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Welcome
Stamping out corruption, saving the planet with green bonds, capturing asset insights 
with drones – accountants are at the heart of finding smart solutions to today’s issues

bond, aiming to raise 10.7bn naira 

(US$30m) to finance projects including 

renewable-energy micro-utilities and 

afforestation programmes. In our feature 

on page 36, we consider the growth in 

the green bond market. 

Meanwhile, the burgeoning global 

market in the use of drone data – 

gathering aerial information for insight 

into capital projects – has not gone 

unnoticed by the Big Four firms. Last 

month, PwC announced the formation 

of a new team of specialists in the UK to 

help clients to extract value from drone 

data. Our article on page 24 looks at 

how drones are taking off.

Finally, if like many people you’re still 

unsure what bitcoin is all about, on page 

56 we explain the digital currency and its 

potential. We also have articles on intra-

regional trade in Africa (page 26), the 

thorny issue of intangible assets (page 

54) and photo highlights of the Africa 

Members Convention (page 62). AB

Jamil Ampomah

Director, sub-Saharan Africa, ACCA 

jamil.ampomah@accaglobal.com

Last month, the African Union 
declared that its theme for this year 
would be ‘Winning the fight against 
corruption: a sustainable path to 
Africa’s transformation’.

Professional accountants are well 

qualified to stand in the vanguard of the 

forces fighting corruption – ACCA’s new 

Ethics and Professional Skills module is 

one weapon in the growing armoury. In 

our big interview this month, we meet 

Stephenson Kamphasa FCCA, auditor 

general of Malawi and a big gun in 

the anti-fraud battle. In 2013, just two 

months into his role, he was faced with 

the massive Cashgate public sector 

fraud. On page 12, you can read about 

the part he played in investigating 

the fraud and rebuilding the country’s 

financial management systems.

Elsewhere in the magazine we look 

at the green bond market, which, 

according to HSBC, is expected to hit a 

new high in 2018 after breaking through 

the US$100bn barrier for the first time 

back in November. At the end of last 

year, Nigeria became the first country 

in Africa to launch a sovereign green 
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The Thomas fire, which 
spread over 281,900 acres 
in Southern California, 
was finally contained, 
after costing more 
than US$177m to fight 
and causing US$10bn 
in damage. Five years 
of drought in California 
helped the fire to spread. 

Fiji’s decision to ban 
live coral exports has 
prompted warnings about 
job losses among local 
companies. The ban is 
part of the government’s 
commitment to protect 
the coral system; 
companies in breach face 
fines of up to US$9,830.

Disney – which owns 
the Star Wars franchise 
as well as many other 
iconic brands – is set 
to buy 21st Century 
Fox assets from 
Rupert Murdoch’s 
media empire for 
US$52.4bn in a historic 
Hollywood merger.

Rare giant lily pads have 
been attracting tourists 
back to Piquete Cue in 
Paraguay in droves. For 
US$5, visitors can take a 
boat to see the 1.5m wide 
pads – Victoria cruziana 
– which disappeared 
in 2006 due to river 
dredging and theft.
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PwC India ban
PwC has been banned from auditing listed companies in 

India for two years. The Securities and Exchange Board of 

India (SEBI) said that PwC’s audit of failed IT company Satyam 

accepted assurances from management without proper checks. 

PwC’s Indian network said: ‘The SEBI order relates to a fraud 

that took place nearly a decade ago in which we played no 

part and had no knowledge of.... there has been no intentional 

wrong doing by PW firms in the unprecedented management 

perpetrated fraud at Satyam, nor have we seen any material 

evidence to the contrary. We believe that the order is also not 

in line with the directions of the Hon’ble Bombay High Court 

order of 2010 and so we are confident of getting a stay. We 

have however learnt the lessons of Satyam and invested heavily 

over the last nine years in building a robust and high quality 

audit practice, as also confirmed in 2015 by an independent 

monitor appointed by the US SEC and the Public Company 

Accounting Oversight Board.’

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 finance profession

US tax write-downs 
The passing of tax reform 

legislation in the US has 

caused large write-downs 

by several big corporations 

of the deferred tax assets 

held on their balance sheets. 

Citigroup will make a likely 

$16bn charge on its accounts 

for the loss in value of its 

deferred tax assets, while 

other companies expected 

to make write-downs include 

Goldman Sachs ($5bn); Bank 

of America ($3bn); American 

Express ($2.4bn); Shell 

($2bn); Barclays ($1.3bn); and 

Morgan Stanley ($1.25bn). 

But each is set to benefit in 

the longer term from the cut 

in corporation tax from 35% 

to 21%. The deferred tax 

assets were mostly built up 

by losses incurred during the 

financial crash.

PwC found negligent
PwC was negligent in 

failing to detect a $2bn 

fraud perpetrated against 

its audit client the Colonial 

Bank, a US federal court 

has determined. A lawsuit 

had been brought by the 

Federal Deposit Insurance 

Corp (FDIC) for losses 

incurred at one of Colonial 

Bank’s largest clients, Taylor 

Bean & Whitaker Mortgage 

Corp. TBW had covered 

borrowings from Colonial by 

selling it securities already 

sold to other investors. 

In a statement PwC said: 

‘PricewaterhouseCoopers 

is pleased that the court 

properly rejected all of the 

claims asserted by Colonial 

BancGroup as well as several 

of the key claims asserted 

by the FDIC. The court’s 

ruling recognises that in 

addition to those CBG 

employees who perpetrated 

the fraud, numerous other 

employees at Colonial 

Bancgroup actively and 

substantially interfered with 

PricewaterhouseCoopers’ 

audit. The FDIC was only 

able to prevail on the 

claim that it did based 

on an earlier novel 

ruling by the court that 

immunised the FDIC from 

imputation-based defenses. 

PricewaterhouseCoopers 

intends to appeal that 

novel ruling at the earliest 

possible opportunity. 

PricewaterhouseCoopers 

is also pleased with the 

court’s finding that it did 

not cause a substantial 

portion of the damages 

the FDIC is seeking. 

PricewaterhouseCoopers 

looks forward to the 

damages phase where 

the FDIC will bear the 

burden of proof on what 

remains of their inflated 

damages claim.’

RSM tops US$5bn 
RSM has broken through 

the US$5bn barrier with 

a 5.6% rise in revenue in 

2017, to US$5.1bn. The 

global network moved 

into eight new countries 

in 2017, and international 

client referrals leapt 

by 20%. The strongest 

regional growth was in sub-

Saharan Africa, with 13.6%. 

Jean Stephens, CEO, 

RSM International, said: 

‘Coming off the back of a 

very strong year, we look 

forward to forging ahead 

and helping our clients 
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New York takes IPO crown
Step aside Hong Kong. The New York Stock Exchange was the 

new king of the block when it came to IPOs in 2017. From its 

third-place ranking in 2016, when it generated IPO proceeds 

of US$14bn, the exchange doubled that figure the following 

year to generate a whopping US$29.1bn.

2017

2016

Source: Mainland China and Hong Kong 2017 Review: IPOs and other 
market trends, KPMG

Rank Stock exchange IPO proceeds (US$bn)

1 New York Stock Exchange 29.1

2 Shanghai Stock Exchange 19.7

3 London Stock Exchange 15.6

4 Stock Exchange of Hong Kong 14.7

5 Shenzen Stock Exchange 12.6

Rank Stock exchange IPO proceeds (US$bn)

1 Stock Exchange of Hong Kong 25

2 Shanghai Stock Exchange 14.9

3 New York Stock Exchange 14

4 Japan Exchange Group 7.7

5 NASDAQ 7.6

embrace this new digital and 

data-driven world.’

Carbon impact
ExxonMobil has agreed 

to report on the impact 

of climate change on its 

operations and future 

earnings. The move 

addresses demands from 

institutional investors and a 

legal action from the New 

York attorney general. In a 

regulatory filing to the US 

Securities and Exchange 

Commission, ExxonMobil 

said ‘the board has decided 

to further enhance the 

company’s disclosures... 

These enhancements will 

include energy demand 

sensitivities, implications 

of 2°C scenarios, and 

positioning for a lower-

carbon future.’

KPMG grows globally
KPMG’s global revenues 

grew by 5% to $26.4bn in the 

2017 tax year. Revenues grew 

by 8.1% in the Asia Pacific 

region, 4.4% in the Americas 

and 4.0% in Europe, the 

Middle East and Africa. Audit 

revenues increased 3.1% to 

$10.39bn; tax revenues by 

5.9% to $5.83bn; and advisory 

revenues by 6% to $10.18bn. 

An extra 37,000 graduates 

and other entry-level 

professionals were recruited, 

bringing the total global 

workforce to 200,000.

SA bank resists ANC
The South African Reserve 

Bank is resisting proposals 

from the ruling African 

National Congress to 

said his new administration 

will root out corruption. 

Former foreign minister 

Walter Mzembi and former 

energy minister Samuel 

Undenge have been charged 

with criminal abuse of office 

– both deny the allegations.

Steinhoff audit probe
Deloitte’s auditing of 

the troubled Steinhoff 

corporation is being 

investigated by regulators 

in both South Africa and 

the Netherlands. Steinhoff 

has announced that some 

of the financial results of 

subsidiary companies will 

nationalise it. Responding to 

a vote at the ANC’s annual 

conference, the bank said the 

proposal was ‘unwarranted 

given the country’s fragile 

economic situation’. 

Delegates backed a motion 

calling for the government to 

purchase shares in the central 

bank, as well as supporting 

another resolution calling 

for the expropriation of land 

without compensation.

Eni, Shell face trial
Two of the world’s largest 

energy companies, Eni and 

Shell, are to be tried in Italy 

on allegations of corruption 

over the acquisition of oil 

drilling licences off the 

coast of Nigeria. The trial 

is set to begin in March in 

Milan and will also see two 

former executives – Claudio 

Descalzi, previously Eni’s 

chief executive, and Malcolm 

Brinded, a former Shell 

chief of exploration and 

production – face charges. 

Both companies and 

former executives deny any 

wrongdoing.

Zimbabwe changes
Zimbabwe’s new president 

Emmerson Mnangagwa is 

overseeing policy reforms 

aimed at bringing the 

country back into the global 

economic community. 

Finance minister Patrick 

Chinamasa has introduced 

measures designed to cut 

the fiscal deficit from 9.4% to 

3.5% of GDP. Civil servants 

over 65 will be told to retire, 

reducing the government’s 

wage bill. Mnangagwa has 

need to be restated and 

has engaged PwC to review 

accounting irregularities 

found by Deloitte in its 

audits. The European Central 

Bank has sold its holding of 

bonds in Steinhoff, booking 

a substantial loss on the 

transaction. Lwazi Bam, 

chief executive of Deloitte 

Africa, said: ‘Deloitte is 

fully cooperating with the 

regulators and will continue 

to fulfil its ethical, legal and 

regulatory obligations.’

 

Saudi boosts budget
Saudi Arabia is boosting 

its domestic budget by 5% 
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Afghanistan award
ACCA has given a President’s Recognition Award to Muhammad 

Zarif Ludin (pictured above), CEO of an accountancy body set 

up to develop the profession in Afghanistan.

The rarely granted award is given to mark exceptional 

personal commitment to developing the accountancy 

profession. ACCA immediate past president Brian McEnery 

paid tribute to Ludin’s personal commitment and drive 

in setting up Certified Professional Accountants (CPA) 

Afghanistan and his role in the development of accountancy 

law in the country. The body is growing the pipeline of 

professional accountants, working to drive up ethical and 

educational standards, undertaking capacity building activities 

and championing the accountancy profession.

Making the award at a CPA Afghanistan conference in Kabul 

in December, McEnery said: ‘Zarif has worked tirelessly to 

establish Afghanistan’s first professional accountancy body, 

taking an important step towards the government’s vision of 

professional accountants being recognised as custodians of 

ethical standards.’

this year to US$261bn, as 

it seeks to stimulate the 

economy out of recession. 

The finance ministry also 

announced that its target to 

achieve a balanced budget 

has been deferred from 2020 

to 2023. The move is in line 

with IMF suggestions that 

Saudi Arabia ease austerity 

to boost growth. The 

government also launched 

a $19bn programme to 

stimulate private sector 

activity, backed by plans 

to partially privatise the 

state-owned Saudi Aramco 

oil producer. Meanwhile, 

tension is rising between 

some Saudi Arabian 

princes and Crown Prince 

Mohammed bin Salman, who 

is reshaping the state and 

removing various privileges. 

Eleven princes have been 

detained by the police after 

they publicly protested over 

the suspension of a subsidy 

that paid their utility bills. 

KPMG buys Cyberinc
KPMG has bought Silcon 

Valley cyber solutions 

provider Cyberinc, which 

employs 190 people in the 

US, India, Australia and 

the UK. ‘The addition of 

the Cyberinc team and 

capabilities is yet another 

example of how KPMG is 

investing in cybersecurity,’ 

said Gordon Archibald, the 

national lead for cybersecurity 

services at KPMG Australia. 

GT pays audit fine
Grant Thornton has made a 

US$1.5m payment to settle 

charges of audit failures and 

quality control violations. 

The Public Company 

Accounting Oversight Board 

(PCAOB) levied the penalty 

and censure in relation in 

part to Grant Thornton’s 

2013 audit of The Bancorp, 

a financial services practice 

based in Philadelphia. 

PCAOB found that Grant 

Thornton knew that partners 

engaged in the audit had 

failed to properly perform 

audits in prior years, yet 

continued to allow them to 

serve. ‘This matter should 

serve as a case study for 

what not to do,’ said the 

outgoing PCAOB chairman 

James R. Doty. 

Deloitte Turkey fined
Deloitte’s practice in Turkey 

– DRT Bagimsiz Denetim 

ve Serbest Muhasebeci 

Mali Musavirlik – has had 

a US$750,000 penalty 

imposed on it. PCAOB 

found that the firm had 

devised and implemented 

a plan to improperly alter 

documents in advance of a 

PCAOB inspection in 2014. 

