formula, the platforms 

take up to 90% of sales revenue, depending on the artiste’s 

popularity and ‘star-power’. IFPI has identifi ed the value gap as 

the most signifi cant obstacle to the sector’s sustainable growth. 

In the European Union, for example, the European Commission 

is already working on a legislative fi x, but in Nigeria the 

government has had little involvement in the music industry.

Nigeria’s music sector has huge potential. If the growing 

revenues and foreign interest snag the attention of government 

and local investors – as was the case with Nollywood – music 

could become a big part of the economy. But that will 

not happen without action on a number of fronts. Greater 

investment in artistes will improve the quality of the product. But 

action is also needed on the part of government, to establish 

structures to facilitate enabling services for the industry, as well 

as regulations to protect the value of music and establish a fair 

digital marketplace. AB

Kingsley Iweka, founder/editor of AfricaOnTheRise.com, based 

in Lagos, Nigeria
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The Rwandan government has introduced measures to 

attract and retain new investment. Incentives include: 0% 

corporate income tax for companies planning to relocate their 

headquarters to Rwanda; 15% preferential corporate income 

tax for strategic sectors such as energy, exports, transport and 

low-cost housing; accelerated depreciation of 50% for key 

priority sectors such as tourism, construction, manufacturing 

and agro-processing; capital gains tax exemption; and a 

seven-year corporate income tax holiday for large projects in 

strategic sectors, as well as repatriation of capital and assets.

Mkombozi Karake ACCA, president of iCPAR, believes 

the economy has already benefi ted. ‘Trade and investment 

reforms have created an enabling business environment that 

appeals to investors,’ he says. ‘The new business-friendly 

investment code has accelerated growth of emerging sectors 

such as exports, energy, manufacturing, transport, tourism, ICT 

and low-cost housing, among others.’ 

Investor overtures

The recently completed Radisson Blu Hotel and 
Convention Center in Kigali is a testament to Rwanda’s 
push to become a regional conference hub.

A brighter world
Left in tatters by the 1994 genocide, Rwanda’s economy is now one of the standout 
performers in Central Africa, notching up year-on-year growth and a notable fall in poverty

When I fi rst travelled to Rwanda in 1996 for 
professional fi nancial management work, there 
was still a night-time curfew in force across 

Kigali, its capital city, and its people, shell-shocked after the 
then very recent genocide, were quietly reconstructing their 
shattered lives. Even back then, women had begun taking a 
leading role in national development, and the foundations for 
the future were being carefully laid.

Two decades and much hard work later, Rwanda is 

something of a beacon in the region. Between 2002 and 

2015 the country chalked up consistent average real GDP 

growth of 8% year on year. The World Bank cites it as the 

only country in sub-Saharan Africa that managed to achieve 

most of the United Nations Millennium Development Goals 

by 2015. Today, Kigali is curfew-free and in terms of gender 

equality the country is an example to the world – more than 
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ACCA has been working in partnership with the Institute of 

Certifi ed Public Accountants of Rwanda (iCPAR) since 2016, 

under a joint capacity building programme sponsored by 

the UK’s Department for International Development (DfID) 

and the International Federation of Accountants (IFAC). 

The project is intended to help iCPAR improve its capacity 

and speed up its progress towards becoming a sustainable 

professional accounting organisation. 

Throughout 2016, ACCA worked closely with iCPAR to 

develop the Rwandan institute’s strategy for 2017–21. An 

associated implementation plan included the recruitment 

and support of a programme coordinator, funded by the 

DfID/IFAC capacity building programme. 

Strategic priorities for capacity building include 

strengthening iCPAR’s internal capability and capacity 

through the development of a human resources strategy and 

recruitment support for the new leadership team. A certifi ed 

accounting technician (CAT) qualifi cation is also under 

development, as are policy and content for a continuing 

professional development (CPD) programme. A further 

phase of this work will extend the partnership through 2018. 

Alongside this work, a 10-year partnership agreement aims 

to ensure that the activities funded through the DfID/IFAC 

initiative continue to be effective in the long term.

Mahalah Groves, ACCA’s head of capacity building 

projects, says signifi cant progress has already been made. 

‘The collaboration between iCPAR and ACCA draws on 

both organisations’ extensive networks and combines a 

deep understanding of the national context and global 

best practice. The anticipated iCPAR accounting technician 

qualifi cation will showcase the strength of the partnership 

and iCPAR’s readiness to deliver the pipeline of accountants 

that Rwanda needs.’

The pipeline that Rwanda needs
Greater urbanisation (and its link to the creation of jobs 
outside the farm sector) is explicit in Rwanda’s Vision 2020.

60% of members of its lower chamber of parliament are 

women, compared with just 23% globally, according to the 

Inter-Parliamentary Union – an enviable proportion that many 

developed countries might wish to emulate. In sub-Saharan 

Africa, its closest rivals in this context are South Africa with 

42.1% and Senegal with 41.8%. 

Rwanda’s GDP of US$8.38bn (2016) supports a population 

of 11.9 million, equipped with strong aspirations and a good 

work ethic, and it is among the least corrupt countries in sub-

Saharan Africa. Gross national income per capita was US$700 

in 2015, according to the World Bank, whose Ease of Doing 

Business Index ranked Rwanda as 41st out of 190 countries in 

2017, making it second-best in Africa.

Business is mainly focused on agriculture, trade, energy, 

hospitality and fi nancial services, but the economy is 

overwhelmingly rural and heavily dependent on agriculture. 

Strong recent growth in the services sector, particularly 

construction and tourism, has contributed to the overall 

upward momentum of the economy. The government’s 

economic priority is to turn Rwanda into a regional trade, 

logistics and conference hub. It is building several new 

international business-class hotels and a convention centre 

in downtown Kigali, as well as expanding and investing in the 

fl eet of the national carrier RwandAir.

Rwanda defi ned its long-term development goals in its Vision 

2020 programme, which aims to transform the low-income, 

agriculture-based economy into a knowledge-based, service-

oriented one with middle-income country status by 2020. 

Things are moving in the right direction. The proportion of 

people living below the poverty line fell from 57% in 2005 to 

39% in 2013. However, there is still a long way to go, as 63% of 

the population still live in extreme poverty, as defi ned by the 

World Bank, surviving on less than US$1.25 a day.
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Rwanda’s gross domestic product has been rising steadily – 

from US$1.74bn in 2000 to US$8.38bn in 2016.

No sloth on growth Capital attraction
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The foreign direct investment shown here has gone chiefly 

into the finance, ICT, manufacturing and tourism sectors.

According to the National Bank 

of Rwanda, the country attracted 

US$379.8m of foreign direct 

investment (FDI) inflows in 2015, 

representing 3% of GDP. Rwanda 

had an accumulated FDI stock of 

US$1.4bn in the same year. A new 

investment code in 2015 includes 

equal treatment for foreigners and 

nationals generally, free transfer 

of funds, and compensation in the 

event of expropriation.

The Companies Act 2009 requires 

that financial statements in Rwanda 

be prepared in accordance with 

international accounting standards and authorises the 

Institute of Certified Public Accountants of Rwanda (iCPAR) 

to set accounting standards compliant with IFRS Standards. 

International Standards of Accounting (ISAs) issued by the 

International Auditing and Assurance Standards Board (IAASB) 

have been adopted without amendment. 

The Capital Market Authority defines the regulatory 

framework under which the Rwanda Stock Exchange 

operates. Listed companies are expected to comply with the 

requirements of IFRS Standards and ISAs.

The World Bank report on the observance of standards 

and codes in accounting and auditing in 2015 concluded 

that while Rwanda had made 

significant progress in strengthening 

corporate financial reporting since 

the first such report in 2008, further 

development was needed to support 

the country’s growing economy. 

A strong accountancy profession 

will be central to achieving good 

governance and improving 

accountability, transparency and 

efficiency in resource deployment.

Research shows a positive 

correlation between the number 

of accountants in employment 

on the one hand, and GDP per 

capita and the United Nations Development Index on the 

other. According to the Nexus 2 study conducted by IFAC, 

accountants are thought to add US$575bn a year to the global 

economy. Rwanda needs to greatly expand the number of 

nationally qualified accountants if it is to achieve its goal 

of being a financial and services hub and bolster service 

delivery across the public sector. Having a strong accountancy 

profession in place will give the country the best chance of 

attaining its Vision 2020 targets. AB

Alnoor Amlani FCCA is an independent consultant based in 

East Africa

‘Trade and 
investment reforms 

have created an 
enabling business 
environment that 

appeals to investors’ 
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Commonwealth gains
The organisers of the 2018 Commonwealth Games on Australia’s Gold Coast are 
making the sums add up for this month’s festival of elite athletics 

Unusually for a large sporting tournament, the 2018 
Commonwealth Games, which get under way this 
month, arrive in the Gold Coast (Australia’s sixth 

largest city) on time and on budget. After completing 
its final checks on preparations for the 21st games, the 
Commonwealth Games Federation has declared it is ‘humbly 
confident’ the event will be a success.

Planning for the Gold Coast Games has consistently been 

further advanced than the 2014 host Glasgow was at the same 

stages – mainly because the ‘transfer of knowledge’ from 

Glasgow to the Gold Coast has allowed the Australians to 

build on the experiences of the previous event. As a result, the 

City of Gold Coast council knew months ago that its venues 

would be finished and ready, ahead of the opening ceremony.

‘I can assure everyone we are games-ready, we are on 

time, on budget,’ Tom Tate, Gold Coast’s mayor, said at the 

beginning of the year. ‘They are all completed.’

The Queensland state government put A$1.5bn (US$1.2bn) 

into delivering the event. While this easily outstrips the £543m 

(US$751m) cost of hosting the 2014 games in Scotland, it’s a 

snip compared with the US$4.1bn cost of the 2010 event held 

in Delhi – the most expensive Commonwealth Games ever.

The entire project has been overseen by the not-for-profit 

organisation the Gold Coast 2018 Commonwealth Games 

Corporation (Goldoc). To deliver the games, Goldoc will 

employ more than 1,500 paid staff, 15,000 volunteers and 

45,000 contractors. It believes the games will generate A$2bn 

(US$1.55bn) in economic benefits. The estimated budgeted 
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Australian basketball champion Patty Mills poses with a 
surfboard – the Gold Coast is famed for surfi ng, although 
it’s not a games sport – and local performers.

Athletics events in the 2018 Commonwealth Games will be 
held at Carrara Stadium, an Australian rules football venue 
equipped with a temporary stand for 15,000 spectators.

value of the procurement programme alone resulted in the 

award of A$550m (US$425m) worth of signifi cant contracts. 

Procurement of the security and security infrastructure 

includes contracts for four prime suppliers to deliver 4,200 

security guards. Another A$34m (US$26m) will be spent on the 

deployment of the armed forces to provide rapid-response 

squads, bomb detectors, offshore patrols and surveillance. 

Substantial procurement contracts have also been awarded 

for broadcast lighting, temporary seating, temporary power 

and event staging. A further A$657m (US$509m) was awarded 

in construction contracts for the venues and the Games 

Village, with around 90% of that fi gure going to businesses in 

south-east Queensland. Under a deal with the Queensland 

government and the Commonwealth Games authorities, the 

city council agreed to renovate or construct the buildings and 

sporting grounds to Commonwealth Games standards.

A major factor in keeping costs down has been to use 

temporary rather than permanent facilities; 80% of the 

council’s games venues were already in place before the 

games construction programme began. Inserting temporary 

facilities has been part of the plan to reduce the risk of 

building ‘white elephants’ or having to replace stadiums in 

future because they are the wrong shape or hold too many 

seats – a problem Sydney is currently facing with the round 

stadium it purpose-built for the 2000 Olympic Games. After 

the Commonwealth Games, the temporary facilities will be 

stripped out and venues returned to community use.

Keeping score at the Gold Coast
The 2018 Commonwealth Games in numbers.