It was also charged with 

violating quality control and 

ethics standards relating 

to the performance of 

professional responsibilities 

with integrity, as well as 

audit documentation 

standards. Two former 

Deloitte Turkey partners, 

including the former national 

professional practice 

director, were sanctioned 

for their involvement in 

the misconduct. 

Maduro’s crypto cash
Venezuela’s president 

Nicolas Maduro has 

announced that Venezuela 

will issue 100 million units 

of a cryptocurrency, to 

raise about US$6bn for the 

cash-strapped government. 

The ‘petro’ is to be backed 

by the country’s oil, gas, 

gold and diamond reserves. 

‘Every petro will be equal 

in value to Venezuela’s oil 

barrel,’ said the president. 

Venezuela is believed to 

hold the world’s largest oil 

reserves, with state income 

collapsing following the fall 

in oil prices. AB

Compiled by Paul Gosling, 

journalist
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Basicsi

Malawi’s auditor general is appointed by the president to 

head the National Audit Office (NAO) for a five-year term. 

The NAO, as supreme audit institution, provides assurance on 

accountability, transparency, integrity and value for money in 

the management of public resources to all stakeholders, while 

promoting good governance in the country.

The auditor general is currently mandated by Malawi’s 

constitution, written in 1994, to report to the National 

Assembly through the minister of finance. However, this 

provision is contradicted by the Public Audit Act (No 6 of 

2003), which empowers the auditor general to report directly 

to the president and speaker of the National Assembly. 

Measures are being undertaken to reconcile these two 

conflicting provisions.

A very public role
The role of auditor general is necessarily a very public and transparent one, itself 
subject to in-depth scrutiny, explains Malawi’s AG Stephenson Kamphasa FCCA

When your country’s finance minister asks you 
to take on the role of auditor general, there 
is probably only one answer you can give. So 

it was with Stephenson Kamphasa FCCA. Four years ago, 
having already seen two previous nominations rejected, 
Malawi’s government was determined to get a new AG 
in place. And so, despite opposition party concerns 
that Kamphasa’s CV included working for private sector 
accountancy firms, his nomination was accepted by the 
Malawian parliament.

That was in June 2013, and Kamphasa is now four years into 

his five-year term as the country’s most senior public sector 

independent auditor.

‘The call from the minister came as a complete surprise,’ 

Kamphasa admits. ‘I was originally contacted in May 2013 

about a different proposition. Malawi’s Institute of Accountants 

had given the government my name. I sent my CV over to the 

finance minister. Then, on 4 June, I received a letter confirming 

that the president was to put my name forward for the role of 

auditor general, subject to parliament’s agreement.’

Having cleared the move with the partners at the accountancy 

firm where he was then working, Kamphasa took up his new role 

on 1 July 2013.

‘There were so many things going on at that time,’ Kamphasa 

recalls. ‘I needed to sit down and work out a strategy, work out 

what was needed.’ But then, in Kamphasa’s words, ‘a very big 

surprise came along’. The discovery of a massive public sector 

fraud added a very different dimension to his work. ‘This was 

just two-and-half months into the role. I needed to consider the 

way forward, everything was so cloudy.’

The scandal to which Kamphasa refers was quickly dubbed 

‘Cashgate’. Allegations of corruption and misprocurement first 

came to light in September 2013. UK accountancy firm Baker 

Tilly (now RSM) was enlisted to carry out a forensic audit to trace 

US$32m of missing funds. The firm’s February 2014 report found 

MK6.2bn (US$8.5m) of transactions related to corrupt payments 

and a further MK7.5bn to government misprocurement where 

transactions either lacked supporting documentation, had 

incorrect pricing or were allocated to the wrong budgets. 

Given that the country’s annual GDP at that time stood at only 

US$5.5bn, such sums were very significant.

‘The first thing that came into my mind was to say that 

although I felt able to carry out the work necessary, my office 

lacked the skills required to do so,’ recalls Kamphasa. ‘It was 

a very systematic fraud that required very advanced skills to 

investigate. And I knew that it would cost money to investigate.’

Baptism of fire
Fortunately for Kamphasa, the UK’s Department for 

International Development (DfID) came to the rescue, 

hiring Baker Tilly on Kamphasa’s behalf. ‘The first part of 

the investigation was to find out how and why the problem 

occurred; the second was to find out about the impact of 

the fraud on the economy,’ Kamphasa explains. ‘Thirdly, we 

needed to know who was behind the fraud.’ The investigation 

took 11 months to complete, amid much public speculation 

over what would be uncovered. The final report was published 

at the end of September 2014. 

It was in many respects a baptism of fire for the newly 

appointed auditor general, but it gave him the opportunity 

to update and fix the country’s public sector financial 

management systems. ‘We needed to look at the weaknesses 

that enabled the fraud,’ Kamphasa says. ‘The systems had 

been rendered useless; they had to be fixed. There was the 

need for a robust platform.’
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‘Coming from the 
private sector, I 

could see that 
there was a need 

for everyone to 
be trained as a 

professional’
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sector. His career has straddled both public and private 

sectors, having worked in government agencies where he 

gained his ACCA Qualification as well as in public practice 

with Big Four firm KPMG and subsequently his own practice. 

But the role of auditor general is necessarily a very public 

one, itself subject to in-depth scrutiny just as much as 

the role allows him to scrutinise the financial dealings of 

government. So how does Kamphasa deal with this public 

side of the role?

‘I had worked in government before, between 1981 and 

1989,’ he explains. ‘This was very good experience, it helped 

me very much, and I was able to pick up from where I had left, 

but in a different role. My KPMG experience also helped me 

adapt to being an auditor.’

During the investigation there was an election that saw a 

new president and government elected. Joyce Banda, who 

was in office as president at the time of the fraud’s discovery, 

was replaced with Peter Mutharika, leader of the Democratic 

Progressive Party, in May 2014. 

Kamphasa remained in office and was able to continue 

to assist in the reform of the country’s public financial 

accountability. He worked together with the law enforcement 

agencies, assisting in the investigations to obtain evidence 

for possible prosecutions, at the same time collaborating 

with other stakeholders to rebuild the public finance system 

– including replacement of existing financial management 

software – and indeed rebuild trust in the system as a whole. 

Fortunately, Kamphasa was no stranger to the public 
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i Tips

* Remember that a career as a professional accountant 

demands a lot – qualification is not the end, you need to 

keep learning. 

* Keep looking ahead – as I am working I ask what 

am I contributing, what is my contribution as a 

professional accountant. 

* Monitor the progress of your staff – see if they require 

additional support to fulfil their responsibilities and 

develop their careers.

* Influence the young to become accountants – a lot of 

organisations need us.

make changes so that people can trust the office. It has to be 

considered in very high esteem.

‘Coming from the private sector, I could see that there 

was a need for everyone to be trained as a professional to 

move forward. We came up with a strategy in which everyone 

needed to participate, so we have been training our team 

through international institutions, supplemented by our own 

local institutions.’

In addition, he has put in place a programme to update 

auditing processes and software, while interrogating the 

systems to identify any weaknesses and to ensure they are 

compliant. This strategic plan began in 2015 and is set to run 

until 2019.

Kamphasa’s five-year term as AG comes to an end this 

year. Has he thought about the future? ‘I have been able to 

contribute to the nation and bring in fresh ideas from private 

practice. So now my focus has been on making sure that this 

office is a professional office, and that is something that I 

still look forward to.’

It is clear that he sees training as very much a part of that 

professionalism. ‘My career hasn’t been easy, but I want 

to encourage the young ones. It was challenging going 

through the courses, but also very special.’ In the 1990s, 

work commitments meant he had to put his training on hold, 

but in 1996, after spending six months on study leave in the 

UK, he achieved the Level 3 ACCA Qualification. As he says, 

‘where there’s a will there’s a way’, an attitude that he still 

displays today. AB

Philip Smith, journalist

Kamphasa set up his own firm Kamphasa Certified Public 

Accountants in 2007. After enjoying rapid growth, Kamphasa 

was approached by another firm, Mwenelupembe Mhango & 

Co, to join it. The two firms merged in 2011.

Then came the call from Malawi’s former finance minister. 

Kamphasa sat down with his partners to discuss the 

opportunity, and they agreed that he should take up the 

position, while leaving the door open for him to return should 

he choose to do at the end of his five-year term as AG.

Looking beyond the fraud investigations, Kamphasa can see 

improvements in the way Malawi now manages its finances. 

‘Of course, there are still challenges because everything has 

had to change,’ he says. ‘We have been looking at the public 

confidence in the Auditor General’s office, and we have had to 
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A shortage of 
teachers, poor 

infrastructure and 
inadequate focus 
by governments 

is hampering 
education

Unexploited resource
Africa’s youthful population has the potential to transform the continent – but only 
if several key factors are put in place, says Okey Umeano

hours in early primary education, rising to 

830 hours by eighth grade. Compare that 

to recommended international standards 

of 830 to 1,000 hours.

To exploit its youthful population, 

the continent needs large amounts of 

capital. Although sub-Saharan Africa 

has attracted more foreign portfolio and 

direct investment in the past few years, 

it lags behind some other emerging 

market country groups. Political 

instability, weak institutions and difficulty 

in doing business are all factors here, 

compounded by poor macroeconomic 

policies and lack of accurate data.   

And it’s not just the quantity of capital, 

it’s the quality, too. This comes down to 

technology. Adoption of technologies 

such as smart telephony has been 

high in Africa, but the continent has 

been slow to apply technology to 

improve productivity. Agricultural and 

manufacturing practices are still old-

school and fall short of international 

standards. This keeps productivity low.

The right combination of labour and 

capital will lead to greater economic 

output. As noted, Africa has no shortage 

of labour – its problems lie in the other 

areas. If Africa cannot get these right, it 

will not be able to make the most of its 

youth, a failure that will ultimately lead 

to disillusionment and social strife. It is 

time for governments and economic 

planners in sub-Saharan Africa to step up 

and exploit the asset that this youthful 

population represents. Failure to do so 

will turn it into a huge disadvantage. AB

Okey Umeano is head of risk 

management at Nigeria’s Securities and 

Exchange Commission

If it often seems to lag behind the rest 
of the world, one thing Africa has that 
is potentially in its favour is a young 
population. With a median age of 19.5 
years, way below the world figure 
of 30.1 years, it is safe to say that 
the continent is teeming with youth. 
Statistics from the United Nations show 
that the 10 youngest populations in the 
world are in Africa.

Unlike countries such as Japan and 

Germany that have ageing populations 

with attendant problems, Africa has a 

large youth base that if put to work is 

capable of turning the continent around. 

However, certain factors need to be in 

place before the continent can use this 

demographic to its advantage. These 

factors are improvements in education, 

attracting larger amounts of capital, and 

greater use of technology.

Statistics do show increases in school 

enrolment, but millions of children and 

young people are still not in school. 

According to UNESCO, more than a fifth 

of children aged six to 11, a third of those 

aged 12 to 14, and almost 60% of 15 to 

17 year-olds, are not in school in sub-

Saharan Africa. This needs to change. 

The quality of education still leaves 

a lot to be desired, too. Low standards 

stem from several factors: a shortage of 

teachers and educational resources, poor 

infrastructure and inadequate focus by 

governments. According to the Africa-

America Institute (AAI), the primary 

school student-teacher ratio in Africa in 

2012 was 42:1. Compare that to 11.5:1 in 

the Netherlands, 14:1 in the US and 19:1 

in Vietnam. The amount of instructional 

time is also low. In 2015, AAI reported 

that African countries mandated 720 
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Handheld scanners 
to detect fake drugs 
are being developed 

and tested in the 
UK and other 

countries

The drugs don’t work
Dealing with Africa’s malaria problem is more than simply a matter of treating its cause 
– the war on the proliferation of fake drugs must also be fought, says Alnoor Amlani

and impractical in remote locations in 

Africa, fake drugs are easily distributed. 

In the end, it is difficult to tell if a patient 

died from misdiagnosis, a range of 

other factors or from taking fake drugs. 

However, the London School of Hygiene 

& Tropical Medicine estimates that 

116,000 people die every year from 

taking fake malaria medicine in sub-

Saharan Africa.

The international movement of 

people allows drug-resistant strains 

of malaria to travel fast and easily. 

Drug-resistant strains from Asia are 

presently appearing in Africa, which has 

raised concern among some scientists. 

‘If this gets to Africa, it is going to be 

catastrophic,’ Dr Christopher Plowe, 

a malaria expert at the University of 

Maryland School of Medicine, told The 
New York Times in a recent interview. 

Some scientists are calling for the 

WHO to declare a state of worldwide 

emergency.

Thankfully, there are people working 

to counteract these risks. Projects to 

develop innovative new drugs to treat 

malaria are being undertaken by both 

large and small global pharmaceutical 

companies using breakthrough research 

and gene therapy; and simple but 

effective – and moreover cheap – 

handheld scanners to detect fake drugs 

are being developed and tested in the 

UK and other countries.

With an easy, inexpensive way to 

detect fake drugs and more investment 

in malaria treatment, Africa could yet 

conquer this destructive disease. AB

Alnoor Amlani FCCA is an independent 

consultant based in East Africa

Nearly half of the world’s population is 
at risk of contracting malaria. Fifteen 
countries account for 80% of all cases 
globally. While Nigeria accounts for the 
highest proportion, at 27%, followed 
by the Democratic Republic of the 
Congo at 10%, sub-Saharan Africa as 
a whole still accounts for 90% of cases 
and deaths from malaria worldwide. 
Progress in tackling the disease has 
suffered in recent times due to factors 
including inefficient implementation of 
interventions, conflicts and other crises. 

According to the latest World Health 

Organization (WHO) World malaria 
report, released in November 2017, 

there were 216 million cases of malaria 

in 2016, up from 211 million in 2015.

Some scientists have speculated 

that the recent rise is a result of global 

warming and the effects of climate 

change, which have allowed mosquitoes 

to increase their range and spread the 

disease over a wider geographical area. 

However, another contributory factor 

may be the proliferation of ‘fake’ drugs. 