* 70: Teams represented (some Commonwealth 

members have dependent territories that compete 

under their own flag, as do the four UK nations)

* 6,600: Number of athletes and team offi cials 

expected at the event

* 5: Number of times that Australia has staged the 

games – previously, Sydney (1938), Perth (1962), 

Brisbane (1982) and Melbourne (2006) – more than 

any other nation

* 23: Number of sports in the games

* 1954: Year of the ‘Miracle Mile’ when England’s 

Roger Bannister and Australia’s John Landy both 

fi nished within four minutes in a mile race (pictured 

above) in the Vancouver Games

* 1974: Year when Tanzania’s Filbert Bayi took middle-

distance running into a new era, with a world-record 

time of 3min 32.16sec. New Zealand’s John Walker 

broke the old world record too in the same race in 

Christchurch, but still lost. To many it remains the 

greatest 1,500m race ever

* 1,500: Approximate number of medals up for grabs, 

to be evenly distributed between men and women – 

the fi rst time ever for a major multisport games

* 690,000: Visitors expected to Gold Coast venues

* 1.5 billion: Predicted cumulative TV audience.
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The Commonwealth 
* 53 countries are currently members

* 11 are Pacific nations: Australia, Fiji, Kiribati, 

Nauru, New Zealand, Papua New Guinea, Samoa, 

Solomon Islands, Tonga, Tuvalu, Vanuatu

* Three are European nations: Cyprus, Malta, UK

* 13 are in the Americas: Antigua and Barbuda, Bahamas, 

Barbados, Belize, Canada, Dominica, Grenada, Guyana, 

Jamaica, St Lucia, St Kitts and Nevis, St Vincent and the 

Grenadines, Trinidad and Tobago

* Seven are in Asia: Bangladesh, Brunei, India, Malaysia, 

Pakistan, Singapore, Sri Lanka

* 19 are in Africa: Botswana, Cameroon, Gambia, Ghana, 

Kenya, Lesotho, Malawi, Mauritius, Mozambique, Namibia, 

Nigeria, Rwanda, Seychelles, Sierra Leone, South Africa, 

Swaziland, Uganda, Tanzania, Zambia

* The total population is 2.3 billion 

* It makes up 20% of the world’s land mass

* 15 Commonwealth governments other than the UK have 

Queen Elizabeth II as their head of state

Closing ceremony of the 2014 Commonwealth Games 
at Hampden Park in Glasgow, after 5,000 athletes had 
competed in 18 sports for a total of 261 gold medals.

Each Gold Coast council venue has had to pass an economic 

viability test, with future use high on the list of criteria. The 

venues also had to demonstrate a way to earn money after the 

2018 games.

Only three venues have been built from scratch. The Gold 

Coast Sport and Leisure Centre was completed in April 2017 

at a cost of A$105.3m (US$81.6m). Like the A$40m (US$31m) 

Coomera Indoor Sports Centre, the venue for gymnastics 

and netball, it will be handed over to community use after the 

games. The third venue is a new velodrome track at Brisbane.

Built in an area that lacked sporting facilities, Coomera is 

the ‘centrepiece for the transformation of the northern Gold 

Coast into a signifi cant elite and community sports precinct’, 

according to the council’s website. It opened in August 

2016 and its facilities and function rooms are available for 

community hire, creating a new council revenue stream.

After its A$4.95m (US$3.84m) renovation, the Broadbeach 

Bowls Club has already hosted the World Youth 

Championships. It will host the Asia Pacifi c Championships in 

2019, and the World Bowls Championships in 2020.

There is little chance of white elephants, Tate says. ‘We have 

800 events booked for the 12 months post-games; we have 

major projects happening.’

But sport was not the only future use considered by the 

council when it was assessing future economic benefi ts of 

games venues. The Games Village will become housing for 

hospital and university staff.

Studio 9, which hosts the squash competition, was built 

as a working sound studio for independent entertainment 

company Village Roadshow. Four other existing sound stages 

have been fi tted with temporary courts for the table tennis and 

boxing tournaments in the games.

Film studios make great games venues as they can be 

transformed easily and already have equipment installed for 

cameras and sound. ‘It is the fi rst time a sound stage has been 

used for the games,’ says Lynne Benzie, president of Village 

Roadshow Australia. ‘It is a fantastic opportunity.’ She says 

the construction of Studio 9 gives the Gold Coast the biggest 

footprint of any fi lm studio in the southern hemisphere – a 

massive selling point for future business projects. The cost was 

shared between Village Roadshow and the Commonwealth 

Games, and Benzie believes the studio could bring billions of 

dollars to the Gold Coast.

But it hasn’t all been smooth sailing. There has been criticism 

over the cost of the games, and logistical concerns, such 

as traffi c congestion between the Gold Coast and Brisbane 

(nearly 50 miles north of it), as well as in the Gold Coast itself.

But sponsors have backed the event, with 16 offi cial 

supporters signed up (including KPMG, Aggreko and Cisco), 

plus seven offi cial partners (such as Longines, Atos and Optus), 

all on board for a bonanza of elite sport. AB

Alex Miller, journalist
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More information

Read PwC’s report SDG Reporting Challenge 2017 at 
bit.ly/PwC-SDG-reporting

Most popular
citizen problems

Aligning with UN goals
The United Nations’ Sustainable Development Goals should be central to business’ 
interests and yet companies’ reporting on this is still falling short, fi nds a PwC study

Missing the goal
All members of the United Nations (UN) have pledged 

to support its 17 Sustainable Development Goals 

(SDGs). Corporate reporting has a huge role to play in 

benchmarking this work, but many companies are failing 

to map their activities to the goals, according to PwC. 

Shooting at the same goal?
The report, which covers 470 companies in 17 UN 

member countries, found that those companies 

that are prioritising SDGs are reporting what they 

think are most relevant and not necessarily what 

citizens consider important.

In fact, there seems to be quite a disconnection 

between what business is seeking to prioritise and 

what the research tells us citizens are viewing as most 

important to them.

Taking the easy wins
The survey found companies have better quality reporting 

on indicators that are more mature, predating the SDGs.

Rather than thinking holistically about their priorities in terms 

of SDGs, companies may in fact just be re-badging existing 

priorities to match them to SDGs. On climate change, for 

example, companies already have reporting requirements in 

place to measure greenhouse gas (GHG) emissions.

Top three indicators

74%
of citizens said that they are more likely to 
use the goods or services of organisations 

that are engaging with the SDGs

62%
of companies mentioned 

the SDGs in their reporting

63%
aren’t offering any meaningful 

level of engagement with the goals

17 Sustainable Development Goals (SDGs)

Representation of women in 
management postions

Energy 
efficiency 

GHG emissions 
reduction

37% 
selected 
priority 
SDGs

37% 
selected 
priority 
SDGs

62%

25% 
mentioned 
the SDGs

25% 
mentioned 
the SDGs

38% 
made no 
mention of 
the SDGs

38% 
made no 
mention of 
the SDGs
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Top qualities
The features of a high-quality audit sometimes exist 
in mutual tension. So an open and honest debate is 
needed about how audit quality can be maximised

Sub-standard auditing should not be synonymous with 
business failure. Yet when businesses do collapse, or 
when directors fail to meet corporate governance 

standards, auditors’ shortcomings are usually thought to be 
part of the problem.

  Proving auditors have performed quality work can be 

difficult when, with the benefit of hindsight, company failure 

appeared inevitable and predictable, and in retrospect the 

actions of those managing the company look foolish or wrong. 

Whether an audit is high-risk or routine, auditors can help 

themselves – and if the worst does happen, so can those 

assessing their performance – by ensuring each audit rests on 

six pairs of tenets that underpin quality. 

According to a recent report by ACCA, Tenets of a quality 
audit, the latest in its ‘Tenets of…’ series, auditors need to 

be thorough to ensure that all key risks are examined and 

all issues addressed before they complete their report. 

However, they also need to be timely, as regulation, 

investors and other users only see the report as relevant if 

it is contemporary. Obtaining adequate audit evidence will 

always be subject to pressure to complete the job on time. 

At the same time, overauditing compromises quality just as 

much as a file containing inadequate work.

Many of us understand that if auditors don’t remain 

independent throughout the assignment, quality is absent. 

Equally quality is missing if the auditor can’t demonstrate 

appropriate closeness to the client and the business. An 

auditor with experience of the business and the sector that 

they have developed over several years will support the risk 

assessment work. And it is this experience, according to the 

report, that will allow the independent auditor to precisely 

challenge management on the most contentious areas. A 

challenge without knowledge is a long shot that is easily 

deflected. Yet terms such as ‘familiarity’ and ‘long association’ 

summon up images of cosy collusion, letting management off 

rather than conferring advantage of insight.

Standardisation and autonomy
Experience contributes to another key tenet outlined in the 

report: autonomy. A quality audit will never be an unthinking 

tick-list procedure. Autonomy allows the auditor to focus 

on their own perceptions of the key risks, so they can see 

where more work needs to be done. However, audit quality 

can’t be achieved unless there is standardisation; one of the 

most trenchant criticisms of audit is a lack of comparability 

with audit work across borders and a lack of consistency 
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Tenets of audit quality
* Thoroughness and timeliness

* Independence and closeness

* Standardisation and autonomy

* Delivering a holistic opinion and responding to fraud

* Backward-looking and forward-looking approach

* Transparency and confidentiality

over time. At a basic level, auditors need to heed auditing 

standards while at the same time continuing to exercise the 

judgment to go above and beyond specific procedures set 

out in standards. 

It is relatively easy for regulators to assess whether 

standardised procedures have been followed, so prescription 

could increase as a regulatory culture prevails, one that 

auditors could rely on to prove the quality of their work. 

However, any professional knows that it may not be possible 

to define a set of procedures that will be adequate on all 

occasions. Even while standards develop, autonomy needs to 

be encouraged for quality to be enhanced.

Multi-dimensional understanding
All audit work aims to express an opinion on whether the 

financial statements provide a true and fair view. The report 

emphasises that auditors are delivering a holistic opinion 

when undertaking quality work. This allows them to obtain a 

proper and multi-dimensional understanding of the company’s 

business model and strategy, as well as an appreciation of its 

industry and economic context. 

Part of this holistic responsibility is responding to actual 

or suspected fraud, as this could 

lead to financial misstatement 

undermining the true and fair view. 

The public view that auditors are 

responsible and have the ability to 

detect fraud remains undiminished 

– indeed it could be argued that it 

is increasing. 

To perform quality work in this 

context, says the report, auditors 

need to adopt a risk-based 

approach, ensuring that they spend 

their time focused on the areas of 

highest risk. This contributes to 

their ability to deliver an opinion 

that encompasses all of the financial 

statements, including those areas where most work and 

judgment is required. 

Of all the areas of audit quality, fraud detection is the 

one where technology is having the biggest and most 

rapid impact. To respond appropriately to suspected fraud, 

auditors need to use detailed testing and substantive 

procedures. Greater use of data analytics may allow them to 

do this more effectively.

Another tenet of audit quality outlined in the report is 

that there has to be a balance between backward and forward-

looking informati. Transaction testing is backward-looking; to 

achieve audit quality, auditors are required to test historical 

transactions as they are represented in the company’s ledgers. 

At the same time, investors are demanding more forward-

looking information from companies’ financial statements, and 

auditors are increasingly expected to look at this. This seems 

set to become a more important part of audit quality.

As a result, auditors need to consider information such 

as going concern and testing assets carried at fair value, in 

order to provide sufficient audit quality. While the auditor can 

gain evidence about historical transactions, forward-looking 

information is not susceptible to the same type of testing. 

Instead the auditor must examine evidence about the process 

by which forward-looking information 

has been prepared, comparing the 

assumptions made by management 

with evidence from present-day data 

points and historical trends. 

The report points out that these 

pairs of tenets will continue to 

butt up against one another; for 

instance thoroughness will always 

jockey with timeliness, while staying 

independent can seem to contradict 

the need to be close to, and 

knowledgeable about, a business. 

Enhancing audit quality will depend 

on not only the business community 

and the profession but also society 

as a whole understanding those tensions.