The WHO released a report recently 

that shows that in low and middle-

income countries, one out of every 10 

medical products is substandard or 

fake, and 65% of these counterfeit drugs 

target malaria and infectious diseases.

Interpol established a pharmaceutical 

crime unit in 2005 and since then has 

seized numerous shipments of fake 

drugs, often destined for Africa. This 

rapidly increasing illicit global trade is 

very difficult to police, particularly in 

developing countries, where healthcare 

supply chains may be more susceptible 

to infiltration. Without widespread 

laboratory testing, which is expensive 
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The great wall of ACCA
Members across the world are contributing their thoughts to our digital wall, which 
marks ACCA reaching its 200,000 member milestone, says ACCA president Leo Lee

and shapers of the profession – all this 

has helped us grow to become the 

global, leading body we are today. 

I am so proud to be a part of this 

great organisation. I initially stood for 

Council and then for president, as I want 

to spend more of my time encouraging 

young people to see accountancy as a 

valuable career – and to see ACCA as 

the most valuable path for getting there. 

Keep telling us your stories. 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

You will hopefully by now have heard 
about our celebrations to mark 
ACCA reaching its 200,000 member 
milestone, including our wall – the 
physical version is touring the world 
and a virtual version is available at 
200k.accaglobal.com for members to 
sign their names. 

We’re delighted at what you’ve 

written on it so far. The statements 

below have appeared on the wall from 

members in Australia, Ghana, Malawi, 

the UK and Russia respectively.

* ‘It’s refreshing to be part of a global 

movement with a global presence, 

perspective and reach.’

* ‘Being an ACCA member gives 

me the confidence and knowledge 

to brighten every corner I find 

myself in.’

* ‘I am humbled to be part of this elite 

group of professional accountants.’ 

* ‘I am most impressed by the recent 

changes to the ACCA syllabus.’

* ‘Congratulations to ACCA for 

maintaining high standards all 

these years.’

* ‘Keep up the pace!’

What remarkable sentiments from you, 

the 0.003% of the global population 

who are part of this diverse, professional 

and inspirational ACCA family! 

The comments above were just a few 

examples from hundreds that have been 

left on our digital wall so far. It’s fantastic 

to see your comments about your 

journey to ACCA membership. I’d like 

to remind you of the invitation to find 

your name and share your thoughts with 

the rest of the ACCA community. 

It’s thanks to our talented members 

that ACCA enjoys the success that 

we have today, and I do hope that 

you continue to share your stories 

throughout this year. And make sure you 

tag us – you can follow the journey of 

the wall on social media via  

@ACCANews and #ACCA200k, 

as well as finding out more at the 

weblink above.

I have been inspired by all of your 

stories, and I would like to share mine 

too. I qualified with ACCA in 1979, and 

in the almost 40 years since, I have 

seen the world change immeasurably. 

ACCA has changed too: our history of 

boldness, of thinking ahead and acting 

on it, of being the first-movers, leaders 
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The view from
Erasmus Mavondo FCCA, principal, Erasmusm 
Consultancy and accountant, NSSA, Zimbabwe

The profession is being 
greatly influenced by 
e-commerce technologies. 
In Zimbabwe most 

commercial transactions 

have been automated and 

are now online as a result 

of the liquidity challenges 

that we have faced in recent times. 

The skills required from accountants in 

the future are more about regulatory 

planning, consulting and advisory 

than financial statement preparations 

alone. These statements are a product 

of planning and compliance with 

statutory obligations.

Keeping up to date is vital for a 
professional accountant. I enjoy pursuing 

the flexible unit route to CPD, which 

matches my desire to spend more time 

working as a practitioner. Every month 

I study articles published in Accounting 
and Business. I also attend workshops 

sponsored by ACCA Zimbabwe and 

ACCA virtual conferences. 

It is important to give something back 
to the profession. I have a couple 

of students and affiliates whom I am 

supervising, which has brought me a lot 

of satisfaction.

In my free time, I love running. I have 

participated in several half marathons, 

and will tackle my first full one in 

July this year. I am also interested in 

rhetorical criticism theory. This involves 

training groups and individuals on 

improving their public speaking 

through the development of content 

and critical analysis. AB 

In Zimbabwe 
most commercial 

transactions are 
now online as 
a result of the 

liquidity challenges 
that we have faced 

in recent times

Ever since my high school 
days I always wanted to 
work with numbers. When 

I landed my first job as 

an accounts clerk I soon 

decided to pursue the 

ACCA Qualification. 

Being in practice brings me into contact 
with a wide variety of clients, which I 
enjoy. Doing the job well month in and 

month out is not a stroll in the park: 

efficiency and confidentiality are the 

cornerstones. In my practice we provide 

accounting and tax consultancy, financial 

modelling and IT advice. Being an FCCA 

has been beneficial for my career. Much 

of my practice work concerns tax.

Being the accountant for the executive 
payroll of the National Social Security 
Authority (NSSA) has been a great 
privilege and challenge. I am the 

authority’s employee tax consultant and 

by default its tax adviser. I’m proud that 

I prepared a tax compliance framework 

in July 2015, which was adopted by the 

management and is still in use. 

 
‘Investors are already demanding 
“climate competent” boards. Demands 
for “climate competent” auditors could 
be next.’
Source: ClientEarth 

PCAOB updates guidance
The US Public Company Accounting 

Oversight Board (PCAOB) has updated 

its guidance on auditors’ reports. The 

guidance addresses key changes to 

the auditor’s report, including the 

form of the auditor’s report, disclosure 

of auditor tenure, a statement on 

auditor independence and a required 

explanatory paragraph on ICFR (internal 

control over financial reporting) in 

some circumstances. The guidance also 

provides a high-level overview of the 

requirements regarding critical audit 

matters (CAMs). ‘These changes will 

improve the relevance and usefulness 

of the auditor’s report by providing 

additional information to investors,’ said 

Martin F Baumann, PCAOB chief auditor 

and director of professional standards.

KPMG Australia expands
KPMG Australia has acquired YCG 

Accountants, adding 60 people to its 

Western Sydney operations. ‘This is an 

exciting development for KPMG in an 

area we see as a key place to be doing 

business in Australia,’ said David Pring, 

a partner at KPMG Enterprise, Western 

Sydney. ‘The addition of the YCG 

business further strengthens our ability 

to service the key growth areas and 

sectors of Western Sydney.’
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Taming the monsters
With many firms failing to tackle the Jekyll and Hyde characters in the leadership team, 
it’s time for more robust performance reviews for those at the top, says Derek Smith

an environment of interdependence 

rather than independence. Only then can 

they achieve synergies and leverage.

To achieve this requires valuable and 

productive feedback and development 

plans for all in the leadership role, as 

well as the rest of the team. This is a 

key element in the achievement of real 

success and yet is so often neglected or 

not fully exploited in practice.

That we live in changing times is 

pretty self-evident – for the profession, 

this means not only technological 

developments, but also a significant 

change of approach to our major asset: 

our people. Today, transparency and 

personal involvement are essential 

I sometimes wonder if, when the 
Scottish author Robert Louis Stevenson 
first penned The Strange Case of 
Dr Jekyll and Mr Hyde, it was an 
accountant rather than a lawyer who 
was at the centre of the piece. The 1886 
work is about a lawyer, Gabriel John 
Utterson, who investigates strange 
occurrences between his old friend Dr 
Henry Jekyll and the evil Edward Hyde. 
The real impact of the work is that it has 
become a part of the language, with the 
very phrase ‘Jekyll and Hyde’ coming 
to mean a person who is vastly different 
in moral character from one situation 
to the next.

There are many accountancy practices 

where at least one member of the 

leadership team is viewed by the others 

as ‘difficult’ or ‘a problem’. The most 

common theme is that little or nothing 

has been done to address the issue. Key 

to any leadership model is the need to 

get buy-in to the strategy or vision, and 

to act as a role model for the behaviours 

framework of the organisation. Yet often 

the difficult individuals fall outside of 

the normal checks and balances that are 

there to ensure that this doesn’t happen.

In many firms the leadership does not 

necessarily conform to the established 

systems used by the rest of the team, or 

appraisals of the leadership team either 

exclude the most senior members or 

pay lip service to the process. 

While rightly proud of their technical 

skills, all too often leaders 

appoint themselves to the 

reviewing role with little 

or no understanding 

of the process. 

Rarely have 

they received 

any real 

training in how 

to undertake 

such reviews, and 

rarely as a result do 

they achieve the benefits 

they seek. 

Inconsistent approach
The outcome of this is that any form of 

change is more challenging, as the firm 

is not necessarily changing in a uniform 

fashion. For many firms the transition 

to online forms and processes or the 

adoption of new standards is rendered 

far more difficult because of the 

disparate systems and approaches that 

are in place.

Successful firms are those that create 

and maintain sustainable financial 

performance. They also normally create 

and maintain a learning environment. 

These are traits that rely heavily on 

the impact of leadership teams who 

recognise that the real imperatives for 

success are that individuals are prepared 

to surrender their individuality and create 

Often only lip 
service is paid 
to the task of 
reviewing or 

appraising partners 
or leaders at a 

senior level 
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process, particularly for those involved 

in leadership roles. The essential style 

and nature of the leadership role has 

frequently changed in terms of the 

structure, governance, strategy and 

service offering of practices, and yet 

many have done little or nothing to 

ensure this is reflected in the behaviour 

and approach of the leadership team.

Often only lip service is paid to the task 

of reviewing or appraising partners or 

leaders at a senior level – while the most 

junior member of the team is reviewed 

comprehensively on a regular basis.

For some, the explanation is that 

partners or leaders are too small a group, 

or that their relationships are too close, 

to review individuals effectively. In these 

cases, external consultants can be useful. 

The objective input of an independent 

third party can help resolve issues that 

haven’t been addressed for years.

While Jekyll and Hyde might be a 

suitable description of the behaviours 

of some in leadership teams, perhaps a 

greater concern is the danger of creating 

a Frankenstein model. In this case, the 

body (the team) is only poorly connected 

to the head (the leadership team), with 

those at the head not being part of any 

review process. AB

Derek Smith is a senior consultant at 

Foulger Underwood Associates

ingredients in capturing the imagination 

and talents of a contented and 

productive team.

Ongoing success will only be 

achieved by those who recognise 

the need to ensure their teams are 

developed, motivated and energised, 

and understand that this will not happen 

with lacklustre and autocratic leadership 

styles. The habits and behaviours of the 

past will no longer be acceptable if they 

do not stand up to reasonable scrutiny.

There’s a real need for perspective 

and this depends, among many other 

factors, on recognising the changes 

that are taking place. They need to be 

reflected in the performance review 
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Future skills of auditors
Liz Stamford joined Andrew Gambier, ACCA’s head of audit and assurance, at ACCA’s 

Accounting for the Future conference in December to explore the skills and attributes 

future auditors will need as the world changes and technology develops.  

The session covered how advances in technology and new regulatory demands will 

impact ethical considerations and audit practice, and the mix of traditional skills and 

new skills that might be required in future. 

Watch this and other sessions on demand at accaglobal.com/accountingforthefuture.

Liz Stamford is CA ANZ’s audit and 
insolvency leader, overseeing policy 
and advocacy work in the audit 
and assurance areas 

Proud to be an auditor
CA ANZ’s Liz Stamford explains why the value of audit is more crucial than ever, and 
how important it is to encourage young people to consider a career in the sector

and our ethical approach, which 

is demanded and monitored by 

our professional bodies, the wider 

population often is not. A financial 

statement auditor reports to an 

entity’s shareholders, who are often 

removed from the business world. 

The shareholders’ representatives, 

the non-executive directors (and audit 

committee), are the ones who assess 

the level of trust.

Recent changes to auditor reports 

from 2017 onwards will broaden 

awareness of financial statement audits. 

They will now be easier to understand 

and will clearly, and up front, highlight 

the auditor’s independent opinion. For 

certain entities with broader shareholder 

bases, there will be commentary on 

key audit matters in the public reports. 

This commentary will highlight 

the key matters that the auditor 

considered for the audit of that entity, 

and will summarise how the auditor 

addressed the matter. 

How valuable it is for users to be able 

to see areas of key audit attention and 

compare them to their own assessment, 

as well as being able to look at some 

of the detail of the audit and evaluate 

whether it matches their expectations. 

The importance and value of audit 

is more crucial than ever. So join me in 

being #AuditorProud! AB

AuditorProud Day was held in late 
September last year, the third annual 
‘social media blitz’, launched by the 
Center for Audit Quality, designed 
to showcase careers in audit and 
encourage young people to consider a 
career in the sector. 

Along with other auditors from across 

the world, CA ANZ members were 

encouraged to share why they chose a 

career in auditing, what they love about 

the profession, and what makes them 

proud to be an auditor. 

Here are some of my reasons for being 

#AuditorProud, plus some initiatives that 

are sure to get the message out to the 

wider world about the value of auditors.

The most important point is that 

the ethics and training of chartered 

accountants inspire trust. While 

soundbites appear to be the order 

of the day, people still want accurate 

information about the companies and 

institutions they rely on and do business 

with. They are increasingly recognising 

that not everything that is written can be 

taken at face value. 

Accountants rate highly on the trust 

index because we are highly trained 

and provide practical wisdom. The value 

of an accountant’s support is clear to 

those who are struggling to manage 

complex and changeable legislation, 

and sometimes confusing expectations 

of permissible behaviour. Auditors’ 

reputation for professional scepticism 

also garners trust. It is just part of the 

profession’s unique set of skills, which 

add value to clients. This increase in the 

trust we inspire helps explain the rise in 

membership of professional accountancy 

bodies like CA ANZ and ACCA.

While people who use qualified 

accountants are aware of our value 

More information

Read latest updates on ACCA’s 
strategic alliance with Chartered 
Accountants ANZ (CA ANZ) at 
accaglobal.com/alliance. The pages 
also include information about CPD 
opportunities available from CA ANZ
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Petrobras settles
Brazil’s state-owned oil company 

Petrobras has agreed to settle a US 

investor lawsuit that alleged it made a 

corrupt payment of US$2.95bn. ‘The 

agreement is in the company’s best 

interest and that of its shareholders, 

given the risks of a verdict advised by a 

jury, particularities of US procedure and 

securities laws, as well its assessment 

of the status of the class action and the 

nature of such litigation in the United 

States,’ Petrobras said in a filing to the 

Securities and Exchange Commission.

KPMG and Liberty part
KPMG has resigned as auditor of 

Liberty Tax, a US preparer of individual 

tax returns. The resignation relates to 

concerns over internal controls in the 

financial reporting of the company, 

as well as its culture. Liberty’s founder 

John Hewitt was removed by the board 

as chief executive in September, but 

– at the time of publication – remains 

chairman. Ross Longfield, chairman of 

the company’s audit committee stated: 

‘We are disappointed that KPMG has 

resigned, but we appreciate the long-

term relationship we have had. The 

company will work as quickly as possible 

to engage a new accounting firm and 

complete their review of our Q2 results.’

The view from
Kedir Mussa ACCA, chief programme officer, Kifiya 
Financial Technology, Ethiopia

My career has brought me 
into contact with various 
sectors and disciplines, 
including telecoms, 
university education, 
management consulting, 
audit and now technology. 
Lecturing gave me the 

chance to get to know accounting 

thoroughly. Auditing taught me how 

business reports are prepared in 

compliance with accounting standards. 

In consulting, I learnt how businesses 

are analysed and which parameters are 

decisive for key decisions. And working 

at Kifiya has allowed me to engage with 

the fintech sector.

 

My ACCA journey was so enjoyable. 
I was very enthusiastic about my studies, 

coming top in Ethiopia in exams for 

business and corporate law, audit and 

assurance and corporate reporting. 

Having the qualification has allowed me 

to grow my accounting and analytical 

skills further, equipping me to perform 

my role in the best possible way.

I’m also actively engaged in ACCA 

tutoring in Addis Ababa.

  

My biggest achievement? Being a 

business architect to Canbebe Diaper 

and Juniper Glass when they came 

to Ethiopia – it was so rewarding.

 

In the future I aspire to set up my own 
consultancy. I want to help businesses 

make proper strategic decisions, aided 

by the most recent management ideas.

 

In my spare time I like to read historical 
books. I also enjoy watching football. AB

In future I want 
to set up my own 

consultancy to help 
businesses make 

proper strategic 
decisions, aided 

by the most recent 
management ideas

I’m the kind of person 
who enjoys playing with 
numbers and uncovering 
the information they 
embrace. Accounting has 

given me the space to 

do that. From the days of 

my undergraduate study 

through the various phases of my career, 

I have been creating a platform to let 

the numbers speak about business.

 

As an executive at Kifya Financial 
Technology, based in Addis Ababa, 
I lead the company’s core analytics 
team. I am responsible for developing 

plans for the various businesses Kifiya 

runs and aspires to embark upon. We 

have five operational strategic business 

units (SBUs) that I support directly.

I also perform analytics on reports from 
the SBUs to help the CEO to make the 
best strategic decisions for the SBUs 
in particular and for Kifiya in general. 
Developing KPIs and measuring the 

performance of the different units is 

another part of my role.

40%
of companies globally 
expect to hire more 
people in 2018, up 
11 percentage points 
from 2017 and the 
highest level in a decade.
Source: The Grant Thornton 
International Business Report
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Magdalena Czernicka, a manager at 

PwC’s drone-powered solutions global 

division, based in Poland, adds: ‘Data 

gathered by unmanned aerial vehicles 

(UAVs, or drones) can be applied for 

due diligence purposes to minimise 

the risk of fraud or concealment of the 

actual state of assets. UAVs are currently 

used by tax offices in countries all 

around the world – Spain, Indonesia, 

Hungary, Argentina, Nepal, China – to 

inspect tax returns or catch smugglers. 

It is worth mentioning that data capture 

from drones can be used as evidence 

in litigation, as well as to properly value 

assets during insurance processes.’

Those tax inspections are often 

looking to determine whether property 

owners have correctly valued their 

homes for the purposes of property 

taxation. In some jurisdictions, taxes 

can go up if a swimming pool is built 

– but owners do not always declare 

them. Drones are a simple way for 

tax inspectors to check the truth. In 

Buenos Aires, tax inspectors have used 

drones to identify 100 swimming pools 

and 200 luxury mansions that had not 

been properly declared, resulting in a 

significant increase in local tax collection.

A PwC study reports that UAVs have 

the potential to radically reshape much 

of modern commerce. It values the 

emerging global market for commercial 

drone applications at US$127bn. PwC 

predicts that the largest commercial 

application for drone technology will 

be in infrastructure, with an estimated 

global market value of US$45.2bn.

Research by Deloitte has found that 

investment rates in the drone sector are 

increasing exponentially, with venture 

capital financing of software-based drone 

startups exceeding US$335m in 2016, 

which was double the level of 2015. 

Deloitte’s EMEA Maximo Centre 

of Excellence supports clients in 28 

countries using the IBM Maximo asset 

management system. Its director, 

Drones may still sound a little like 
science fiction, but their use is rapidly 
becoming mainstream and the practical 
applications are multiplying – from 
kites for electricity generation to the 
delivery of blood and medical supplies 
to remote or inaccessible areas.

Many such applications are still at the 

trial stage. But for accountants, drones 

are relevant and usable right now. 

‘In simple terms, commercial drones 

actually work in quite a similar way to 

accountants: they collect data, extract 

value from this data and give insight,’ 

explains Elaine Whyte, a drones expert 

at PwC. ‘The advantage of drones is 

that they get to hard-to-reach places, 

scooping up huge volumes of data, 

over potentially a wider area, in very 

short periods of time. To extract the 

maximum value of this data, we are 

seeing machine learning and artificial 

intelligence then being applied. The 

result is sharper business decisions, 

ranging from cost reduction in 

maintenance cycles, risk management 

with capital investments, and 

identification of revenue opportunities.

‘For accountants, drones can provide 

a more accurate and more complete 

picture of business operations at a point 

in time or over an extended period,’ 

says Whyte. ‘This could include stock 

takes over large areas or measuring the 

progress of an infrastructure project 

for investors. This insight gained can 

highlight areas for improvement, for 

example weak internal controls, or 

give confidence that progress is being 

delivered on an investment.’

Drones are taking off in the business world: tax 
professionals are using them to check on assets and 
auditors to gain a clearer view of business operations

Flying high
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Mining spotlight
Drones are increasingly being used to support mining operations across Africa, in 

countries including the Congo, Kenya and South Africa. Their use is about ‘getting 

precise engineering data so that local teams can operate in a safe and secure 

manner’, explains PwC drones partner Adam Wisniewski. Health and safety has 

been a challenge in assessing the size and value of open mines in much of Africa, 

where access is often extremely problematic. ‘The proper measurement of this can 

be very difficult and very dangerous,’ adds Wisniewski. The benefits of drone use 

include avoiding landslide risk during measurement and reducing the significant 

wear and tear on the expensive specialist vehicles needed for surface-level access. 

But the most important benefit is reducing the risk to individuals, so enabling global 

corporations to comply with their health and safety policies.

From inventory to audit
EY is looking at how drones can be used for inventory observations. For example, 

drones will be used at automotive plants to count vehicles and in warehouses for 

stock counting. This will be done through sensors, barcodes, and variable image 

and object recognition tools. These will be allied to a cloud-based, asset-tracking 

platform and an audit platform, accessed by over 80,000 EY auditors globally.

‘We have been testing the use of drones in the audit process and the findings have 

been compelling,’ says Hermann Sidhu, EY global assurance digital leader. ‘We know 

that many audits can benefit from the use of this technology.’ 

However, ACCA’s head of audit and assurance Andrew Gambier warns that, ‘While 

drones can help with some aspects of counting inventory, they are of less use with 

valuation and obsolescence considerations. With current technologies, drones have 

some role to play in obtaining audit evidence. However, in relation to the most 

complex judgments, drones are still a poor substitute for the human eye.’

Nigel Sylvester, says that while drone 

technology itself is mature, what 

is new is its integration with other 

technologies, such as automation, 

cloud computing, cognitive learning 

and the internet of things. This 

technological integration has taken 

drone application a long way in a short 

period of time.

A very big driver is health and safety. 

Asset inspections in many environments, 

such as oil and gas pipelines or mining 

operations (see box) and rooftop 

inspections, carry health and safety risk. 

‘Drones remove the need for manual 

inspections,’ Sylvester explains.

This not only directly cuts clients’ 

costs, but also improves the quality 

of their asset management and so 

positively impacts their bottom line.

Deloitte points out that enhanced 

software is also extending the ways in 

which drones can be relied on. Software 

can interpret data provided by drones 

better; it can, for example, recognise 

cars and people, count individual plants 

in a field, and identify metal corrosion 

of infrastructure. The need for human 

participation in the analysis of drone-

provided information is reducing.

Inspections
Drones have also become commonly 

used for safety risk assessments at 

construction sites and to inspect 

the condition of pipelines in regions 

Software can 
interpret data 

provided by drones 
better; it can 

recognise cars and 
people, and count 
individual plants 

in a field

where it can be difficult or expensive 

to undertake a physical check. The 

technology can also be useful for 

asset valuations – eg, in due diligence 

exercises and in the preparation of legal 

proceedings. 

A PwC-supported construction project 

achieved savings of US$2.94m in claims 

settlement litigation because of the 

quality of the drone-provided evidence. 

But PwC’s Whyte believes that drones 

– which are essentially robots – will be 

assisting, not replacing, accountants in 

doing their jobs. 

Deloitte meanwhile has warned 

companies deploying drones to ensure 

they take adequate cybersecurity steps 

to protect their data and systems. It is 

also essential to recognise that the use 

of drones is usually regulated by the 

national civil aviation authority, with 

pilots typically required to be trained 

and registered. Even with this strict 

regulation, though, it seems inevitable 

that accountants will find that drone 

technology is an increasingly important 

part of their professional life. AB

Paul Gosling, journalist
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A key transit point near the border between Zambia and 
Zimbabwe, where lorries are often held up for days, even 
weeks, waiting for customs clearance

The trade paradox
Africa is awash with free trade blocs, yet its exporters typically ignore their own 
continent in favour of others. What, then, is holding back intra-regional trade?

On paper, African nations show an almost unrivalled 
zeal for free trade. The continent has a patchwork 
of 17 free trade blocs. The largest, the Tripartite 

Free Trade Area of 2015, has 27 member countries, 650 
million people and a combined GDP of more than US$1.5trn. 
And a still more ambitious deal is in the works in the form 
of a Continental Free Trade Area (CFTA) to allow the free 
movement of goods, services and people across all 55 of 
Africa’s nations, with a total GDP of US$3.5 trillion.

Yet the disconnect between theory and reality is striking, 

especially compared to other major regions. In Europe just 

over 70% of trade is between the region’s nations, versus 51% 

in Asia and 19% in Latin America. In Africa, on the other hand, 

intraregional trade accounts for just 15% of the total.

‘Levels of trade between African countries remain 

disappointingly low,’ says Mark Pearson, an economist and 

consultant to African governments and businesses for 35 

years, and an associate of the Brenthurst Foundation. ‘Sadly, 

the lattice of free trade deals are not doing what they say on 

the labels.’ 

So what is the economic cost of these low levels of trade, 

and what can be done to foster commerce on the continent?

The advantages of freer trade would be numerous and 

powerful, argues Pearson. ‘In such a fragmented continent, 

you could get some real economies of scale making large and 

efficient businesses more viable.’ 

In terms of trade relations, Africa is decades behind the 

mature economies, according to Wendwesson Shewarega, an 

Ethiopian lawyer, whose practice focuses on trade, investment 

and taxation. ‘A nation usually can’t be good at every stage 
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Africa’s big trading zones
* ECOWAS: The Economic Community of West African 

States was established in 1975, and has three official 

languages – French, English and Portuguese. 

* COMESA: Formed in 1994, the Common Market for 

Eastern and Southern Africa has 19 member states and 

stretches from Libya to Swaziland. 

* SACU: The Southern African Customs Union was set up in 

1910. It covers South Africa, Botswana, Lesotho, Namibia 

and Swaziland. 

*  TFTA: Signed in 2015, the Tripartite Free Trade Area 

includes 27 countries from Egypt to South Africa, with a 

combined population of 650 million and a total GDP of 

more than $1.5 trillion.

in the process, hence the need for trade with neighbours who 

may have an advantage in one element of production,’ he 

says. ‘Despite this, Ethiopia has been trying – unsuccessfully – 

to build a world-beating textile industry that dominates every 

part of the value chain from growing cotton to producing 

finished items of clothing. That is just not the way global 

supply chains work any more.’ 

To compete properly, outside Africa’s traditional commodity 

businesses, the continent needs to 

break down barriers. And that raises 

the question of why existing deals 

don’t appear to do so. 

The first issue is that existing 

trade deals are not always properly 

implemented. As a result a host of 

tariff and non-tariff barriers remain 

in place. On average, an African 

company selling goods on the 

continent still faces a tariff of 8.7% 

versus 2.5% when selling outside 

Africa, according to data from 

the UN Conference on Trade and 

Development (UNCTAD). And that is 

just an average. 

Like Swiss cheese, many existing deals are full of holes. 

They include onerous local content rules, which insist that the 

bulk of the value added in any product come from within the 

zone to qualify for lower tariffs. ‘It is not uncommon for zones 

to require 65% of the value added to come internally,’ says 

Pearson. ‘That is just not how global manufacturing works 

these days. Only about 4% of the value of the iPhone, for 

example, is added in China, with components coming from 

over 200 suppliers from all over the world. The African concept 

of trade is 40 years behind the curve.’ 

The first step, then, in fostering African trade is to forge 

deals that focus on substance. Even though the CFTA is 

making progress, experts are concerned there will too many 

holes in the deal. ‘The danger is that there will be a lot 

of free trade and integrationist window dressing, without 

enough substance to make a real difference,’ says Peter 

Draper, managing director of Tutwa Consulting Group, which 

specialises in policy and regulatory analysis in emerging 

markets. ‘There is still a lot of protectionist sentiment that 

needs to be overcome, with countries afraid that true opening 

will harm domestic industries.’ 