The report concludes that while evidence suggests 

that audit quality has improved – and continues to do 

so – concerns remain, both about the pace of change and 

audits that fall below quality thresholds. Initiatives to drive 

better audit quality and maintain an ongoing quality debate 

with stakeholders remain important. Equally important 

is the need for auditors to ensure quality remains at the 

forefront at all times. AB

Peter Williams, journalist

Terms such as 
‘familiarity’ and 

‘long association’ 
summon up images 

of cosy collusion, 
letting management 

off rather than 
conferring advantage 

of insight
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Unlocking the secrets
An ACCA study backs up the welcome given by many investors to the new world of 
transparency, detail and disclosure delivered by the extended audit report

At a time when investors, regulators, even preparers 
and auditors, complain that financial reports have 
become too long, it seems ironic that auditors 

are now required to provided much longer, more detailed 
reports. Since December 2016, and in the case of the UK 
some time before this, auditors who are governed by 
International Standards on Auditing (ISAs) have had to 
produce extended audit reports for their listed clients. The 
move has marked a shift away from the binary, two-page 
audit report to one that provides unprecedented levels of 
transparency of the work carried out by the auditor.

The new-look audit reports, which now cover several pages, 

focus on key audit matters (KAMs) – areas judged by the 

auditors to be of most significance and therefore worthy of 

greater investigation and explanation. It has been a quiet 

revolution, but an important one around the world, with the 

level of detail welcomed by investors, who for many years have 

been calling for the lid to be lifted on the black box of auditing.

The move was enshrined in ISA 701, Communicating Key 
Audit Matters in the Independent Auditor’s Report. This 

standard from the International Auditing and Assurance 

Standards Board (IAASB) was finalised in 2015, with an effective 

date of 15 December 2016. It was part of a suite of revised 

standards covering auditor opinions, going concern and other 

matters, feeding into the revised ISA 700 standard, Forming an 
Opinion and Reporting on Financial Statements. 

Because the UK’s Financial Reporting Council (FRC) had 

introduced similar requirements in 2013, it was seen as very 

much in the vanguard of the new reporting model, providing 

early adopter lessons for other jurisdictions. The US introduced 

its own form of revised auditing standard in stages, applicable 

in stages from December 2017, which brought in the concept 

of critical audit matters (CAMs), as opposed to the IAASB’s 

KAMs. Despite subtle variations, the approaches of both the 

IAASB and the Public Company Accounting Oversight Board 

are intended to result in the communication of matters in the 

auditor’s report that are likely to be of interest to investors and 

other readers of the report.

The FRC has periodically reviewed the implementation 

of what it called the extended audit report. In its second 
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KAM count
The chart below includes companies registered in the UK by 

virtue of a Johannesburg stock exchange listing. Countries 

with fewer than five KAM audit reports have been excluded.

UK

Zimbabwe

UAE 

Kenya

South Africa

Brazil

Oman 

Romania

Cyprus

Nigeria 

Number of KAMs per company

0 0.5 1.5 2.5 3.5 4.51.0 2.0 3.0 3.0

report, published in 2016, the UK regulator supported the 

trend towards more detailed but still concise descriptions of 

risk, the more transparent and accessible reporting of audit 

findings, and the disclosure of materiality.

New world of transparency 
But the FRC’s approach related only to UK listed companies. 

ACCA has therefore taken on a wider, global review of ISA 701 

one year after implementation to assess the success or 

otherwise of the new world of detail and transparency. In Key 
audit matters: unlocking the secrets of audit, ACCA reports 

that auditors around the world have risen to the challenge 

of providing more useful information for investors. It also 

finds that KAMs generate additional benefits to the financial 

reporting process, leading to better governance, higher audit 

quality and improved financial reporting.

The ACCA report quotes an auditor from Cyprus: ‘Auditors 

are not trying to hide anything, and the fact that KAMs are now 

disclosed in audit reports makes more transparent the matters 

they had in mind in prior years as well.’ However, the report 

also finds a fear that some information could be buried within 

these longer reports. 

During its review process, ACCA held roundtable 

discussions in Greece, Cyprus, Romania, Abu Dhabi and 

Oman. Participants acknowledged the new reports gave more 

information, but were sceptical that it was presented in a 

useful way. One audit committee member said: ‘We perceived 

the new audit report as an additional long report included 

within other long reports, and no 

one can read them all.’ 

And an audit partner said: ‘We 

end up having a report of four to 

seven pages that is carefully drafted 

from a legal point of view. With the 

opinion paragraph first, the rest will 

be ignored by many unless someone 

wants to understand what happened 

and reads each section.’

The roundtable comments also 

reveal a fear that the KAMs language 

might be complex. Because financial 

reporting can be complex, and 

KAMs focus on the most complex 

judgments in the audit process, 

the language used to describe KAMs may be difficult to 

understand, particularly for less sophisticated users. However, 

ACCA’s review of audit reports does not identify this concern 

in practice. The plain language used, which was easy to 

understand, suggests that auditors can overcome this fear.

‘Active, sensible 
regulation is 

important to ensure 
that auditors do 
not retreat into 

the perceived 
safety of formulaic 

or boilerplate 
disclosures’

Warning for the future
There is one interesting observation in ACCA’s review that 

could provide a warning for the future: a consistently high 

number of KAMs reported by auditors of listed companies in 

the UK compared with other countries. The average number, 

at 4.1, was significantly greater than in other countries, which 

were mostly in the range of two to three per company. 

The UK was the first country 

to adopt KAMs, but in the first 

year many auditors disclosed 

all of their significant risks as 

KAMs, including the ‘deemed’ 

significant risks of fraud in revenue 

recognition and management 

override of controls. The FRC has 

subsequently discouraged auditors 

from doing this.

The ACCA report says: ‘This 

would seem to underscore the 

importance of active, sensible 

regulation to ensure that good 

practice is encouraged and that 

auditors do not retreat into the 

perceived safety of formulaic or boilerplate disclosures. 

Auditors should be given a clear message by regulators that 

it is better to disclose more than to disclose less.’ AB

 

Philip Smith, journalist
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A fine balance
Achieving strategic goals without 

considering the risks is a gamble. But 
how good are boards when it comes to 
looking at the upsides of risk? 

Corporate governance frameworks around the world 
typically have a strong focus on risk management, 
with the board of directors playing an important 

role in overseeing business risk. The challenge is to ensure 
that boards perform their risk management activities 
effectively and in a balanced manner: they need to help their 
organisations mitigate any downside risks, while taking the 
maximum advantage of opportunities that fit in with the core 
objectives of the business.

Regulation and compliance are signifcant key drivers for 

board-level involvement in risk management. However, 

some organisations are increasingly aware of the 

strategic benefits that effective risk management can confer in 

helping them exploit business opportunities and so exceed 

their stated objectives. 

This was one of the key findings of a recent ACCA research 

project into current 

board practice 

in relation to risk 

management.  The 

research, led by a 

group of academics 

from the universities 

of Plymouth, 

Nottingham 

and Glasgow 

Caledonian, draws 

on interviews with 

executive and non-

executive directors, 

focus groups with 

risk management 

professionals, and input 

from other experts.

As the report, Risk 
and the strategic role 

of leadership, explains, 

the discussions boards 

have about strategy and 

risk management vary 

Some organisations 
are increasingly 

aware of the 
strategic benefits 
that effective risk 
management can 
confer in helping 
exploit business 

opportunities 
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What boards should ask themselves
* How often does the board review and enhance its risk 

management activities?

* Does the board consider, from the outset, the risk 

implications of different strategic options (ie, as a key 

component of strategy creation)? How are these options 

and their associated risks presented to the board?

* Where does the board lie on the ‘principled’ to 

‘prescriptive’ spectrum? What are the strengths and 

weaknesses associated with the board’s position, and does 

it need to consider becoming either more principled or 

more prescriptive?

* How does the board review the diversity of risk 

intelligence, skills, knowledge, experience, education and 

training (‘Riskeet’) across its membership? How does it 

address any gaps?

* How often does the board consider its composition and 

Riskeet? Does it review composition and Riskeet when 

changes or proposed changes to the strategic direction of 

the organisation are being considered? 

* Does the board create a safe-zone atmosphere for 

the discussion of risk management issues? Are board 

members encouraged to challenge the status quo?

* Are board members – and non-executives in particular 

– encouraged to get out into the organisation and to 

understand its people and culture?

* Do non-executives act as critical friends to the executive 

and wider senior management team, helping them to 

exploit opportunities and avoid losses?

* How much time does the board devote to risk 

management at meetings? Are opportunities to discuss 

risk management also provided outside the formal 

board meetings? 

* How effective are the board’s subcommittees in enabling 

the board to focus on strategic risk management issues?

considerably. These discussions lie along a spectrum, with 

many boards nearer to one end than the other. 

Boards applying a ‘principled’ approach are likely to 

make more connections between strategy and risk, as they 

approach both in a holistic manner. But they often do so in 

an implicit and unstructured way, resulting in inconsistent 

decision-making and a greater focus on the exploitation 

of upside opportunities without proper consideration of 

downside outcomes. 

Boards at the other end of the spectrum apply a more 

‘prescriptive’ approach. For them, risk management activities 

are much more formalised and consistent. But organisations 

and boards that follow this approach often view risk as a 

static concept because they often rely on past data and tend 

to focus on downside outcomes. These outcomes may be 

better controlled because risk management activity is more 

structured, but this approach can also make it harder to exploit 

opportunities.

Impediments and assets
When seeking to manage risks, boards still find it hard to 

understand and address the softer factors, such as culture 

and risk appetite. ACCA’s research findings suggest they 

often lack clear information on these issues and have difficulty 

connecting them to their organisation’s performance. Lengthy 

risk reports and insufficient time allocated to risk management 

at board meetings also challenge many boards. 

However, higher-quality board discussion can be enabled by 

developing a safe-zone atmosphere so that board members 

feel free to discuss risk issues in an open and constructive 

way. Positive moves here could include encouraging board 

members to ask ‘dumb’ questions, challenging the status quo 

by playing devil’s advocate, asking executives to leave the 

room for an ‘in-camera’ session, or considering extreme risk 

events and control failures. Discussing risk management issues 

away from formal board meetings, perhaps during awaydays, 

can also be a valuable practice.

Non-executive directors are great assets when it comes 

to risk management. Their role does face challenges, in that 

non-executives walk a delicate line between participation 

(in the sense of ensuring that tasks are performed) and 

oversight (providing assurance that tasks have been 

performed within agreed parameters). Non-executives also 

need to have a good understanding of the organisations 

they are involved with so that they can participate effectively 

in strategic decision-making. However, the nature of their role 

should enable them to step back and apply the experience 

they have gained in other organisations. In this way they 

can act as a ‘critical friend’ to help restrain overconfident 

executives or encourage the more cautious to take on 

a greater level of risk. 

ACCA’s research project also found that a high level 

of diversity in boards’ risk intelligence, skills, knowledge, 

experience, education and training helps to develop a 

collective consciousness that enables the board to identify 

changes in risk exposures and respond appropriately. Taking 

stock of diversity at board level is therefore good for an 

organisation’s risk management effectiveness. AB

Sarah Perrin, journalist
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The road to good
To fully benefit from integrated reporting and thinking, 

members of the management team could use the following 

questions to start a wider conversation about their 

organisational culture, objectives and processes.

* What does value mean for me and my organisation?

* What differentiates my organisation?

* What is my organisation’s mission?

* Where does my organisation want to go (its vision)?

* Who are the key stakeholders we rely on to deliver on 

our mission and vision? 

* What key resources do we need to deliver on our 

mission and vision?

* How do we put our mission and vision into action? 

What is our strategy?

* What changes can I see coming in one, five, 10 and 

20 years’ time that could affect our strategy? What do 

we need to do differently to respond to those changes? 

* How will I know whether my organisation is 

delivering on its mission and vision? How will our key 

stakeholders know?

* How can I talk to the board about these questions?

The next level
The adoption of integrated reporting is bringing about integrated thinking as it 
becomes embedded into companies’ strategic planning processes

The integrated reporting (IR) approach of encouraging 
organisations to explain how they create value over the 
short, medium and long term is helping them to operate in a 
more joined-up way. It strengthens the connections between 
different departments and gives management teams a 
clearer understanding of their particular value-creation 
process. There is strong evidence of external benefits 
too, particularly improved engagement with stakeholders, 
including providers of financial capital. 