Shewarega believes there is a misperception at the heart 

of African trade. ‘The main misguided notion is that since 

African nations produce similar goods, there is little to be 

gained from trade,’ he explains. ‘Instead, there is a much 

‘It is not uncommon 
for a trade zone 

to require 65% of 
the value added 

to come from that 
zone. That is just 

not how global 
manufacturing 

works these days’

greater focus on trade with China or the European Union. In 

fact, the countries bordering Ethiopia do have some unique 

manufacturing output.’

Overcoming these protectionist sentiments is key, but there 

are also more practical solutions that could move Africa in 

the right direction. They include taxation, behind-the-border 

barriers, and transport and logistics.

One reason so many countries are reluctant to reduce taxes 

on trade is that they are a valuable 

source of cash. ‘This revenue would 

need to be replaced by something,’ 

says Shewarega. ‘I would estimate 

that more than 40% of government 

revenue for Ethiopia, for example, 

comes from import levies of some 

kind. That is far from easy to give 

up. Since tax collection has been 

weak in many African states, trade 

liberalisation is really linked to the 

progress African governments can 

make in extracting resources from 

other sources – in particular personal 

income tax and corporate taxation.’ 

This is turn requires vibrant 

economies, well-paid employees and successful businesses 

that can afford to shoulder more of the burden. ‘This is 

not an easy circle to square, but it can be done eventually,’ 

says Shewarega. 

Formal tariffs are only part of the issue. ‘If you move goods 

within Nigeria, for example, it is possible to encounter 50 road 

blocks, and at each of these you are required to pay an informal 

tax,’ Draper says. Here the solution is improved law and order 
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Ethiopia’s drive to dominate the 
whole textile supply chain ignores 
the advantages of globalisation

enforcement – a persistent challenge 

for less developed nations.

A second focus of African 

trade integration needs to be the 

dismantlement of behind-the-

border tariffs – differing standards 

that impede commerce – of which 

there are a multiplicity. Shewarega 

recounts a recent example of a 

shipment of sugar from Ethiopia 

that was turned back at the Kenyan 

border because the truck did not conform to Kenyan standards. 

Border posts are often also understaffed, resulting in delays 

– which can sharply increase the cost of distribution. ‘Every day 

a shipment waits at the border to be processed adds hundreds 

of dollars to the cost,’ says Draper. ‘One solution, though far 

from an easy one, is to beef up customs authorities to enable 

goods to flow faster. This is crucial in a world of just-in-time 

delivery, where factories expect a reliable flow of supplies.’

Another primary concern for traders is infrastructure. ‘The 

weakness of the road and rail networks helps explain why it 

can be cheaper to ship a container 

from China to Djibouti than from 

Ethiopia to nearby Uganda,’ says 

Shewarega. ‘Often the main issue is 

not so much the road or rail networks 

within a country – which are quite 

good in the case of Ethiopia – but 

rather the links connecting nations. 

These are still very weak.’ 

Of course, sorting this problem 

out is easier said than done. Still, 

help has come in the form of 

infrastructure loans from the World 

Bank, other multilateral lenders, 

and increasingly from the Chinese 

government. The African Development Bank has handed out 

more than US$1bn in the past two years with the explicit aim 

of boosting intra-African trade. 

So while there is no silver bullet, Africa’s low level of intra-

regional trade can be cranked up. ‘Many African leaders are 

aware of just how important this could be in boosting regional 

prosperity,’ says Shewarega. ‘This is a problem that will be 

solved over years and not weeks. But it can be achieved.’ AB

Christopher Fitzgerald and Dijana Suljovic, journalists

‘More than 40% of 
government revenue 

for Ethiopia, for 
example, comes 

from import levies 
of some kind. That 
is far from easy for 

a government to 
give up’
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Drying coffee in Kenya: in neighbouring Ethiopia, coffee 
and sesame seeds for export dominate trade at ECX

A fairer exchange
The deployment of financial technology by African commodity exchanges can help 
to improve the life of subsistence farmers and stimulate economic development

In October 2017 the World Bank forecast that agricultural 
prices would edge up in 2018 and projected that food 
demand would rise by at least 20% globally over the next 

15 years. The greatest increases are anticipated in East Asia, 
South Asia and 29 countries in sub-Saharan Africa. These 
forecasts should raise the spirits of farmers and commodity 
exchanges across Africa.

Exchanges can play a key part in agricultural markets and 

improve food security on the continent. At the same time, 

they can increase the income of farmers through incentivising 

them to plant always-in-demand staple crops. And the growth 

in farmers’ businesses should, in turn, help to develop local 

infrastructure and the regional economy. 

Africa has a number of commodity exchanges, offering a 

varying range of services. The Ethiopia Commodity Exchange 

(ECX), for example, started in 2008, and focuses on coffee, 

oilseeds and pulses, while the Agricultural Commodity 

Exchange (ACE) for Africa was set up for small farmers in 2006 

in Malawi. They were recently joined by Rwanda’s East Africa 

Exchange (EAX), which trades in food staples such as maize, 

beans and soya. EAX currently has branches in Kenya and 

Uganda and has plans to open across sub-Saharan Africa. 

The exchanges offer a mixture of financial and logistical 

services such as storage and collateral management (weighing 

and bagging), commodity management (grading, drying, 

cleaning, fumigation, etc), electronic receipts (which allow the 

farmer to sell or use goods as security), a trading platform, 

risk management products, pricing information and secured 

trade settlement. 

But it hasn’t all been plain sailing for the exchanges. In 

September 2017, for instance, ECX CEO Ermias Eshetu, 

who had been in the process of introducing new trading 

services and working procedures, announced his resignation. 

According to local reports, he quit after three years in the role 

following a review of the executive management that had 

been carried out by ECX directors. 
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With an electronic receipt system, produce that has been 
weighed, graded and bagged can be used as collateral

Secure storage facilities at exchanges offer small farmers 
the option to postpone selling until prices go up

Meanwhile, a February 2017 analysis by The Economist 
concluded that trading volumes at ACE remain low (a 

major weakness for any exchange) and its concentration on 

staple foods ‘leaves it vulnerable to the sort of government 

interventions that can sink exchanges’. When food is scarce, 

the buying and selling of staples can become a contentious 

political issue. ECX also came in for criticism in the same 

Economist research. Staple foods account for less than 10% of 

ECX’s trade, which is dominated by two export crops, coffee 

and sesame seeds. The study suggested that cutting out the 

middleman has done little for smallholders – coffee farmers’ 

share of international prices has not 

budged for over a decade. 

However, the exchanges have 

made valuable contributions too. 

ECX prompted extensive warehouse 

construction to store produce, and 

moved to electronic transactions 

in 2015, thereby guaranteeing 

next-day payments and helping 

farmers’ cashflow. 

Exploiting technology
So what next in this mixed picture 

for Africa’s commodity exchanges? 

One answer must be technology. 

If financial technology can reshape banking, then it can 

presumably do the same for the continent’s commodity 

exchanges and the small, insecure African farmer. 

One provider active in the field is FinComEco, an 

organisation that aims to improve food security and drive 

economic diversity by promoting a financial and commodities 

ecosystem (hence the name). According to director Steve 

Round, the aim is build up exchanges and infrastructure and 

help subsistence farmers. ‘It is a bottom-up approach using 

technology in the locality to increase the income in farmers’ 

hands,’ he says. 

And it is making progress. In summer 2017 FinComEco 

signed a deal with the government body responsible for 

Mozambique’s commercial food production and distribution 

– the Institute of Cereals of Mozambique. The agreement 

will see FinComEco open up its commodity trading platform 

and electronic warehouse receipt capability to the country’s 

farmers; the aim is to create a food reserve that can promote 

financial inclusion and end the 

national food deficit.

In November 2017, FinComEco 

announced another deal, this time 

with integrated fertiliser company 

African Potash. The partnership 

aims to use blockchain for a digital 

ledger of transactions, agreements, 

contracts – anything that needs to 

be independently recorded and 

verified – to facilitate microloans 

direct to small-scale farmers. The 

rate of interest will be significantly 

cheaper than present agricultural 

finance costs and more accessible.

A Malawi project 
that gave small 

farmers access to 
market prices on 
their mobiles led 

to an average 31% 
rise in income from 

improved price 
transparency
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Rwanda’s East Africa Exchange started with maize and 
beans but has plans to expand into coffee, tea and rice

Hirander Misra, deputy chairman of FinComEco, says the 

technology, people and commodities are in place to make a 

substantial difference across sub-Saharan Africa. Misra, who 

has more than two decades of experience in the exchange 

and electronic space, says exchanges can unlock nascent 

economies and asset classes, such as agricultural products, 

and so unlock liquidity.

Sustainable financing
Part of the challenge, Misra says, is to make initiatives 

sustainable. He argues for the for-profit model, saying that, 

while donor funding can be leveraged, it is not sustainable 

in the long run if is the only option. He says: ‘Too many 

initiatives that are donor-funded are standalone, which means 

they change livelihoods for hundreds maybe thousands 

of people – including empowering women – but not fast 

enough or in a consistent enough fashion.’ 

Misra says that the FinComEco platform, on the other hand, 

can provide a sustainable improvement in the living standards 

of small farmers and their families. It does so by enabling 

them to achieve better prices for their produce and gives 

them further revenue opportunities through e-commerce. 

To test its idea, FinComEco first started out in a small way 

in a small country, partnering with ACE in Malawi in 2016. Its 

trial saw 47,000 smallholder farmers registering to receive 

the latest market prices on their mobiles, and resulted in 

an average 31% rise in income from the use of warehouse 

receipts and better price transparency. The organisation is 

ambitious: in addition to its deals with Mozambique and 

Malawi, it hopes to be fully operational in two or three more 

countries by the end of 2018. 

Cultural challenges remain for Africa’s commodity 

exchanges. While farmers want more routes to market, they 

have to be persuaded to use warehousing services and 

need the confidence to take on loans. It will take time for 

the commodity exchanges not only to gain the necessary 

trust, but also to build volume and avoid government 

price meddling. AB

Peter Williams, accountant and journalist
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Written in clay
Ancient Egyptians believed writing was a gift from the gods, but as Tim Harford 
explains, the truth has more to do with accounting than divine intervention

Writing is a miraculous 
invention – so much 
so that people used to 

believe that it was divinely inspired. 
Ancient Egyptians thanked baboon-
faced Thoth, the God of Knowledge, 
for the gift. Greeks gave the credit 
to Prometheus. Mesopotamians 
thought that Enki, the God of 
Wisdom, had gotten blind drunk – 
not obvious evidence of wisdom, it 
must be said – and that during Enki’s 
stupor, the Goddess Inanna stole 
from him the secret of literacy.

The ‘baboon-faced Thoth’ theory of 

writing’s origins is now out of favour with archaeologists. But in 

truth, the origin of literacy was a puzzle for a long time. One idea 

was that writing was used to send messages to distant armies. 

Another theory is that it was used for poetry or religious texts.

In 1929 the mystery deepened. A German archaeologist 

named Julius Jordan was excavating Uruk, on the banks of the 

Euphrates in what is now Iraq. Five thousand years ago, Uruk 

– with a population of several thousand people – would have 

been one of the great cities of the age. 

‘He built the town wall of Uruk, city of sheepfolds,’ proclaims 

the Epic of Gilgamesh, one of the earliest works of literature. 

‘Look at its wall with its frieze like bronze! Gaze at its bastions, 

which none can equal!’ 

And this 5,000-year-old metropolis presented Julius Jordan 

with two puzzles. The first was a treasure trove: a library of clay 

tablets, far older than any previous examples of writing. Their 

script, which became known as ‘cuneiform’, was abstract.

Nobody could make any sense of it.

The second puzzle was that 

Uruk and other Mesopotamian 

cities were sprinkled with small 

clay baubles in varying shapes: 

cones, spheres, cylinders, even a 

suppository-style lozenge. What 

were they for? Nobody knew, 

although Julius Jordan, no fool, 

noted that they reminded him of 

‘the commodities of daily life: jars, 

loaves and animals’.

It took four more decades before 

anyone made much progress 

on Julius Jordan’s mystery. The 

breakthrough came courtesy of a 

French archaeologist, Denise Schmandt-Besserat, who had 

been cataloguing appearances of these tokens from Pakistan 

to Turkey. And she had a theory: the clay pieces were tokens, 

and their purpose was to help people count.

The method Schmandt-Besserat described is called 

‘correspondence counting’. It’s counting for people who lack 

numbers: all you need to do with correspondence counting 

is to look at two quantities and verify that they’re the same. 

So if you wanted to count – say – 12 loaves of bread, you 

could do that by checking them against 12 loaf-shaped 

counters. Nineteen jars of olive oil could be counted using 

19 jar-shaped tokens.

Correspondence counting is ancient. The Ishango Bone, 

found in central Africa, uses tally-marks on the thigh bone 

of a baboon. It seems to be designed for correspondence 

counting and it is 200 centuries old. But the Uruk tokens were 

Hard-working nerds 
at the door of the 

temple, using tokens 
to count as the 

sheep and the jars 
of wine entered and 

left, were the world’s 
first accountants

32 Accounting and Business February 2018

INT_I_Cunieform.indd   32 04/01/2018   13:42



What have accountants done for us?
* Paper was invented over 2,000 years ago in China and duly 

spread to the Arab world, but take-up of this inexpensive 

writing surface was painfully slow in Christian Europe. 

Literacy was rare, most books were holy texts, and Europe 

no more needed a cheap alternative to animal-skin 

parchment than it needed a cheap alternative to gold for 

crowns. Only when a commercial class started to churn 

out contracts, receipts and accounts, did Europeans start 

to embrace paper. It arrived in Germany in the late 1300s, 

and it was the availability of paper that made the printing 

press economically viable.

* Management consulting saved the business of pottery 

entrepreneur Josiah Wedgwood. In 1772 demand for 

Wedgwood’s ornate crockery collapsed in the face of a 

severe European recession. His warehouses began to fill 

with unsold stock; and Wedgwood turned to double-entry 

bookkeeping to better understand his cost structure. 

Counterintuitively, he realised that he needed to cut 

prices and expand. Others followed, and the discipline of 

‘management accounting’ was born. James McKinsey, the 

cigar-chomping founder of McKinsey and Company, was a 

professor of accounting.

Clay tablet from the 5,000-year-old city of Uruk, recording 
a transaction of land for goods in cuneiform script

a big step forward from the Ishango Bone, because they 

could be used to keep track of several different quantities – 

and also to perform the simple mathematical operations of 

adding and subtracting. 

This was essential, because Uruk was a great city. Such 

cities required specialists – craftsmen, priests, soldiers, 

arable and livestock farmers. There were harvests to 

coordinate, construction projects: trading, taxation, and 

planning. Schmandt-Besserat was inviting us to picture hard-

working nerds at the door of the temple or the government 

storehouse, using tokens to count as the sheep, the jars of 

wine, and the sacks of grain entered and left. These people 

were the world’s fi rst accountants.

But then what about Julius Jordan’s fi rst mystery – the 

ubiquitous, indecipherable cuneiform clay tablets? Schmandt-

Besserat had a solution for that as well: she noticed that the 

apparently-abstract symbols on the cuneiform tablets weren’t 

as abstract as they seemed: they resembled the tokens. 

Everyone had missed this point because of the different 

layers of symbolism involved. First the tokens were used 

to represent oxen or jars of honey, and to track the back-

and-forth. Then the tablets had been used to make a more 

permanent record: pressing the hard-baked tokens into the 

wet clay of the tablet. And then at some stage, some ancient 

accountant decided that an all-purpose writing tool like a 

stylus could be used instead. These layers of abstraction – a 

commodity represented by a token represented by a written 

imitation of the impression of the token – had hidden the fact 

that, deep down, the cuneiform had once been pictures of 

commodities. The world’s fi rst writing wasn’t being used to 

compose poetry or send orders to distant armies – it was used 

for the world’s fi rst written accounts.

And since it is a small step from a record of payment to a 

record of debt, writing was soon to produce contracts, too. 

One clever trick was called a bulla – a hollow clay ball. On 

the outside was a contract written in cuneiform; on the inside 

were the tokens that represented the deal. The inside and the 

outside matched up, verifying each other. 

It wasn’t long before the ancient accountants of Uruk 

gave us another world-changing idea: an abstract number 

system. Rather than recording 10 goats as 10 separate 

goat indentations, they used a symbol for ‘10’ (it was a circle). 

Quick on the heels of that came the fi rst calculations of 

compound interest.

In the modern world, most major fi nancial transactions (and 

many minor ones) are based on an abstract number system 

and explicit written contracts: insurance, shares, mortgages 

and bank accounts depend on the ability to write things 

down. These contracts – from the bullas of Mesopotamia 

to the sophisticated fi nancial instruments of 21st-century 

Wall Street – are fundamental to a complex society. It 

simply wouldn’t be possible to organise city life without the 

ability to write receipts, purchase orders, debt contracts 

and tax demands.

The citizens of Uruk could boast a remarkable set of 

achievements: the fi rst accounts, the fi rst contracts, the fi rst 

debts with compound interest, the fi rst mathematics and the 

fi rst writing. But as the cliché goes, necessity had been the 

mother of invention: without these tools it would have been 

overwhelming to run a sophisticated economy, dealing with 

a web of interdependencies between people who may never 

even meet. Writing was no gift from baboon-faced Thoth. 

It was a tool for getting an economy organised, and it was 

developed by the world’s fi rst accountants. AB

Tim Harford is a Financial Times columnist. His new book is 

Fifty Things That Made The Modern Economy (Little, Brown), 

also published in the US as Fifty Inventions That Shaped The 
Modern Economy 
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More information

Paying Taxes 2018 looks at how companies interact with tax Paying Taxes 2018 looks at how companies interact with tax Paying Taxes 2018
systems around the world. Read it at bit.ly/tax-2018

Paying their dues
It is clear from the latest Paying Taxes report that technology has helped companies 
slash their staff tax compliance input, while the total corporate tax take remains stable

Weighing the tax burden 
The PwC and World Bank report Paying Taxes 2018 looks 
at how a case study company (a medium-sized domestic 
manufacturer) interacts with tax systems in 190 countries. 
It assesses tax paid (total tax and contribution rate – 
TTCR), number of tax payments required and staff time 
required for tax compliance.

Refunds and audits
The report also assesses the effi ciency of post-fi ling tax 

systems, using the four metrics shown here.

Average time taken to…

North America showed 
below global average in time-
to-comply and TTCR rates.

EU/European Free Trade Area 
is the best-performing region across 
all elements of the post-fi ling index.

Middle East is still the easiest for tax 
payments, although VAT introduction in 
some parts should affect future results.

Africa has the second-highest TTCR 
and time-to-comply fi gures, despite 
some recent improvements.

Asia Pacifi c saw above-average 
pre-fi ling performance but a 
below-average post-fi ling fi gure.

Total tax and 
contribution rate

Staff time taken 
to comply

Central Asia and Eastern Europe 
is the most reformed region since 2004, 
doing well on both pre- and post-fi ling.

South America still has the worst 
numbers, although its time-to-comply 
fi gure was the biggest faller globally.

Central America and Caribbean saw 
the biggest TTCR rise of all and the second 
longest time to obtain a VAT refund.

38.9
%

39.6
%

33.4
%

36.4
%

some parts should affect future results.some parts should affect future results.

24.0
%

47.1
%

42.1
%

52.6
%

182
hours

161
hours

230
hours

204
hours

some parts should affect future results.some parts should affect future results.

154
hours

285
hours

206
hours

547
hours

18.4
hours

27.8
weeks

16
hours

27.3
weeks

North America
below global average in time-below global average in time-
to-comply and TTCR rates.to-comply and TTCR rates.

Central America and Caribbean 
the biggest TTCR rise of all and the second 
longest time to obtain a VAT refund.longest time to obtain a VAT refund.

South America
numbers, although its time-to-comply 
fi gure was the biggest faller globally.fi gure was the biggest faller globally.

EU/European Free Trade AreaEU/European Free Trade Area
is the best-performing region across 
all elements of the post-fi ling index.all elements of the post-fi ling index.

Middle East 
payments, although VAT introduction in 
some parts should affect future results.some parts should affect future results.

Central Asia and Eastern 
is the most reformed region since 2004, 
doing well on both pre- and post-fi ling.doing well on both pre- and post-fi ling.

Asia Pacifi cAsia Pacifi cAsia Pacifi cAsia Pacifi c
pre-fi ling performance but a 
below-average post-fi ling fi gure.below-average post-fi ling fi gure.below-average post-fi ling fi gure.below-average post-fi ling fi gure.

Africa
and time-to-comply fi gures, despite 
some recent improvements.some recent improvements.

TTCR

40.5%

Number of 
payments

24

Time to 
comply

240hrs
comply 

with a VAT 
refund claim

receive
a VAT 
refund

correct a 
corporation tax 

return

complete an 
corporation

tax audit

World of difference
The order of the regions has not changed since the previous set of fi gures, with the Middle East (because of its relatively few 

taxes) having the lowest total tax and contribution rate and time to comply fi gures, and South America the highest.
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Green capital
The rapidly growing market for green bonds 
offers investors a straightforward way to boost 
their green credentials and opens up new 
sources of capital funding for issuers
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What is a green bond?
Like an ordinary bond, a green bond is a fixed income 

investment through which an investor loans money to a  

corporate or government entity, which borrows the funds for 

a defined period at a variable or fixed interest rate. Owners of 

bonds are therefore creditors of the issuer. Green bonds are so 

called because they are used to raise money for projects and 

activities that have positive environmental or climate benefits, 

although the precise definition of ‘green’ is still being shaped.

When vehicle producer Toyota issued its first 
green bond in 2014, it was entering new 
territory. No automotive business had previously 

employed a fundraising tool of this kind. Since then, the 
company has issued two further green bonds, raising 
US$4.6bn, which is being used to fund new retail finance and 
leasing contracts for low-emission and more fuel-efficient 
Toyota and Lexus vehicles.

The move at once broadened the choice of fundraising 

mechanisms for environmentally friendly products and services 

by private companies, as well as the range of industries 

involved in green bond issuances. Previously, only the energy, 

transport and infrastructure sectors had made use of the 

opportunity in a market that has seen considerable growth 

since its launch at around the time of the financial crash in 2008. 

‘Of the projects getting financed, a good proportion are 

wind and solar from a utility,’ says Suzanna Buchta, managing 

director of debt capital markets at Bank of America Merrill 

Lynch (BAML). But the industries taking part have been 

gradually diversifying in a market that increased eightfold 

between 2013 and 2016, to US$80bn, and continues to grow 

rapidly. Excluding bonds issued by organisations looking for 

internal investors within individual countries, the international 

green bond market is now worth US$100bn – perhaps 2% of 

the overall bond market.

From small beginnings in 2007 with an issuance by the 

European Investment Bank, green bonds are now a popular 

choice for issuers and investors in the public and the private 

sector. ‘There’s considerable investor demand, and every 

green bond issued has been oversubscribed,’ says Buchta.

Treasury issuances of ordinary bonds have been 

commonplace for many years. However, green bonds provide 

new opportunities and advantages for both investor and 

issuer. For the investor, they are a straightforward way to get 

involved with greener and cleantech 

sectors without too much effort, at 

least where the issuer operates in 

both brownfield and green sectors 

and issues both types of bonds. 

‘The investors have exposure to the 

issuer just as they do through any 

other bond, and they don’t need 

to understand the risks associated 

with the sector, be it solar or wind 

power, electric vehicles, or whatever. 

They get green credentials without 

working too hard,’ explains Buchta. 

Investors approve a proportion of 

their investments as green, and once 

agreement has been reached on the green bond pricing and 

interest rates, they have no need to undertake a due diligence 

process or incur new credit risk. ‘This makes it more accessible 

to all types of industry,’ Buchta says. Usually, investor terms 

for the green bond are similar to those for the ordinary bond, 

although some claim otherwise. However, this is difficult to 

prove. ‘There is some patchy evidence that green bonds have 

more favourable interest than non-green bonds,’ says Jon 

Williams, sustainable finance partner at PwC.

Pros and cons
Green bonds offer both advantages and drawbacks for the 

issuer. On the one hand, the issuer bears extra cost through 

issuing green bonds at the same price as ordinary bonds. 

Views on the extra cost differ; some believe it is minimal and 

overstated, but others argue it is a significant consideration. 

‘There are several issuance cash and resource costs, such 

as time spent putting together the green bond framework, 

the identification and ringfencing of projects, and the need 

for third-party verification,’ explains Williams. Verification and 

reporting can take place in line with either the framework 

of the Climate Bonds Initiative (a non-profit organisation 

offering green or climate bonds) or 

with guidelines in the green bond 

principles developed by BAML. 

On the plus side, the issuer gains 

access to new sources of funding. 

‘The issuer attracts different 

investors, such as industry and 

energy companies who wouldn’t 

invest in ordinary bonds. These are 

“sticky” investors, who buy and 

stay with you,’ Williams says. New 

investors from the ethical investment 

community and asset managers are 

also considering companies they 

might previously have ignored. 

‘There’s considerable 
investor demand, 

and every green 
bond issued has  

been oversubscribed’
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Market factfile
* In first-half 2017, US$55.8bn-worth of green bonds were 

issued. The whole-year market for 2017 is likely to reach 

US$130bn.

* In Q2 2017, green bond transactions accounted for 3% 

of global bond market transactions; 82 green bond deals 

were offered by 74 issuers, 50% of them first-timers.

* The five biggest issuers in first-half 2017 were France, the 

European Investment Bank, German infrastructure bank 

KfW, Bank of Beijing, and Dutch electricity utility TenneT.

Source: Climate Bonds Initiative

More information

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

A further advantage is that green bonds are a funding 

alternative that allows issuers to meet their environmental, 

social and governance (ESG) policies or comply with 

environmental legislation without any of the additional cost 

imposed by an ordinary bond or bank debt. 

However, market indicators suggest that green bonds are 

not adding volume to the overall bond market but merely 

replacing some ordinary bond issuances.

Green bonds open up an interesting avenue for investors, but 

new concerns have emerged. Voluntary initiatives such as the 

Task Force for Climate-Related Financial Disclosures are calling 

for further consideration of climate factors and risks by investors 

and corporates. Meanwhile, legislation on ESG and climate 

investment disclosure is looming across the European Union, 

potentially further boosting the green bond market. 

The problem is that definitions of green investment have 

still not been nailed down despite decades of corporate ESG 

policies. Examples of controversial ‘green’ investments include 

dams, which are often ecologically harmful, and coal-fired 

power plants that make partial use of biomass fuel. Until the 

ambiguities can be resolved through clear classification, the 

environmental benefit of much green bond investment will 

remain in doubt, providing abundant scope for ‘greenwash’. 

Legislators say that such frameworks are around the corner. AB

Elisabeth Jeffries, journalist
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Small is beautiful
The aspirations of the next generation of accounting professionals are challenging small 
and medium-sized practices, which need to innovate to compete with the Big Four

What divides the generations can also bring them 
together. A whole narrative has been built 
around how different generations, from the 

baby boomers of the post-war period through Generation X, 
millennials and Generation Z, have different aspirations and 
work attitudes. But could it be that the generations have 
more in common with each other than is generally thought? 
And how does any gap affect the accountancy profession, 
particularly those in small and medium-sized practices 
(SMPs)?

Research by recruitment consultancy Robert Walters has 

pinpointed technology and early ambition as two areas with a 

strong possibility of confl ict between generations, especially 

where an older generation is trying to manage a younger 

one. Millennials are frustrated with outdated technology and 

feel that older workers do not understand the new way of 

doing things. For their part, the older generations tire of the 

younger colleagues’ demands for rapid career progression. 