Implementing integrated reporting has its challenges, 

though. Adopters struggle with some of the concepts 

and requirements of the IR framework developed by the 

International Integrated Reporting Council (IIRC). Some of 

these challenges, along with suggestions for overcoming them 

and examples of good practice, are identified in the ACCA 

report Insights into integrated reporting 2.0: walking the talk.

The report draws on the experiences of participants in the 

IR Business Network, a forum for organisations committed 

to adopting the IR framework. For the second year running, 

ACCA has worked with the IIRC to review a sample of 

corporate reports produced by network participants. They 

found these companies have made ‘striking’ progress over 

the past year. Data quality has improved, for example, and 

organisations are applying performance measures in a more 

consistent way, providing better bases for comparison with 

other entities.

Integrated reporters still face areas of difficulty, however, 

with some new challenges identified this year. For example, 

some participants in the IR Business Network struggle to link 

their strategy to the way they use and manage their resources 

(known as ‘capitals’ under the IR framework). Materiality also 

causes headaches. For example, organisations don’t always 

explain their materiality determination process well, and it 

is not always clear that their reporting focuses on matters 

that substantively affect the organisation’s ability to create 

value in the short, medium and long term. Reporting on an 

organisation’s ‘outlook’ – the challenges and uncertainties that 

could affect delivery of the strategy and future performance 

– could also be tricky, as boards worry about sensitive 

information and managing stakeholder expectations.

Fundamental change
What is clear is that adopting integrated reporting has a real 

impact on organisations. Interviewee Russ Houlden, CFO of 

United Utilities, believes the major change that integrated 

reporting can bring to organisations is around integrated 

thinking. ‘That fundamentally changes the way we operate 

the business,’ he says. ‘In terms of the reporting, it gives all 

our stakeholders a little bit more of a broad understanding, so 

they can then engage with us on their specific topics. It gives 

them a broader feeling of the sort of responsible company 

we are and the way that we try to give the best service to 

customers by operating in a more integrated way.’ 

Yen-pei Chen, ACCA subject matter expert in integrated 

reporting, says: ‘It’s notable that integrated thinking is seen 

as an important aspect of integrated reporting. In some 

organisations, integrated thinking develops internally before 

integrated reporting is adopted. In others it is encouraged 

and supported by the integrated reporting process. There’s no 
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More information

ACCA has redesigned the Professional level of its 
qualification, introducing a Strategic Business Reporting 
module. See bit.ly/ACCA-SBR

‘Integrated thinking 
fundamentally 

changes the way 
we operate our 

business’

right or wrong way.’

Chen is also encouraged by 

how integrated reporting is 

becoming embedded 

in some companies’ 

strategic planning 

processes. For 

example, life 

insurance, pension 

and asset management 

company Aegon has 

brought forward the timing 

of its materiality assessment 

– an important aspect of 

internal reporting – so 

its outcomes can 

inform its other 

internal processes. 

Previously, the 

company did 

its materiality 

assessment towards the 

end of the year, and reflected the outcomes in 

that year’s report, but there was too little time 

to formulate strategic or operational responses 

to the issues identified. 

Aegon has now changed the cycle, performing 

the materiality assessment at the end of the prior 

year. ‘We then use that as an input for our strategy 

cycle, which kicks off in January,’ says Marc van 

Weede, global head of strategy and sustainability 

at Aegon. ‘Then we have a whole year in which we 

go through our strategy planning and action planning 

and responses. So by the end of 2018, we will have a much 

better story about how we responded to those issues.’ 

The outcome of the materiality assessment now provides 

‘a core input’ into Aegon’s strategic risk assessments, which 

are becoming a standard element in the strategy review 

process at group and business unit level. Van Weede sees this 

as a ‘more integrated approach’. He also believes conducting 

these strategic risk assessments in the right way should help 

with risk reporting. AB

Sarah Perrin, journalist
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Managing your workload

Watch Dr Rob Yeung’s video on how 
to manage your workload and get 
promoted at bit.ly/Y-workload

Stress factor
To get what you want out of your career, it’s crucial to manage your manager’s 
perception of your workload, says our talent doctor Rob Yeung

In contrast, managers with a stress-

is-debilitating mindset were more likely 

to spot burnout and offer support to 

overloaded employees. However, these 

managers were less likely to recommend 

overworked employees for promotion.

One implication of this research is 

that you should not assume that your 

line manager will be able to see when 

you are significantly under pressure and 

feeling stressed. How you feel about 

your workload may correspond quite 

poorly with how your line manager 

thinks you may be feeling.

Communicate your needs
In practical terms, be sure to 

communicate clearly and frequently 

what you want from your work. If you 

are feeling overwhelmed but your line 

manager happens to have a stress-

is-enhancing mindset, then he or she 

could easily overlook your distress. On 

the other hand, if you have a higher-

than-average workload but still want 

more, then a line manager with a 

stress-is-debilitating mindset could be 

withholding further opportunities in the 

mistaken belief that you already have 

too much to cope with. It is only by 

providing updates on a regular basis 

that you can ensure that your manager 

adopts the mindset that is most 

beneficial to your needs.

Of course, nearly everybody would 

like to be promoted in the future. But 

the question you should be asking 

To what extent do you feel hampered 
by stress at work? Researchers have 
typically found quite a poor correlation 
between objective workplace factors 
and the extent to which people 
report feeling stress. Circumstances 
such as tough deadlines, difficult 
clients, unsupportive colleagues and 
long hours do cause stress in some 
employees. However, other workers 
may cope well, or even find the same 
conditions stimulating.

New studies on a concept known as 

stress mindset suggest that your career 

may be affected less by the amount 

of stress that you face than the extent 

to which your line manager sees that 

stress as either harmful or beneficial. 

Scientists led by Alia Crum at Yale 

University have found that some people 

have a stress-is-debilitating mindset, in 

which they believe that stress impairs 

their and other people’s performance, 

productivity and health. In contrast, 

individuals with a stress-is-enhancing 

mindset are more likely to feel that 

stress may stimulate performance, 

productivity and wellbeing too.

Your line manager’s beliefs about 

the benefits or harmfulness of a 

heavy workload may have important 

consequences for your career. A 2018 

study led by management researcher 

Nili Ben-Avi at Tel Aviv University found 

that managers with a stress-is-enhancing 

mindset were less able to identify the 

symptoms of burnout; they were also 

less likely to offer support to employees 

who were experiencing high workloads. 

However, such managers were also 

more likely to see their employees as 

ready for promotion.

If you are feeling 
overloaded over 
the course of a 

tough few weeks 
or months, then 

consider asking for 
more support
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More information

Dr Rob tweets @robyeung

If you have a question for the talent 
clinic, email abeditor@accaglobal.com

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

leadership style tends to be somewhat driving. As a 

result, I have been advised to create a more collegial 

atmosphere that inspires and motivates people instead. 

How should I do this?

A A substantial body of psychological research suggests that 

employees tend to feel most satisfi ed and motivated when at least 

three conditions are met. They need to feel a sense of relatedness – that they are 

socially close to not only their colleagues, but also to you, their manager. Secondly, 

employees are more engaged when they have more autonomy and choice in how 

they go about their work. Finally, employees are more motivated when they feel that 

they are developing their skills and mastering appropriately challenging problems.

A good start to improving these conditions would be to spend time one-on-one 

with the members of your team fi nding out about their career ambitions, needs 

and current frustrations. What would they like to be doing in fi ve years’ time? What 

projects would they ideally like to work on? What do they feel gets in the way of 

them doing a better job? How could you as a manager be more fl exible so that they 

can enjoy their work more?

Of course, you must explain that you cannot offer them everything that they ask 

for. You must also make it clear that the business has ongoing requirements and that 

certain parts of their jobs are non-negotiable. However, if the members of your team 

feel that you are listening to them and genuinely trying to meet at least some of 

their individual needs, you will go a long way towards creating a more positive and 

motivating atmosphere within your team.

Tips for the top 
I recently read a quote on social media from a director of a small business who 

wrote that ‘career goals are for fools’ – that a better strategy is to have no direction, 

but to be responsive to whatever opportunities arise. However, decades of solid 

research show that individuals who set goals – in their academic studies, careers or 

personal lives – are signifi cantly more likely to achieve results than those who do not. 

After all, without a goal and direction, how can anyone know what 

action to start taking?

An element of fl exibility is important, of course. But 

if you have no goals, you will probably make little 

progress. In contrast, the people around you who are 

vigorously pursuing qualifi cations, seeking the right 

sorts of assignments and projects, and networking, 

will be grabbing the best opportunities. 

So what are your goals for the next year or six 

months – and what steps will you take now to start 

moving towards them?

Dr Rob’s talent clinic

Q I moved into a more senior 

managerial role nearly a 

year ago. The feedback on my 

performance has been positive 

overall. However, I was told that my 

yourself regularly is: what do you need 

at this precise moment in time?

If you are feeling overloaded over 

the course of a tough few weeks or 

months, then consider asking for 

more support. However, bear in 

mind that your line manager will 

perceive you more favourably if 

you have a plan and can show that 

you are still to some extent in 

control. Before approaching your 

manager, take time away from the 

offi ce – perhaps one evening or over 

a weekend – to review all of your tasks 

and projects. Which are the critical ones 

that add the most value to your team? 

Which other pieces of work could you 

potentially delay, downgrade or hand 

off to colleagues?

On the other hand, when your 

workload becomes more manageable, 

take the initiative to change your line 

manager’s mindset by asking for further 

assignments and projects. Don’t assume 

that your manager will automatically 

spot that you are ready. However, do 

not simply ask for more work – as more 

work does not always equate to work 

that will develop your skills and enhance 

your career prospects. Be strategic. 

Consider the criteria that are likely to 

make you promotable and look for 

specifi c projects that will allow you to 

develop the broader skills that will help 

you to achieve that next leap up the 

career ladder. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk
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From static
to dynamicto dynamic
How can you turn conventional, static 
planning into truly dynamic, competitive 
strategy? Tony Grundy looks at some 
companies that have achieved this

became more sophisticated, it still 
tended to look at the future through 
the extrapolation of past trends.

With each passing decade, the 

external business environment has 

become increasingly less stable and 

more prone to shifts and volatility. 

As a result, planning processes that 

Strategic planning was born in the 
1960s and 1970s when the rate of 
change and levels of uncertainty in 
competitive markets were low. At 
this stage the external emphasis 
was on macro factors, in particular 
‘PEST’: political, economic, social and 
technological. While planning later 
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say anything about how these variables 

might be interdependent; this type of 

traditional strategic planning is mainly 

static and not dynamic.

In order to make planning dynamic, 

management should draw up the 

variables, such as competitive edge, 

over time, as a curve. 

Prepaid funeral
One example of strategic breakthrough 

is the prepaid funeral. While this has 

been commonplace in the US for 30 

years, five years ago it was embryonic 

in the UK. I then encouraged a large 

funeral company to explore it as a 

breakthrough opportunity – to visualise 

what was possible. By 2017 it had had 

significant success with the new model, 

but others in the industry soon followed 

it. My funeral services client now had 

to master a new, competitive game to 

stay ahead. 

So, within dynamic competitive 

strategy you also need to embrace 

game theory, recognising that to win 

you can’t just make your own move but 

need to anticipate the moves of others, 

some of whom may not even be playing 

the game yet.  

Dynamic competitive strategy 

also needs to be highly inventive 

and creative. But a high proportion 

previously seemed workable now 

appear too rigid and are insufficient to 

guide strategic decision-making.

Also, in the early days, plans 

were seen as all-encompassing, 

comprehensive pictures of what was 

intended. As a result, these plans often 

dissipated strategic action, spreading 

resources and attention too widely. 

But the Japanese seemed to think 

differently, through their notion of 

hoshin or ‘breakthrough’ planning, in 

which attention was focused on a very 

small number of areas.

Companies practising the 

breakthrough philosophy often profited. 

For example, in the late 1990s, UK 

supermarket chain Tesco had successful 

breakthrough strategies with new store 

formats (out-of-town Tesco Extra, Tesco 

Metro on the high street and Tesco 

Express in inner cities), non-food lines 

and tesco.com. It was a very tightly 

targeted plan, in which the team 

explored the future through scenario 

storytelling. These strategies became 

the cornerstone of Tesco’s success 

from 2000 to 2010. These, like others 

elsewhere, had a strong element of 

external analysis and more emphasis 

on non-linear and dynamic change. 

Sometimes the aim was to go beyond 

just picking up obviously fast and 

disruptive change. Rather, it looked for 

‘weak signals’ such as emerging forms 

of competition that, although small and 

not immediately threatening, might 

come back to bite them.  

Anyone who has picked up a strategy 

book will tell you that on every eighth 

page there is typically a two-by-two 

or three-by-three matrix depicting 

variables. Such matrices enable you to 

position two or more areas (businesses, 

markets, etc) and compare these 

different positions. Although this is 

useful, what they don’t normally tell you 

about is movement, direction and the 

rate of change in a market. Nor do they 

of managers, and an even higher 

proportion of finance people, don’t see 

that as their role. To jolt senior people 

out of this creative slumber requires 

special measures. One way to go about 

it is to imagine that you are an alien 

who has just landed on Earth. Using 

this mindset has led to a number of 

strategic breakthroughs.

Breakthrough greats
One example of a recent, successful 

breakthrough strategy is Metro Bank, 

which launched in the UK just after 

the credit crunch. It was a classic 

disruptor, not so much competing with 

new technology, but offering superior 

service backed by a retail mindset. 

Not only does the bank have many 

features that contribute to its particular 

competitive mix, but these operate as 

a system, where the whole is greater 

than the sum of its parts. Each feature 

contributes to at least one other in its 

architecture of competitive advantage. 

While competitors might try to emulate 

one or two of these elements, the 

task of imitating all of them seems 

out of reach. 

However, businesses such as 

Metro cannot afford to rest on their 

laurels. With dynamic competitive 

strategy, once you’ve found the secret 

formula, it’s not sufficient simply to 

defend it. The dynamic continue to 

be just that. When the Roman Empire 

became satisfied with itself, the only 

movement was backwards. You can 

never afford to fall asleep at the 

strategic wheel. AB

Dr Tony Grundy is author of Dynamic 
Competitive Strategy – Turning 
Strategy Upside Down, Routledge

You need 
to embrace 

game theory, 
recognising you 
can’t just make 
your own move 

but anticipate the 
moves of others
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The power of ‘we’
To create a friction-free relationship, you need to think about how to build an empathy 
bridge to transform ‘us and them’ into ‘we’. Harry Mills explains how

Within minutes of meeting an adversary, 

Mandela could build trust, disarm and 

ultimately convince them to voluntarily 

surrender their power.

An empathy bridge consists of six 

types of behaviour, forming the acronym 

‘Soften’:

* Smile. Greet people with a warm, 

smile. A genuine one, where the 

mouth tips upwards and the eyes 

wrinkle, conveys warmth and your 

intention to engage.

* Open posture. Concentrate on an 

open posture (body facing towards 

the ‘adversary’, arms uncrossed, 

etc), as this communicates positivity 

and receptivity. A closed posture 

signals rejection.

* Fused identity commonalites. 
Finding shared goals, interests and 

experiences reduces and eliminates 

mistrust and friction.

* Touch. Be the first to hold out your 

hand in friendship. The humble 

handshake when delivered firmly 

and vigorously really helps a 

favourable first impression.

* Eye contact. Look your ‘adversary’ 

in the eye. This creates a brain-to-

brain link that pulls people together.

* Nod. To prove you are paying 

attention, nod and subtly mimic the 

mannerisms of the person you are 

influencing.

To build close relationships, we all need 

to follow Mandela’s lead. AB

Harry Mills is the author of Secret 
Sauce: How to Pack Your Messages 
with Persuasive Punch and the 

expert on persuasion for the Harvard 

ManageMentor programme

When we meet someone for the first 
time, the first question we consciously 
or subconsciously ask ourselves is, can 
I trust them? John Bargh, an expert 
on the unconscious mind, writes in 
his book Before You Know It: The 
unconscious reasons we do what 
we do: ‘Trust is the basis of all our 
close relationships in life, and when 
you come right down to it, our close 
relationships are the most important 
things in each of our lives.’ 

He points out that evolution has given 

our stone-age brain cues about who to 

trust and cooperate with. These cues are 

about whether people are similar to us. 

According to Bargh, in our tribal hunter-

gatherer days, we rarely met strangers, 

and when we did, more often than not 

they came as foes rather than friends. 

‘As a result, we cannot help but divide 

our social world into US and THEM, 

no matter that the dividing factors are 

things we have no control over, like our 

skin colour or place of origin.’

So given our propensity to 

unconsciously divide relationships into 

‘us and them’, how do we avoid ‘us and 

them’ standoffs occurring in the first 

place? And how can we turn an ‘us and 

them’ standoff into a friction-free ‘we’ 

relationship built on trust?

To begin with, we need to practise 

getting things into perspective – 

developing the ability to see the 

world through the eyes of another 

person. This perspective allows us to 

consider the needs of others, fosters 

cooperation, increases information-

sharing and makes us more productive 

at problem-solving. We become 

more effective at doing this when we 

shift our focus from our own selfish 

goals to those we share with the 

other party. When we stop looking at 

others as ‘them’ and instead picture 

them as individuals, opportunities to 

productively collaborate multiply.

In the Battle of Gettysburg during the 

American Civil War, the Confederate 

general Lewis Armistead was badly 

wounded while leading a charge. As he 

lay on the battlefield, he gave a secret 

Masonic sign in the hope it would be 

recognised by a fellow Mason. It was: 

a Union officer got him to a Union field 

hospital. In an instant, the ‘us and them’ 

of the Union and the Confederate sides 

were transformed into a Masonic ‘we’ 

that bonded two people.

The empathy bridge
For the last seven years my firm has 

been refining a tool called the empathy 

bridge, which shows influencers how 

to transform ‘us and them’ into ‘we’. It 

is modelled on how Nelson Mandela 

perfected a way to win over his most 

implacable opponents during his 18 

years’ imprisonment on Robben Island. 
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Built on sand?
The recent collapse of the British multinational construction company Carillion has 
added to the disquiet over the goodwill impairment rules. Adam Deller explains

Intangible assets have become 
increasingly relevant in modern 
business, raising many questions for 
preparers around the recognition, 
valuation and impairment calculations 
associated with them. Many large, 
technology-based entities have huge 
parts of their value tied up within 
intangible assets; if these assets are 
internally generated, they are generally 
prohibited from being recognised 
under IAS 38, Intangible Assets. 

Bizarrely, footballers also come 

under this category. If a club acquires 

a footballer, it acquires their playing 

registration. This can be capitalised 

and amortised over the life of the 

contract. However, if the footballer 

has come through the club’s youth 

system, they represent an asset that is 

internally generated, and no value can 

be placed on them. I have spent many 

an enjoyable hour in Liverpool telling 

students that Steven Gerrard was in fact 

worth nothing. 

One intangible that has generated 

significant discussion recently is 

goodwill. When we think of acquired 

goodwill, we simply think of it as the 

difference between the amount paid 

for an entity and the fair value of its net 

assets at acquisition. As the acquisition 

price of an entity will be based on that 

entity’s estimated future cashflows, the 

recognition of goodwill is effectively 

recognising that the group has paid 

for access to these cashflows, creating 

an asset for the business. All of this 

seems reasonable, but it does raise the 

question: when does a large goodwill 

balance simply represent overpaying for 

an entity as opposed to an actual asset?

This is where the impairment of 

goodwill is supposed to kick in. As 

IFRS 3, Business Combinations, prohibits 

the amortisation of goodwill, it is 

instead subject to an annual impairment 

review. Currently this impairment review 

is done by comparing the carrying 

amount of the entity to see if it has 

fallen below its recoverable amount.

Renewed focus
Goodwill is in the news following the 

liquidation of a number of high-profile 

entities. In January, Carillion, one of the 

UK government’s biggest contractors, 

filed for liquidation. At the date of its 

liquidation, the company had goodwill 

valued at £1.57bn on its statement of 

financial position. This was listed as the 

single biggest asset on the Carillion 

books, representing more than a third of 

the company’s total assets. This goodwill 

had initially been correctly calculated 

and had arisen from the acquisition of 

numerous entities over many years. 

The intangible assets note in the most 

recent Carillion financial statements 

shows the annual impairment review had 

been performed and there was deemed 

to be no impairment in goodwill. To 

many non-financial onlookers, this 

seems confusing. How can an insolvent 

entity have £1.57bn of goodwill, which 

has been largely unimpaired? 

The real answer, of course, is that it 

couldn’t. The goodwill should surely 

have been impaired over time. The 

problem is that if the directors had 

decided to write down the goodwill, 

it could have moved the entity further 

towards liquidation, so they pursued 

other avenues, such as acquiring further 
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Year 0
(CU)

Year 1
(CU)

Year 2
(CU)

Recoverable amount 730 695 680

Carrying amount of 
other net assets 525 510 500

Acquired goodwill 100 100 100

Total headroom 
(recoverable amount 
less net assets)

205 185 180

IASB’s headroom approach example

I have spent 
many an 

enjoyable hour in 
Liverpool telling 
students Steven 

Gerrard was 
worth nothing

contracts to boost potential cashfl ows, 

at the expense of short-term liquidity. 

In March, the International Accounting 

Standards Board (IASB) held its global 

preparers forum. Alongside the 

disclosure project and primary fi nancial 

statements project, goodwill and 

impairment came up for discussion.

It had been on the board’s workplan 

for some time, but issues such as the 

Carillion collapse pushed goodwill 

to the forefront of discussions once 

again. The IASB knows from feedback 

that entities delay recognition of 

impairments in goodwill. It has 

tentatively decided not to reintroduce 

the amortisation of goodwill and is 

looking at improving the impairment-

testing model for goodwill instead. 

The major concerns around goodwill 

impairment are that the entity-specifi c 

nature of a value-in-use calculation 

gives scope for management optimism, 

allowing the recognition of any 

impairment to be avoided. In addition, 

there is potentially a ‘shielding’ effect 

from internally generated goodwill. 

To combat this effect, the IASB has 

proposed taking a headroom approach. 

Instead of comparing the recoverable 

amount of a unit with its carrying 

amount at the current date, the 

headroom model takes a two-period 

approach. The total headroom of 

a unit at the current date will be 

compared with total headroom at the 

previous period. If that total headroom 

decreases, there is a rebuttable 

presumption of an impairment of 

acquired goodwill of the difference.

Headroom example
The IASB has produced the following 

headroom example. Company X tests 

the impairment of a cash-generating 

unit annually. There is no change in the 

level of business activity, and monetary 

amounts are denominated in currency 

units (CUs). The recoverable amount 

and the carrying amount of the unit over 

three years can be seen in the table on 

this page.

Under the current impairment rules, 

there is no impairment at any date, 

as the recoverable amount of the unit 

exceeds the carrying amount, despite 

the decline in recoverable amount. 

The headroom approach considers 

the movement in total headroom in 

each period. This total headroom is 

calculated as the difference between 

the recoverable amount of an entity and 

its net assets. Of this total headroom, 

only the CU100 goodwill in the example 

is recognised. Although unrecognised in 

the fi nancial statements, the remainder 

is still used to assess whether the 

goodwill requires impairment.

Using the measure of total headroom, 

a decline can be seen in the overall 
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* Approach C – allow indefinite-lived 

intangible assets to be included 

within goodwill. This is the easiest 

course of action, and the accounting 

is already similar, as both types 

of asset are subject to annual 

impairment reviews rather than 

amortisation. However, this may not 

provide useful information if any 

of the intangible assets generate 

independent cashflows, such as 

licensing income.