What employers and workers of all ages agree on is that 

different expectations of workplace culture, with younger 

workers looking for a less formal working environment, is also 

a signifi cant source of confl ict.

The good news from Robert Walters is that all workers 

feel able to engage with each other, so there is a great 

opportunity for the generations to come together, bringing 

their own perspectives and preferences, to create better 

workplaces and career opportunities, and a more engaged 

workforce.

However, a 2017 Deloitte study of millennials at work 

outlines how attitudes within a single generation can vary, 

making it diffi cult to attribute common characteristics to 

diverse groups. In the process, Deloitte debunks a number 

of common beliefs about this most written-about generation. 

In particular, millennials now appear to be more loyal to 

employers than previously believed.

Millennials view business more positively, as it can 

create more opportunities for them to engage with good 

causes, although business doesn’t fully realise its potential 

to alleviate some of the biggest challenges. Intriguingly, 

technology is not always seen as a positive. For some, 

technology encourages creative thinking and provides 

opportunities to develop new skills; but for others it is a 

threat to jobs and creates a sterile workplace. 

Could it be that millennials are growing up and adopting a 

more realistic attitude to the workplace? Or have they been 

shocked into a more conservative outlook by wider events? 
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Gen Next job satisfaction at SMPs

 Not satisfi ed at all
 Not satisfi ed
 Neutral
 Satisfi ed
 Very satisfi ed

Pakistan

8%
20%

39%
26%

6%

Malaysia

1%
13%

46%
35%

4%

UK

2%
8%

25%
42%

23%

Ireland

2%
16%

25%
41%

17%

Mauritius

0%
6%

36%
40%

19%

Singapore

5%
18%

38%
34%

5%

ACCA has drilled deeper into its study on the next generation 

of accountancy leaders to analyse the impact that those aged 

between 16 and 36 (a group ACCA calls Generation Next) 

will have on the accountancy profession, focusing on those 

working in SMPs. The analysis, published in its Generation 
Next: managing talent in small and medium sized practices 
report, backs up the Deloitte fi ndings but emphasises how 

attitudes can vary within a generational group.

Thinking ahead
Refreshingly, the study reveals that young professionals see 

practice as a platform for long-term career success. They may 

be mobile but they are ‘stickier’ than their Generation Next 

peers in other sectors, especially at the start of their career. 

The assertions that this generation is looking for something 

beyond just pay still hold true with those in SMPs. They are 

attracted to employers that go beyond offering just pay and 

progression opportunities to include job security and work 

fl exibility. They also want to learn and develop new skills, a 

potentially pivotal aptitude for SMPs as they seek to compete 

with the opportunities offered by the Big Four fi rms – the most 

popular destination for those looking to leave the SMP sector.

As Ben Baruch, head of SME policy at ACCA and author of 

the Generation Next study, says: ‘These trends clearly have 

implications and place new pressures on SMPs to rethink how 

they attract, develop and retain young talent. Employers must 

acknowledge that this goes beyond the pay cheque; it’s the 

whole package that matters.

‘For Generation Next, the key to retention is development: 

93% agree that the availability of opportunities to learn 

and develop skills is key to remaining with an employer.’ As 

Baruch observes, this generation is split on whether those 

development opportunities are available at their SMP: globally 

41% say their employer does not have enough roles available 

to allow for career progression, and 34% say their employer 

offers insuffi cient opportunity to achieve career goals.

So, there is work to be done by SMPs to attract and retain 

this generation. They need to not only offer a viable career 

path that provides progression backed up by training and 

development, but also get the message out there that they 

are able to do so. As John Lim, assurance, HR and training 

partner at PKF Singapore, says, his practice had previously 

had diffi culties attracting graduates but began engaging with 

local universities ‘to make our presence known, otherwise 

younger people will only know the names of the Big Four’.

Lim says that giving talks and providing an internship 

programme through these channels ‘helped to make our 

name known and as a result more students got to know us 

through word of mouth’. 
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Top factors making SMPs attractive

Opportunity to learn and develop skills

Career progression opportunities

Interesting work

Job security

 SMPs        All sectors

Financial remuneration

93%
94%

90%
92%

86%
88%

86%
87%

86%
83%

Eilis Quinlan FCCA, senior partner of Quinlan & Co in 

Ireland, says that becoming a registered training practice 

might help some SMP employers to stand out from the 

crowd. ‘I think the benefi ts of structured development should 

be made very obvious to students and the reasons why they 

should go with a registered training practice.’ To some extent, 

this is aligned with ensuring effective communication of the 

benefi ts that professionals gain from the breadth of fi nance 

experience available in the SMP sector.

However, others see the virtue in being a smaller practice, 

one that can create a very different culture from the large 

fi rms or corporates. Thomas Lee, a partner at Lee, Au & 

Co in Hong Kong, argues that SMPs in Hong Kong are in a 

strong competitive position, compared with other sectors, 

for attracting talent. ‘Being part of a smaller team where 

everyone gets on and learns from each other is exciting to 

younger people,’ Lee says. ‘We are a boutique fi rm with a 

pool of multiple talents, and our culture is very warm and 

friendly. We have a strong mentoring culture and practice so 

that new recruits will not work alone by themselves.’

Flexibility is key
Flexibility and work-life balance will always fi gure large 

when looking at how to attract Generation Next, and many 

practices have taken this on board. Mark Gold FCCA, a 

partner at Silver Levene in the UK, says: ‘We encourage 

work-life balance; we’re very much a family-orientated fi rm. 

The whole team, from junior to senior members of staff, are a 

really close bunch.’

Fiona MacNamara FCCA, a senior manager in PKF 

O’Connor, Leddy & Holmes in Ireland, agrees that fl exibility 

offered by SMPs can be a key attraction. ‘I have the option 

to work at home one day a week, and they offer that 

fl exibility to a number of employees. This helps retain more 

qualifi ed staff.’ 

MacNamara also believes it is important that SMP 

employers offer fl exibility to younger professionals studying 

outside of their day-to-day role. ‘We recently took on 

someone who had discovered that she could complete her 

qualifi cation at night while working for us in the daytime.’

However, it is technology that could prove to be the most 

signifi cant area as SMPs seek to remain relevant to new 

generations. Technology is a double-edged sword. It can help 

SMPs develop new services and place them at the cutting 

edge of innovation. But it can also replace many jobs, often 

those that new entrants would have carried out in the past.

According to the ACCA study, 50% of Generation Next 

employees working for SMPs believe that technology will 

replace many entry-level roles in the accounting and fi nance 

profession, a view that was broadly aligned with the global 

average response. But the fl ip side is that 80% of Generation 

Next employees in SMPs agree that technology will enable 

fi nance professionals to focus on higher value-added activity. 

This is a balancing act that requires all generations to pull 

together and fi nd common ground.

As Lee says, his fi rm is keen to learn from the younger 

generation, which involves providing younger staff with a 

degree of freedom and fl exibility: ‘We always try to fi nd a 

new way of doing things,’ he says. ‘It’s about exploring new 

business opportunities and developing new services for 

clients. It’s also giving staff the freedom to explore their own 

projects, and, if you like, supporting entrepreneurialism, which 

benefi ts us and benefi ts them.’ AB

Philip Smith, journalist

More information

Find out how ACCA’s Ethics and Professional Skills module, 
introduced into the qualifi cation in 2017, is helping ensure 
fi nance professionals of the future are equipped with the 
skills needed by employers in the 21st century workplace, at 
future.accaglobal.com/
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Grab the roadmap
CFOs in technologically innovative industries are out of the room when their 
colleagues are making decisions about early-stage R&D 

Despite the idea that CFOs are increasingly acting 
as business partners, they seem to have a blind 
spot over research and development (R&D). This 

is strange given the importance of investment for strategic 
direction and financial performance. 

The absence may be caused by a belief that CFOs don’t 

have the skills or background to make a meaningful 

contribution to project selection. Or they may just 

have been overlooked in the first place. 

Research by the Institute of Management Accountants (IMA) 

and ACCA found that R&D managers believe the finance 

team’s involvement in early-stage project evaluation may stop 

or slow down authorisation. The report, The CFOs’ guide to 
technology roadmapping, noted that: ‘Finance should not 

be invited to be involved in the early stages because they 

are less likely to encourage highly risky projects.’ R&D want 

some projects to fail, as it proves that their selection 

was ambitious. 
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Drawing up the map
Step 1 CFOs should use TRs as a tool to ensure the business 

has a disciplined, standardised and consistent approach to 

evaluating early-stage projects. Understanding which projects 

are high risk and which are low will enable business to invest 

across the risk range to achieve the desired rate of return. 

Step 2 CFOs can use the TR to facilitate a dialogue with 

C-suite colleagues using five questions: What is the problem? 

Why should we invest in this solution? Is the timing right? 

Have alternative funding sources been considered? What are 

the risks? This should overcome the problem described by 

one R&D executive as ‘developing a Cadillac when a Chevy 

would have done’. 

Step 3 Ongoing performance evaluation is a crucial role for 

CFOs in R&D where engineers and scientists are likely to be 

overly optimistic and biased about their work, and may not 

flag up difficulties or setbacks that threaten the project. The 

CFO can use the TR to identify projects that should be shut 

down or that require extra resources in the short term to 

achieve a successful conclusion.  

The study focuses on the capital-intensive semiconductor 

industry – which globally spent US$56.4bn on R&D in 

2015. While the finance team is absent when projects are 

selected, it participates in the development stage of project 

evaluation. In semiconductor companies, after the proof of 

concept has been established, CFOs prepare a business case 

to decide whether to continue to fund development or to 

terminate. Then one of finance’s favourite methodologies – 

the discount cashflow analysis – is deployed as part of the 

decision process. 

However, the research stage is so high risk and speculative 

that a net present value (NPV) calculation is considered 

a waste of time. A CFO of one of the largest integrated 

device manufacturers explained: ‘You don’t typically do NPV 

calculations on research because it is highly speculative 

and high risk. At some point, probably five years from when 

we think it will be in production, we will start doing a more 

formal analysis on it. By then you are starting to look at 

whether it will turn into something you can get a return on.’

Gradual shift
Although few CFOs are currently 

involved in the early stages of 

project evaluation, the report 

suggests that in several leading 

firms there is a gradual shift in 

thinking about their role. They 

see that role as evolving into 

one in which the CFO can help 

the organisation to take a more 

disciplined approach to project 

evaluation. For instance, one CFO 

explained that the role should 

focus on facilitating better project 

evaluation processes, which requires 

the CFO to be prepared to ask 

difficult questions: ‘I don’t want 

finance people telling the technology people, “we should go 

and do that technology”. That is not their job.’

He said that even when a CFO agrees with a strategy, 

they should challenge it. The problem, he says, is that 

executives often believe they understand the organisation’s 

risk tolerance. Questioning can help to reveal the different 

attitudes that those involved in project evaluation hold 

towards risk.

Report author Jodie Moll PhD, senior lecturer in accounting 

at Manchester University, argues that an industry technology 

roadmap (TR) would provide a basis for the CFO to work with 

R&D right at the early stages of project evaluation.  

The CFO can use the 
technology roadmap 

to identify projects 
that should be shut 

down or that require 
extra resources in 

the short term

Industry-specific and organised 

industry-wide by the International 

Roadmapping Committee (IRC), a 

TR is designed to prevent technical 

roadblocks and identify growth 

opportunities. A decision-support 

tool, TR helps identify the risk of a 

particular R&D path.

The problem is that for CFOs 

without a scientific/technical 

background much of the TR appears 

indecipherable. But Moll argues the 

TR is accessible to CFOs through 

visual maps, allowing users to 

understand industry forecasts and investment opportunities 

for a specific technology. A colour scheme gives a rapid 

overview: colour 1 means a solution exists; 2 – interim 

solutions are known; 3 – manufacturable solutions are known; 

4 – manufacturable solutions are not known. Once finance 

understands TRs, Moll says, it can use a three-step process to 

integrate them into a project appraisal process (see box). 

By grabbing the TR, CFOs can use their skills to minimise 

the chances of their company’s R&D being dysfunctional. It’s 

time CFOs were back in the room from the start. AB

Peter Williams, journalist
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Confidence boost

Watch Dr Rob Yeung’s video on 
achieving the right level of confidence 
at bit.ly/Y-confidence

Setting confidence levels
While low levels of confidence can be problematic, very high levels may not be ideal 
either. Our talent doctor Rob Yeung analyses the evidence on how to get it right

may reduce people’s ability to succeed: 

for example, overconfidence may make 

them less able, or less willing, to learn 

from their own mistakes.

An important research study led by 

Stanford University scientist Emily Pronin 

suggested that up to 80% of people 

consistently rate themselves as better 

than average across a wide variety of 

skills and domains of knowledge. Clearly, 

that’s statistically impossible. So the 

likelihood is that most of us overestimate 

ourselves in some respects. 

The only way to find out how good 

you really are is to seek feedback 

from knowledgeable colleagues – ask 

them for candid comments about your 

performance. 

However, be certain to avoid justifying 

or explaining your behaviour or you will 

come across as defensive and closed-

minded. If you are genuinely committed 

to enhancing your performance, you 

must accept the validity of people’s 

views; it is your responsibility to develop 

your skills and change your behaviour 

until others agree they have seen real 

changes in how you perform. 

One technique that has been shown 

to boost people’s confidence and 

performance in high-pressure situations 

is visualisation. Effective visualisation, 

however, is not just a case of imagining 

what it would look like to perform 

strongly in a presentation or meeting.

In one scientific study, volunteers 

were recruited to participate in a 

How confident would you say you are 
on a scale of 1 to 10? Suppose that a 
1 means that you experience immense 
anxiety and self-doubt and a 10 on 
the other hand indicates that you are 
supremely comfortable in all areas of 
your life. What score would you assign 
to yourself?

Clearly, low levels of confidence can 

be problematic. People with low self-

confidence may have trouble speaking 

up at work, making an impact during job 

interviews and so on.