* Approach D – segregating 

intangible assets into wasting 

assets and organically replaced 

assets. The IASB believes that many 

people use this distinction and has 

supplied the following definition: 

wasting intangible assets are those 

separable from the entity, have finite 

useful lives and lead to identifiable 

revenue streams, such as wireless 

spectrum and patents; organically 

replaced intangible assets are 

those that are difficult to distinguish 

from the entity as a whole, such as 

customer lists and brands, and are 

replenished through the marketing 

and promotional expenditure of the 

company. Only wasting intangible 

assets would be recognised 

separately and would be amortised, 

with the organically replaced 

intangible assets subsumed within 

the goodwill figure.

The accounting for intangibles and 

impairment remains under scrutiny by 

many commentators and is likely to 

remain highly relevant in the future as 

technology plays an ever increasing 

part in the success of many entities. 

The proposals from the IASB are 

likely to lead to increases in goodwill 

impairment, but it remains to be seen 

whether they go far enough to convince 

the sceptics. AB

Adam Deller is a financial reporting 

specialist and lecturer

headroom each year: 20 in year 1 

and a further 5 in year 2. Applying 

this approach to impairment would 

give an impairment of 20 in year 1 

(taking goodwill to 80), and a further 

impairment of 5 in year 2 (taking 

goodwill to 75).

If adopted, this approach is likely to 

lead to earlier recording of goodwill 

impairments than is current practice. 

The board also hopes it will discourage 

management from making over-

optimistic projections of cashflows 

because any difficulty in maintaining 

the over-optimism year on year would 

affect the total headroom and result in 

impairments to goodwill. It is important 

to note that this method would require 

precise measurement of the recoverable 

amount each year, so costs are likely 

to be higher than under the current 

impairment model.

Recognition at acquisition
In addition to looking at impairment, the 

IASB is considering possible alternative 

treatments for the separate recognition 

of identifiable intangible assets acquired 

in a business combination.

There are four approaches currently 

under discussion:

* Approach A – retain current IFRS 3 

requirements. Currently identifiable 

intangible assets must be 

recognised separately from goodwill 

at their fair value. The main criticism 

of this approach is that separate 

recognition of acquired intangibles 

is of limited value unless there is a 

market for the intangibles.

* Approach B – require disclosures 

similar to those under IFRS 13, Fair 
Value Measurement. Under this 

approach, the separate recognition 

of intangibles at fair value would 

continue, but with expanded 

disclosures to include information 

on the valuation techniques and 

inputs used.
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No derecognition
A draft agreement on how the UK 

will exit the European Union would 

preserve any existing mutual 

recognition of accounting and 

auditing qualifi cations by the EU 

and Brexit Britain. A proposed 

deal, released by the European 

Commission, says that EU and British 

accountants living abroad in the EU 

and the UK would retain ‘the right to 

pursue the profession under the same 

conditions as its nationals’ if they had already 

secured such recognition under existing EU laws on mutually 

recognised qualifi cations. This includes accountants applying for mutual recognition 

before the end of a transitional period, from 29 March 2019 until 31 December 2020.

International

Credit risk in banking
The Basel Committee on Banking 

Supervision is seeking views on new 

disclosure requirements for banks 

on credit risk (including prudential 

treatment of assets), operational risk, 

leverage ratios and credit valuation 

adjustments. The goal is to benchmark 

banks’ risk-weighted assets under 

standardised approaches. 

Energy taxes too low
An Organisation for Economic Co-

operation and Development report has 

stressed that energy taxes do not refl ect 

the contribution of polluting industries 

to climate change. Taxing Energy Use 
2018 says 81% of carbon emissions from 

non-road sectors remain untaxed, even 

though non-road accounts for 95% of 

energy use-based pollution. 

Africa

Budget hikes taxes 
The new South African government 

is to raise VAT from 14% to 15% from 

1 April 2018, and introduce a 25% tax 

band on the value of estates over R30m 

(US$2.5m) from March. Donations 

tax will also rise from 20% to 25% for 

payments exceeding R30m, and duty on 

alcohol will rise from 6% to 10%. 

Accounting penalties
Ivory Coast has followed the 

Organisation for the Harmonisation 

of Business Law in Africa model for 

penalties for contravening business 

legislation, including accounting law and 

incidents. Attacks that lead to material 

losses must be reported formally and 

fully through SEC forms so investors 

have a clear picture of a company’s 

cybercrime vulnerability. The detailed 

advice also lays down how to disclose 

cybersecurity policies and procedures. 

Australia

Standards adjusted
The Australian Accounting Standards 

Board has amended Australian 

Accounting Standards effective for 

annual periods beginning 1 January 

2019. The changes cover the 

accounting for previously held interests 

in a joint operation, the income tax 

consequences of payments on equity-

classed instruments, and capitalisation-

eligible borrowing costs. AB

Compiled by Keith Nuthall, journalist

fi nancial reporting, general commercial 

law and simplifi ed debt recovery. Fines 

range up to XOF5m (US$9,300) and 

prison terms up to three years.

European Union

VAT buddy move
Norway and the EU are to cooperate 

on collecting VAT, preventing VAT fraud 

and recovering VAT claims. Norway will 

use similar electronic platforms and 

e-forms to those used in existing VAT 

collaboration between EU states. It is 

the EU’s fi rst such agreement. 

US

Cybersecurity advice
The Securities and Exchange 

Commission (SEC) has issued guidance 

on how US public companies should 

disclose cybersecurity risks and 

Technical update
A monthly update of the latest developments in fi nancial reporting, taxation and 
legislation from the European Union, the OECD and elsewhere
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Face lift
As the IASB consults on the presentation of primary fi nancial statements, 
Muzaffar Nazirov FCCA gives his view of the problems and how to resolve them

from management estimates and 

those subject to the interpretation or 

judgment of users. The statement would 

be presented with a columnar analysis 

of occurred transactions (such as 

dividends received and staff costs paid), 

accruals (contract-based transactions 

that have not yet occurred) and 

estimates (non-contractual transactions, 

such as fair value gain on investment 

properties), and a total. This would have 

signifi cant benefi ts. For example:

* Realised values would be separated 

from disclosures that require 

judgments or interpretation, or 

which are estimates. 

* Investors could assess corporate 

performance on the basis of cash 

profits (actual transactions).

* Investors could understand the main 

source of net profit.

* It would highlight the significance of 

estimates in the income statement, 

and prompt the reader to check the 

‘critical judgments’ section of the 

financial statements. 

* It would highlight estimates that 

are more susceptible to fraud 

Over the years, the requirements of 
IFRS Standards have been growing to 
meet the demands of users of fi nancial 
statements (investors, regulators, 
media, etc). Financial statements that 
used to run to 15 or 20 pages in 2001 
now typically contain over 50. Research 
from EY indicates that fi nancial 
statements have grown in length by 
25% in the last fi ve years alone.

IFRS 7, Financial Instruments: 
Disclosures, was responsible for some 

of the greater volume of disclosures, 

but IFRS 9, Financial Instruments, and 

IFRS 15, Revenue from Contracts with 
Customers, which are applicable for 

periods from 1 January 2018, are going 

to add to the heft; and new standards 

IFRS 16, Leases, and IFRS 17, Insurance 
Contracts, are also in the queue.

Not only are fi nancial statements 

getting bigger, they are also getting 

more complicated, with more detailed 

information. For example, if users of 

fi nancial statements are to understand 

the extra disclosures required by IFRS 9, 

they will need to have above-average 

knowledge of fi nancial topics.

While more disclosures are useful, it 

could be argued that:

* They may distract the reader of 

financial statements, causing them 

to lose focus and come to incorrect 

conclusions. For example, an 

investor with modest knowledge 

who concentrates only on the 

income statement may expect 

dividends; however, net income 

might be sourced mainly from 

estimates (such as fair values of 

investments) and therefore no 

dividends should be expected.

* With so many disclosures users 

won’t read them all.

* Some of the disclosures, such as 

those on estimates and sensitivities, 

are complex.

* Readers with modest knowledge 

may concentrate on primary 

statements only, and mainly on the 

income statement.

Split up
What is the solution? In my view, the 

income statement needs to be split 

to clearly separate actual transactions 

The income 
statement 

needs to be 
split to clearly 

separate actual 
transactions from 

all the others
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Income statement

Occurred 
transactions

Not subject 
to judgment, 

interpretation or 
changes over the 

period

Value may change 
over the period, 
but not subject 
to judgment or 
interpretation

Value is subject to 
interpretation and 

judgment

Other transactions

EstimatesAccruals

It’s all in the presentation

Watch technical specialist Adam 
Deller’s video about the IASB’s project 
on financial statement presentation, 
at bit.ly/AB-fs-pres

and US$200,000 as settlement for work 

performed to date:

* Cash basis accounting would record 

a revenue of US$500,000.

* My suggested presentation of 

income would include revenue of 

US$200,000 recorded as completed 

transactions, and the rest as 

deferred income. 

These are just some things for the 

standard-setter to consider as it 

continues looking at improvements to 

the structure and content of primary 

financial statements. AB

Muzaffar Nazirov FCCA, manager, 

budgeting and MIS, financial control 

department, Qatar First Bank

Realised values split from accruals and estimates

and assumptions that may not be 

realistic in the reader’s judgment.

* Readers could apply their own 

estimates to recalculate the 

expected profits.

My proposal isn’t without its flaws. It 

would require the company to obtain 

more information, which could be 

costly and time-consuming. It could 

also be viewed as a replication of the 

cashflow statement (even though it is 

not). For example, where a construction 

company receives US$500,000 cash, 

consisting of US$300,000 as prepayment 
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Anderson’s top three investor myths 
‘The difference between book and market value is a worry’
Anderson’s hackles rise. ‘As a professional accountant or a standard-setter, please 

don’t think it’s your role to put a value on a business. Are we going to put culture on 

the balance sheet? Would that help anyone? No, it would not,’ he says. That doesn’t 

mean that investors ignore such intangibles; it just means the profession needn’t 

worry about them.

‘No one reads the annual report’
Investors pull data from a wide range of sources, but the annual report remains the 

bedrock for many. ‘Without the annual report, I would have been completely lost,’ 

Anderson says. ‘I can think of endless examples where the accounts have saved me 

from losing lots of money or helped me to make plenty of money.’

‘Adjusted fi nancials matter more than GAAP numbers’
Understanding underlying performance is important; it is the underlying performance 

and not one-offs that investors forecast. Adjusted fi nancials have their place, but for 

investors to have confi dence in the adjustments made, they need to be reconciled 

back to GAAP. ‘People want a rich reconciliation between GAAP and adjusted 

numbers,’ says Anderson. ‘They want to be able to say they accept that adjustment 

because it is a one-off or they don’t accept that adjustment because stock option 

expense is a cost.’

From investor to setter
Why would a highly successful portfolio manager quit his job to become a standard-
setter at the International Accounting Standards Board? Nick Anderson explains

and what doesn’t’ that he hopes to 

bring to his new role at the IASB. 

Of course, investment engagement 

is far from new to the IASB. The IFRS 

Foundation undertakes a wide range of 

investor-focused activities, including its 

highly successful Investors in Financial 

Reporting programme and regular 

contact between board members 

and investors around the world. But 

Anderson believes much more can 

be done to make the board – and the 

accounting profession as a whole – 

more customer-focused.

‘I am sure that lots of accountants do 

understand the work of investors, but 

there are plenty that don’t,’ he says.

Misconceptions abound. ‘Sometimes 

you get the impression that people 

think investors just work through a 

set of accounts – that this is all that 

happens; or that they depend on price-

to-earnings or price-to-book ratios. In 

reality, the investment process is much 

more complex and full of judgments.’ 

Anderson wants to correct such 

mistaken beliefs – to help accountants 

put themselves in the shoes of investors. 

Nick Anderson’s change of job certainly 
came as a surprise to his colleagues 
at asset management company Janus 
Henderson. They had never heard of an 
equity portfolio manager becoming a 
standard-setter. ‘They knew that I had 
this rather weird interest in reporting, 
but they were still shocked,’ Anderson 
recalls. And yet, to an outside observer, 
the appointment of Anderson to the 
International Accounting Standards 
Board (IASB) was an obvious choice, 
with his CV tailor-made for the role.

Anderson comes from a generation of 

investors with a keen appreciation of the 

advantages of international accounting 

standards. He started his career as a 

European equity specialist in the mid-

1980s. ‘There wasn’t a great deal of 

corporate governance around,’ he says. 

‘Reporting was variable, with lots of 

different national GAAPs.’ 

All that changed in 2002. The 

introduction of IFRS Standards 

‘transformed that world’. It was the 

biggest single improvement in reporting 

that Anderson witnessed in the 30 years 

of his career. 

In the years that followed, Anderson 

actively participated in many reporting 

debates. A founding member of the 

Corporate Reporting Users’ Forum 

(CRUF), and a part-time member of the 

UK’s Accounting Standards Board, he 

realised that his perspective as a user of 

accounts could add signifi cant value to 

the standard-setting process. And it is 

this hands-on experience of ‘what works 

‘I am sure 
that lots of 

accountants do 
understand the 

work of investors, 
but there are 

plenty that don’t’ 
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It is an ambition not without its own 

difficulties. ‘I don’t have a monopoly on 

investor views,’ he says. ‘The challenge to 

me is to keep synthesising views rather 

than replay my own personal beliefs.’

Investor engagement aside, what of 

the specific projects on the IASB’s table? 

While he is keen to discuss what is on 

the board’s front-burner, it is perhaps 

not surprising that this former investor 

is particularly attracted by the potential 

offered by the primary financial 

statements work – more subtotals in 

the profit and loss statement, as well 

as some improvements to the cashflow 

statement, would, he believes, be very 

welcome for investors.

Perhaps more intriguing, however, 

is Anderson’s strong interest in the 

recently released insurance contracts 

standard, IFRS 17. In his investment 

days, Anderson avoided the sector. 

‘As a global generalist, it wasn’t worth 

investing the time to learn the insurance 

accounting in every jurisdiction,’ he says. 

Just as the adoption of IFRS Standards 

by the EU transformed his day job as a 

European equity specialist, Anderson 

believes that IFRS 17 promises a similar 

revolution for investors in the insurance 

sector. ‘It’s like first-time adoption of 

IFRS all over again. Talking to investors 

about the benefits that IFRS 17 could 

bring is really incredible,’ he says.

And that sums up what motivates 

Anderson. Quite simply, he wants to 

make a difference. And accounting has 

the potential to do just that. ‘I believe 

very strongly that accounting has a 

big role to play in allocating scarce 

resources and holding management to 

account,’ he says. If that’s not making a 

difference, what is? AB

Alison Thomas, consultant
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Jargon buster

John Kattar explores the mysteries of 
the investment world in a video series 
at bit.ly/ACCA-playlist

C
PD

Back to basics
In the latest in our series ‘all you need to know but were too afraid to ask’, John Kattar 
dispels some of the myths surrounding the investor community

Investment professionals come in for 
bit of stick, but this might be due to a 
lack of understanding of some areas. 

As a life-long investor myself, I’m 

going to try to set the record straight. 

Here is some clarification on a few of 

the fundamentals.

* Myth 1: All investors are equal. The 

term ‘investor’ is used as a catch-

all for anyone who puts money 

to work. However, they are not a 

homogenous group – far from it. 

The term ‘investor’ covers a wide 

spectrum of activity, from those 

who try to outperform an index 

(active managers) to those who 

invest in line with particular stock 

indices (the passive crowd); from 

those who create algorithms to 

identify stocks that share particular 

characteristics (the algos) to those 

who devour annual reports, industry 

reviews, macro data – anything 

that will allow them to predict with 

some degree of confidence the 

future performance of an entity (the 

fundamentals bunch).

* Myth 2: Investors are only 
interested in making money. This 

is only partly true. Most investors 

are certainly primarily interested 

in making money, but there is an 

increasingly significant group that 

has other goals, such as those 

who invest in companies that are 

environmentally or socially aware. 

But even those not within that 

tranche serve a valuable purpose: 

through price discovery, investors 

are a key link in allocating capital 

to the most promising companies 

in the economy. Stock prices 

are important signals that affect 

everything a company does, from 

raising capital to attracting talent.

* Myth 3: Short-selling is evil. 
Shorting is the practice of borrowing 

and then selling a stock in the hope 

that it can be bought back again at 

a lower price. Many people think 

it leads to higher volatility and 

crashing prices, so much so that 

it was partially and temporarily 

banned in the US and UK during the 

last financial crisis. However, most 

studies concluded that bans only 

made matters worse, by restricting 

liquidity and price discovery. There 

is little difference between short and 

traditional sellers. Indeed, shorts 

probably reduce market volatility 

because they tend to be contrarians 

who buy at the bottom and sell into 

stock market bubbles.

* Myth 4: Markets are not efficient. 
The efficient market hypothesis 

has been heavily criticised recently, 

mainly by those who think there is 

little rhyme or reason in markets. 

But the hypothesis does not say 

that markets are fair, merely that 

they are really good at absorbing 

information. This means that the 

better the information provided by 

management and the accounting 

community, the more that prices 

will reflect the underlying reality of 

the situation.

* Myth 5: Active investors always 
underperform. Well, sort of. Nobel 

laureate William Sharpe provided 

a simple rationale for this when 

he said that active investors in 

the aggregate cannot outperform 

the market because they are the 

market. However, what is true in the 

aggregate is not necessarily true in 

the particular. The evidence is mixed 

for whether an individual investor – 

even one operating in less well-

researched areas such as small cap 

– can consistently beat the market. 

* Myth 6: High-frequency trading is a 
bad thing. High-frequency trading 

is investing for very short holding 

periods, measured in seconds or 

minutes, and often without human 

intervention. As with short-selling, 

critics claim it restricts liquidity and 

price discovery; they also say it 

provides an unfair advantage. But 

I say that by itself high-frequency 

trading merely speeds up price 

discovery and enhances liquidity, 

which theoretically helps all market 

participants. The problem is that 

Using accounts 
is not the same 
as being able to 

create a set of 
financials. I drive 

a car; I cannot 
build an engine
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far from being technical experts. 

In our defence, I would argue that 

we shouldn’t have to be as familiar 

with the minutiae of accounting as 

a professional. Being able to use 

accounts is not the same as being 

able to create a set of financials. I 

drive a car; I cannot build an engine. 

* Myth 8: Investors don’t read annual 
reports. Investors are bombarded 

with information. For many, 

the release of 

the annual 

some exchanges have rules that 

benefit high-frequency trading at 

the expense of everyone else. This 

undermines investor confidence in 

markets, which is very bad.

* Myth 7: Investors know about 
accounting. There are investors who 

are trained accountants, but they 

are in the minority. The rest of us are 

at best gifted amateurs, trained to 

strip down balance sheets 

and build up income 

statements, but 

report is not as big a milestone in 

the financial calendar as it once 

was. That doesn’t mean that we 

don’t value both audited financial 

statements and narrative reports. 

Both are key to making informed 

decisions about a company’s value, 

and hence its stock price. It is 

true that many investors use data 

intermediaries (such as FactSet and 

Capital IQ) to access companies’ 

financial data. They provide a one-

stop shop for accessing corporate 

data and normalise financials to 

make them easier to compare. 

But there is a limit to the amount 

of insight that can be gleaned. To 

really get behind the numbers, 

you need to go to the source: the 

annual report. AB

John Kattar is a 

professional 

investor

More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd
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Walking the talk
One post-graduate course is getting students to live its lessons in real life, 
teaching accountability and the importance of a holistic approach to business

For students at McGill 
University’s Desautels 
Faculty of Management, 
learning about investment 
is a serious business. Twice 
a week, the investment 
team of Desautels Capital 
Management meet to 
review the performance 
of its three funds, analyse 
market conditions and 
discuss potential new 
investments.

By most standards, the 

investment management 

firm is small, managing 

US$4m in assets, but it 

has the distinction of 

being run entirely by 72 

selected students from 

the Honours in Investment 

Management and the 

Masters of Management in 

Finance (MMF) programmes 

at McGill University in 

Montreal, Canada.

Set up in 2009, Desautels 

Capital Management 

operates from a state-of-

the-art trading room on the 

university campus, offering 

students the opportunity to 

gain practical experience 

using sophisticated 

analytical tools, while also 

introducing them to various 

aspects of running an asset 

management firm.

While business schools 

often ‘have a system 

where students give 

recommendations to manage 

a pool of money, usually part 

of an endowment fund, the 

Desautels model is different’, 

explains Desautels’ dean, 

Isabelle Bajeux-Besnainou: 

‘This is a registered 

investment company, 

with real money given by 

investors – usually alumni, 

but not always. As such, the 

experience is very different 

because the students will 

see all of the aspects of the 

investment company. It’s not 

only about the 

stock-picking, 

but also about 

all of the back 

office and being 

accountable to 

the clients.’

Desautels 

Faculty of 

Management 

has been 

consistently 

ranked one 

of the world’s 

top international business 

schools, based on its 

rigorous curriculum and the 

innovative programmes on 

offer, but Bajeux-Besnainou 

believes that what really 

sets the school apart is 

its focus on integrated 

management, which is still 

unusual in business schools, 

as most teach business 

administration from the 

perspective of specialisation 

and disciplinary learning.

Bird’s eye view
Celebrating its 10th 

anniversary this year, the 

Marcel Desautels Institute 

for Integrated Management’s 

(a research centre within 

the faculty) mandate is 

to develop an integrated 

approach to teaching 

management that breaks 

down disciplinary barriers 

and encourages more 

holistic thinking, which 

allows students to embrace 

problems from multiple 

perspectives.

‘Traditionally, business 

management has been 

about teaching a set of skills 

– accounting, finance, human 

resources, marketing and so 

on,’ says Bajeux-Besnainou. 

‘But nothing in business now 

is siloed, and we believe it’s 

important to start learning 

different sets of tools at 

the same time in the same 

course because those are the 

kinds of skills you will need 

in the real business world 

today.

‘It’s no longer about 

understanding what the HR 

or finance director do; it’s 

about understanding how 

they view a problem. With 

that understanding, you 

are then able to address 

problems from multiple 

perspectives,’ she adds.

In breaking down the 

‘thinking silo’, the school 

is driving cross-disciplinary 

teaching, as well as 

encouraging integrated 

research and outreach 

initiatives, while also 

emphasising collaborative 

problem-solving.

Bajeux-Besnainou believes 

that to prepare students 

for the current digital and 

data-rich world, the school 

needs to keep on its toes 

and adapt its curriculum. 

For example, in 2016, it 

launched a business analytics 

concentration to teach 

MBA students how to apply 

data analytics techniques 

and tools to drive business 

performance, transforming 

data into a strategic asset 

that can be leveraged to 

make better managerial 

decisions. ‘You are not going 

to become a data scientist, 

but you will be able to gain a 

useful understanding of the 

MBA students 
learn how to apply 

data analytics 
techniques 

and tools to 
drive business 

performance
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strategic use of analytics. It’s 

really about the translation 

into business,’ she says, 

adding that the course has 

been very popular with 

students and that this skill 

has become in high demand 

in the jobs market.

Student attitudes
With 576 students applying 

for the 42 places in the 

MMF, the Desautels Faculty 

of Management is highly 

selective. While grades are 

obviously important, so is the 

prospective student’s overall 

attitude. It’s obvious what 

the professor is expected to 

bring to the classroom, but 

the Faculty also wants the 

student to bring something 

to the table and to share 

their experience. 

The school looks for 

diversity while ‘crafting’ 

a class to make the 

experience more 

valuable to its 

students. With a lot 

of collaborative 

work happening 

on group 

projects, it’s really important 

to the school that it has an 

international mix. The current 

MMF cohort is strong on 

cultural diversity, with 16 

females and 26 males hailing 

from 11 countries, including 

China, India, Indonesia and 

Vietnam, and with a variety 

of academic backgrounds, 

including those who studied 

accounting and business, as 

well as law and medicine.

As Bajeux-Besnainou says: 

‘Their perspective is not just 

about their different areas of 

business depending on their 

previous jobs, but they are 

also bringing their different 

cultural backgrounds to 

the classroom, which is 

extremely important in the 

learning experience.’ AB

Sonia Kolesnikov-Jessop, 

journalist
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More information

Find out about this opportunity for ACCA members, and 
the July 2018 sessions, at accaglobal.com/msc

The MSc in professional accountancy offers ACCA 
members 40 units of CPD for one year.

Global studies
The University of London’s MSc in professional accountancy, developed in 
partnership with ACCA, offers students a truly international outlook

Applications are now 
open for the University 
of London’s (UoL) MSc in 
professional accountancy.
The course offered by 
UoL, in partnership with 
ACCA, is designed to 
complement the ACCA 
Qualifi cation and help 
students develop the 
commercial, strategic 
and creative skills and 
global perspective 
needed to succeed 
in today’s fast-paced, 
interconnected world. 

Shagufa Jamaldeen FCCA, 

an ACCA member for over 

20 years, completed the 

course with distinction in 

under six months. ‘If you 

are looking to pursue a 

master’s programme with 

a global perspective that 

is relevant to accounting 

and fi nance professionals, 

and awarded by a well-

recognised university, then 

this is the programme to 

pursue,’ she says.

New frameworks
UoL recognises ACCA 

exams as counting towards 

the course, so a qualifi ed 

ACCA member only has to 

complete one module and 

one project 

to achieve 

the MSc in 

professional 

accountancy. 

The module 

Global Issues 

for the Finance 

Professional 

is designed 

to give 

students an 

understanding 

of the new 

frameworks of fi nance, and 

is immediately applicable to 

the working environment. 

Meanwhile, the Strategic 

Financial Project module 

teaches business research 

skills and how to apply 

them to a simulated, real-

world accounting and/or 

fi nance challenge. 

Jamaldeen says that 

the programme was well 

developed and highly 

relevant, adding that ‘it 

focuses on current topics 

to ensure that accountants 

get a global perspective, 

and addresses global issues 

that fi nance professionals 

are facing in the workplace. 

As a result of pursuing this 

degree, I am able to look 

at these workplace issues 

from a global, “macro” point 

of view.’

Make it count 
The MSc in professional 

accountancy also contributes 

to members’ annual CPD 

requirement, with one hour 

of learning equivalent to 

one CPD unit. In total, the 

whole MSc course offers 40 

units of CPD for one year. 

Members can also carry 

forward 21 verifi able units to 

the next year. AB

A qualified ACCA 
member only 

has to complete 
one module and 

one project to 
achieve the MSc 

in professional 
accountancy
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Nigeria and Dangote share ideas
Led by ACCA chief executive Helen Brand, the ACCA Nigeria 
team paid a courtesy visit in February to Alhaji Aliko Dangote, 

the chairman of Dangote Industries and ranked as Africa’s 

richest man by Forbes magazine, to share ideas and insights. 

Pictured here on the visit are (left to right): Ronke Adebule, 

business development manager, Lagos and West, ACCA 
Nigeria; Taiwo Oyedele FCCA, partner and head of tax 

West Africa, PwC; Alhaji Aliko Dangote, chairman, CEO and 

president, Dangote Industries; Helen Brand; Thomas Isibor, 

head of ACCA Nigeria; and Jamil Ampomah, ACCA’s director 

sub-Saharan Africa.

Finessing public finance
The reform of public financial management to deliver growth and sustainable 
development goals was the key theme of the recent ESAAG conference in Uganda

Uganda

ESAAG conference 
Uganda hosted the 25th 

East and Southern African 

Association of Accountants-

General (ESAAG) conference 

at the lakeside town of 

Entebbe from Monday 26 

February to Friday 2 March.

The conference, which 

was co-sponsored by ACCA, 

attracted more than 1,000 

delegates from the 14 

ESAAG member countries, 

including Botswana, Kenya, 

Lesotho, Malawi, Mauritius, 

Mozambique, Namibia, 

South Africa, Swaziland, 

Tanzania, Uganda, Zambia 

and Zimbabwe.

Taking for its theme, ‘Public 

Financial Management 

Reforms: an Engine for 

Sustainable Development 

Goals and Economic 

Growth’, the conference 

offered a platform for public 

financial management (PFM) 

professionals from different 

countries and organisations 

to share their experiences in 

implementing PFM reforms. 

Among the conference 

delegates were accountants-

general, members of 

parliament, permanent 

secretaries, heads of 

institutions, development 

partners, senior government 

officials, members of civil 

society and PFM experts. 

Topics discussed at the 

conference included the 

evolution of PFM reforms 

and their importance. The 

session on automated 

PFM systems covered PFM 

reforms as a foundation for 

progressing infrastructure 

development and economic 

growth, optimising the 

seamless integration of PFM 

systems (such as budgeting, 

payroll, accounting, 

pensions, debt and revenue 

collection), and 

the leveraging 

of technology 

to improve 

service delivery.

A session on 

oversight and 

governance 

discussed 

robust 

governance 

frameworks 

to ensure 

sustainability 

and empowering public 

entities through good 

governance. 

Other discussions 

covered public-private 

partnership financing.

Speaking at the 

conference, ACCA Council 

member Japheth Katto 

FCCA highlighted ACCA’s 

work in the public sector:

* sector-specific 

qualifications such 

as Cert IPSAS and 

the Advanced 

Diploma in Public 

Finance Management

* some 64,000 ACCA 

members and students 

working in the public 

sector across the globe

* research and insights 

resources dedicated 

to the sector – for 

example, the recent 

study highlighting the 50 

drivers of change in the 

public sector 

* regular ACCA 

global public sector 

conferences such as the 

one held in South Africa 

in 2017 and Singapore 

in March 2018

* ACCA’s Global Forum for 

the Public Sector, chaired 

by Stephen Emasu FCCA 

from Uganda. AB

The conference 
offered a platform 

for professionals 
to share their 

experiences in 
implementing 

PFM reforms

64 Accounting and Business April 2018

AFR_A_News.indd   64 14/03/2018   13:50



Diary date
ACCA’S Annual General Meeting this year will be held on 

15 November, in accordance with bye-law 44(a).

Elections to Council
Nominations are now invited for any ACCA members wishing to stand for 
election to Council at the 2018 Annual General Meeting

Council is the governing 
body of ACCA and so has a 
pivotal role in ACCA affairs. 
Its remit includes:

* ensuring that ACCA 

operates in the public 

interest and delivers the 

objectives stated in its 

Royal Charter

* setting the overall 

direction of ACCA 

through regular approval 

of ACCA strategy

* ensuring that governance 

structures are aligned 

to the effective delivery 

of the strategy

* engaging with ACCA 

members to explain and 

promote ACCA’s strategic 

direction

* acting on behalf of all 

members and of future 

generations of members 

(today’s students)

* providing an objective 

environment for the 

executive team to 

explore new ideas and 

challenges.

Council and the executive 

team collaborate to devise 

ACCA’s strategy, which is 

then approved by Council. 

Delivery of the strategy is the 

responsibility of the executive 

team, with governance 

of the process and 

performance management 

provided by Council.

Whatever their 

geographical or sectoral 

bases, Council members 

do not represent particular 

geographies or functions. 

They are elected by the 

membership as a whole. 

Candidates in the Council 

elections come from all parts 

of the world, from every 

sector of the profession, and 

represent a wide range of 

senior positions. Long-term 

or technical experience is 

valuable, but so is a proven 

ability to actively participate 

in strategic decision-making.

Council-level experience 

is not necessary, but an 

understanding of good 

governance is essential, and 

personal and professional 

integrity must be of the 

highest standard. Experience 

has shown that those 

candidates with a previous 

record of engagement in 

ACCA activities tend to stand 

a greater chance of election. 

ACCA expects members to 

bring the following skills and 

attributes to Council:

* an ability to take a 

strategic and analytical 

approach to issues and to 

see ‘the big picture’

* an understanding of 

the business and the 

marketplace

* communication and 

networking skills

* an ability to interact with 

peers and respect the 

views of others

* decision-making abilities

* an ability to act in an 

ambassadorial role 

in many different 

environments

* planning and time 

management

* a willingness to learn and 

develop.

Anyone wishing to stand must 

be nominated by at least 

10 other members in good 

standing. Candidates should 

supply a head-and-shoulders 

photograph and an election 

statement of up to 500 

words. Candidates are also 

required to sign declarations 

of their willingness to comply 

with, and be bound by, the 

code of practice for Council 

members. Candidates will 

again have the opportunity 

to produce a short video 

in support of their election 

statements. The videos will 

be posted on a dedicated 

section of the ACCA website, 

together with the written 

statements and photographs.

Further information on 

Council service and the 

election process are available 

at bit.ly/ACCA-Elections, 

or you can request more 

information or submit queries 

via email, to secretariat@

accaglobal.com quoting 

‘Council elections’ in the 

subject box.

 The closing date for 

submission of nominations 

is 15 August, in accordance 

with bye-law 16. AB 
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More information

For details of the November event and how to register for 
your place, visit the website wcoa2018.sydney
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interest and contributing 
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* Building confidence in 

financial advice

* Embracing disruptive 

technologies

* Integrated reporting and 

transparency

* Safeguarding the future 

of the accounting 

profession

* Addressing the 

challenges of leadership

* Ethics and integrity – the 

core of the profession
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Michael Woodford, former CEO of Olympus, speaks to 
the media in 2012 after exposing fraud at the company.                                

Speaking up
High-profi le whistleblowers will be among the speakers at this 
year’s World Congress of Accountants, sponsored by ACCA

Two high-profi le 
whistleblowers are in the 
line-up of speakers at the 
2018 World Congress of 
Accountants in November. 

Michael Woodford, the 

British former Olympus CEO 

who exposed a £1bn fraud 

at the Japanese camera 

manufacturer, and Sylvain 

Mansotte, the whistleblower 

who uncovered A$20.7m 

fraud by a senior manager 

at Leighton Contractors in 

Australia, are among the 

keynote speakers at the 

event, taking place in Sydney, 

Australia on 5–8 November.

Their presentations will tie 

in with the WCOA’s theme, 

Global Challenges/Global 

Leaders, which addresses 

how signifi cant social, 

political and technological 

changes call for decisive 

leadership, grounded in 

values such as integrity, trust 

and honesty.

Also on the guest list are 

Niall Ferguson, professor 

of history at Harvard 

University; Rachel Botsman, 

expert and author on 

collaboration and trust; 

Wendy Addison, CEO of 

consultancy SpeakOut 

SpeakUp; Janelle Hopkins, 

fi nance transformation 

expert and group CFO at 

Australia Post; and professor 

Ian Williamson, dean of 

commerce and global people 

management expert at 

Victoria Business School.

ACCA is one of the gold 

sponsors of the event, 

and will be showcasing 

key research and working 

alongside strategic alliance 

partner, CA ANZ. ‘I’m 

thrilled that ACCA will 

again be taking part,’ said 

ACCA chief executive 

Helen Brand. 

‘I’m sure 2018’s congress 

will inspire delegates 

and create discussions 

to help us all to deal with 

the demands placed on 

the profession.’

Seven key themes will be 

explored during the four-

day event – see panel, left. 

Within these, topics up for 

debate include blockchain, 

big data, sustainability, 

artifi cial intelligence and the 

future of work. AB
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Accountancy 
Futures
We’ve teamed up with our 
alliance partner Chartered 
Accountants ANZ to bring 
you a redesigned twice-yearly 
publication exploring the issues 
facing tomorrow’s profession

Download your copy and fi nd out more about the benefi ts 
of our strategic alliance at accaglobal.com/alliance
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Building a 
better future
Felix Mutati, Zambia’s minister of works and 
supply, on government’s role in improving lives

Higher fl yer
Rwanda’s fast-growing economy 

is an African success story

The big six
High-quality audit depends on 

understanding six key tenets

Going for gold
Making the sums add up at the 

Gold Coast Commonwealth Games
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