However, very high levels of 

confidence may not be ideal either. For 

example, studies by researchers such as 

Randall Colvin at Northeastern University 

in Boston, US, suggest that highly 

confident individuals typically make a 

good first impression; however, over 

time they have a tendency to talk about 

themselves and dominate conversations 

so much that they may alienate people. 

A fine balance
In my latest book Confidence 2.0: 
The New Science of Self-Confidence, 

I review research evidence looking 

at the relationship between people’s 

confidence and their performance. 

In both social as well as professional 

situations, there may be an inverted-U 

relationship between confidence and 

performance. People who have very low 

confidence can boost their performance 

by improving their confidence. However, 

the benefits of improved confidence 

may peak at around a score of 6 or 7 

out of 10. After that, there may be an 

inverse relationship between further 

confidence and performance. In other 

words, very high levels of confidence 

Very high levels 
of confidence 

may reduce 
people’s ability 

to succeed; their 
overconfidence 

may make them 
less willing to learn
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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

he agreed to move me onto a permanent contract, 

but he was clearly reluctant to do so. I still feel that he 

is intensely critical of me and I’m very unhappy. How long 

do I need to stick with the job before I can move on?

A There is no right answer as to how long you must stay in a job 

before moving on. I have known individuals who have stayed for as 

little as a few months. Typically, they could show a track record of exemplary results 

and were lured away by executive search fi rms offering signifi cantly larger or more 

exciting opportunities that justifi ed changing jobs so quickly. More usually, though, 

many employers think it is acceptable for prospective candidates to move on after 

around a year or 18 months, so long as they can tell a compelling story about what 

they learned and accomplished.

However, if I were coaching you, I would suggest that you fi rst make a more 

determined attempt to resolve the issues with your existing line manager and 

colleagues. You say that your line manager was ‘reluctant’ to keep you on: what 

reasons did he give exactly? If you cannot answer that question with a list of the 

problematic actions or inactions that your line manager perceives you to have 

committed, then I would argue that you have yet to identify his underlying concerns.

Set up a meeting with your line manager and give him the opportunity to talk about 

what he thinks are your weaknesses and wrongdoings. Avoid trying to explain or 

defend yourself. Simply listen and take copious notes. This way, you may still be able to 

rectify the issues, improve your working relationships and maybe even enjoy your job.

Tips for the top 
It is often said that your fi rst month or so at a new company is a critical time, which 

will determine your career trajectory within the organisation. To set yourself up for 

long-term success, adopt the following approach during your fi rst month:

* Avoid assuming anything. There is rarely only one correct way of doing things. 

The way you are used to working may be different from what is considered 

correct in your new team. Your colleagues will tolerate more questions from you 

during your fi rst weeks.

* Keep your ideas to yourself. Even if you can see 

problems that need fi xing, remember that you are 

a newcomer. You must build up your credibility 

over time before your colleagues will take your 

recommendations seriously.

* Focus on being likeable. Even if you are quite 

introverted by nature, make it a priority to 

socialise and get to know your colleagues. Success 

at work requires not only technical skills but strong 

working relationships too.

Dr Rob’s talent clinic

Q I joined my current employer 

seven months ago. The fi rst 

three months were very diffi cult 

and my line manager extended my 

probation period. Three months later, 

mock interview. All of the participants 

were given a booklet of 10 interview 

questions and asked to write down 

answers to questions such as ‘Tell 

me about yourself’ and ‘What are 

your major strengths?’

Next, half of the participants 

were told to visualise themselves 

answering the 10 questions. The 

other half were asked to sit 

quietly for a similar length of time.

When the participants were then 

interviewed, those who had practised 

visualisation reported feeling less 

nervous. Perhaps more importantly, 

these visualising participants were also 

rated more highly by the interviewers.

Before you start visualising though, 

bear in mind two major caveats. The 

study suggests that visualisation works 

when you have done proper preparation 

beforehand. Simply envisioning a 

successful interview, presentation or 

meeting won’t work. 

In addition, the participants who 

visualised a successful interview spent 

between 10 and 20 minutes imagining 

how a successful interview would look 

and feel. It wasn’t merely a technique 

that they did in seconds or a few 

minutes. It took a real investment of 

time to be benefi cial. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk.

Until 28 February AB readers can get 

20% off the cost of his new book by 

redeeming the code CONFIDENCE at 

guardianbookshop.com. 
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Reach for the stars 
Important lessons can be learned from NASA about team values, even if you’re  
not in the business of space exploration, says Paul Sean Hill

NASA’s mission control 
is known for building 
generation after generation 

of high-performing teams that have 
protected astronauts while achieving 
stunning successes in space. The 
real key to preserving that level of 
performance has always been less 
about rocket science and more 
about the culture and leadership 
values we stewarded in those 
teams as fiercely as we protected 
the astronauts. 

However, like managers anywhere, 

as we were promoted away 

from the rocket science, our days became consumed with 

real and necessary business and personnel-management 

responsibilities. We often fell into management practices that 

were not only inconsistent with our own enabling culture and 

values but that also led to preventable mistakes and failures. 

As NASA discovered after the three accidents that 

cost astronauts’ lives, the good intentions of proven 

senior managers were not enough to prevent top-down 

management practices from masking the warning signs that 

precede failure.

After more than 40 years developing such incredible 

working-level teams in the mission control room, we learned to 

deliberately apply the key cultural and leadership values in our 

management roles. And just like in mission control, reflecting 

the values in our behaviors and management practices 

delivered similar results: highly-reliable decision-making and 

top performance in critical situations. 

Rather than waiting for your own brush with failure and 

searching for ideas, use our transformation to set out on 

your own. Leverage the cultural and leadership values 

that are key to mission control’s success, both in flying in 

space and in management practices. After all, the real 

destination has nothing to do with rocket science; it is to 

enable a leadership environment that inherently strengthens 

your performance.

Any management team can repeat our transformation, 

leverage the mission control values and enhance their 

Rather than waiting 
for your own 

brush with failure 
and searching 

for ideas, use our 
transformation to set 

out on your own

team performance by taking the 

steps outlined (see ‘Small steps 

for man’, left). 

Fortunately, leaders aren’t left 

to invent the underlying ideas 

on their own when their teams 

struggle to understand how this high-

trust environment can help them. Do 

what we did and explore the ideas 

that great thinkers have already made 

available. Mission control’s leadership 

team transformation was helped 

tremendously in this way through 

management-team roundtable 

reviews of the following books:

* What Got You Here Won’t Get You There, Marshall 

Goldsmith 

*    The Speed of Trust: The One Thing that Changes 
Everything, Stephen M.R. Covey

*     Leading Change, John P. Kotter

* Good to Great: Why Some Companies Make the Leap... 
and Others Don’t, Jim Collins

* Built to Last: Successful Habits of Visionary Companies, 

Jim Collins and Jerry I. Porras

The key is open and thorough dialogue to internalise the ideas 

and apply them to your behaviours and management practices 

through open team discussion. Then make management-

practice changes that are specifically intended to continue 

the leadership transformation. In time, just like the high-trust 

leadership environment itself, the willingness to critically 

evaluate ongoing practices and an openness to change can 

take root as part of the culture at all levels of an organisation.

Failure is always an option, and so is choosing to lead your 

team into a leadership environment that helps them avoid 

catastrophe and pull off miracles. Like mission control, you can 

take them there. 

Lead deliberately and lead well. It ain’t rocket science. It’s 

much more difficult and much more important. AB

 

Paul Sean Hill is a former NASA flight director, retired director of 

mission operations for human spaceflight, and author of Mission 
Control Management, published by NB Books 
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Small steps for man
Create a high-trust environment

* Align the team to a common 

purpose and prioritise 

strategies and decisions on 

how well they contribute to the 

team’s success. 

* Practise full transparency in all 

discussions and decision-making, 

from the leader to the team, 

among peers on the team, and 

in the team’s interaction with 

the leader. All cards are face up 

on the table for the full team in 

every decision.

* Allow and expect every member 

of the team to engage on 

every subject. 

Train how you fly, fly how you train

* Say what you mean. There 

can be no unmentionable or 

undiscussable concerns. Rely 

on the alignment to purpose 

and values to preserve full 

transparency and get through 

any uncomfortable discussions.

* Do what you say. Take deliberate 

action based on the conclusions 

reached in this high-trust team. 

Reinforce values and trust

* Discuss the need for transparency, 

value alignment and engagement 

across the team.

* Deliberately assess individual 

and team behaviours and 

management practices against 

these values.

* Explore new ideas and remain 

open to behaviour changes 

that enhance this high-trust 

environment.
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Knowing when to stop
With our virtual world turning working hours and office attendance into an altogether 
more fluid affair, David Parmenter offers guidance on how not to be a workaholic

are heroes working nonstop for 

14 hours, but in reality we are going 

nowhere quickly. Always take breaks.

* Take special care of your high-

performing staff. These driven 

employees will at some point burn 

out, and then you get the surprise 

resignation. When running General 

Electric, Jack Welch extracted 

every bit of value out of staff and 

managers. But at the same time, he 

would enable staff who had already 

collected a pile of ‘I owe you’ chits 

to take time out to recover their 

work-life balance before pressing 

on.  

* Look for a safe haven. Schedule 

more time in your diary for finding 

and nurturing relationships, hobbies 

and sports that will make your life 

more meaningful. This is particularly 

important when you are faced 

with redundancy. It happened to 

Sir Winston Churchill on three 

occasions. Each time he cocooned 

himself at his secluded residence at 

Chartwell in Kent. 

The next time a deadline comes 

up, make sure it is going to mean 

something. Otherwise it is far better to 

go home earlier and visit that elderly 

neighbour or help charge someone’s car 

battery. It is these gifts of time that will 

be remembered, that will make your life 

richer and more meaningful. AB

David Parmenter is a writer and 

presenter on measuring, monitoring and 

managing performance

Some of the greatest discoveries ever 
made have been the byproduct of 
workaholics, but there are also many 
people out there who just can’t stop 
working, regardless of the quality of 
the output.

While at the extremes this can be 

a very serious condition, there are a 

number of borderline workaholics who 

could benefit from taking a step back 

and re-assessing their priorities. 

Borderline workaholics in 

management positions can be 

dangerous, as they will suck their staff 

into the vortex of their meaningless 

pursuits. They can be the worst 

managers but the best talkers.

But on your death bed, will all the 

meaningless deadlines that drove you, 

those reports you worked on at 3am that 

nobody read, mean that at your funeral 

there will be an outpouring of respect?

Many of us are task-driven. We 

are motivated to succeed no matter 

how stupid or meaningless the target 

is. We feel we will get a great deal 

of satisfaction from it and yet, on 

completion, were we not disappointed 

Avoid working 
through lunch. 

Eating ‘al desko’ 
signals that you 

are not on top of 
things, or worse, 
lack perspective

by the fleeting moment of pleasure?  

Here are some mitigating steps to take 

if you feel that you’re heading down the 

slippery slope. 

* Look at deadlines carefully before 

committing to them. Are they going 

to make a difference? Are they 

connected with the organisation’s 

critical success factors? If not, they 

might not be that important.

* Ensure your team has regular 

meetings somewhere outside 

the office. You get a different 

perspective when you get together 

in cafes or other public spaces. Get 

away from your prison and mingle 

with real life. 

* Avoid working through lunch. Eating 

‘al desko’ signals that you are not 

on top of things, or worse, lack 

perspective. You need a break in 

times when you feel that is the last 

thing you can afford to do – again, 

to get a clearer perspective on the 

issue at hand. Consider scheduling 

lunches with people you either 

need to work with better or should 

network with. We may all think we 
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Deferred tax is back
In the light of the IASB’s focus on producing more useful information for investors, 
deferred tax seems at odds with this approach. Adam Deller outlines the debate

The central theme of the current work 
plan of the International Accounting 
Standards Board (IASB) is ‘Better 
communication in financial reporting’. 
In the past few months, this column 
has considered the varying ways the 
IASB is applying this – to the disclosure 
project, the definition of materiality, 
the format of primary financial 
statements and the proposed changes 
to the Conceptual Framework.

In November 2017, the IASB held 

its annual research forum. Most of 

the discussion unsurprisingly centred 

around topics linked to this principle of 

improved communication. An interesting 

addition to the research topics was a 

discussion on deferred tax. This was 

an unexpected topic, as the IASB has 

decided not to change IAS 12, Income 
Taxes, in respect of deferred tax and it 

sits nowhere in the current work plan.

IAS 12 covers the accounting 

treatment for both current and deferred 

tax. Current tax relates to the entries to 

be made in respect of the estimated tax 

liability from the current year’s tax return 

to be filed. Deferred tax arises where 

there are taxable temporary differences 

in the carrying amount of an asset or 

liability in the statement of financial 

position and its tax base. Therefore 

deferred tax assets or liabilities are 

recognised if they represent the future 

tax consequences of events that are 

already in existence.

The concept and practical application 

of deferred tax has been a source of 

much debate and criticism for many 

years. Academics Arjan Brouwer and 

Ewout Naarding produced a research 

paper at the forum that questions the 

decision not to re-examine IAS 12, 

especially in the light of the IASB’s focus 

on better communication. Here are 

some of the arguments raised in this 

discussion and other concerns raised 

over the treatment of deferred tax. 

Consistency in recognition
As deferred tax is defined by looking 

at the carrying amount of an asset or 

liability in relation to its tax base. This 

shows a focus on financial position in 

the application of deferred tax. Having 

a financial position focus is consistent 

with the Conceptual Framework, even 

though this focus is not always popular, 

particularly with accounting students, 

who often struggle with the definitions 
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tax liability would therefore be created. 

From a matching perspective, this 

makes sense, as the entity will never 

be able to recognise the fair value gain 

recorded without incurring tax on that 

gain. While this makes sense from a 

matching perspective, does the entity 

have a present obligation to transfer an 

economic resource? If the entity has no 

intention to sell the asset, it could be 

argued that it doesn’t. 

Instead of showing the deferred 

tax as a liability, commentators have 

suggested simply showing the gain net 

of tax. This would have the effect of 

only recording the net gain to the entity, 

and not reflecting a liability. This is 

currently not in line with the accounting 

treatments for non-current assets or 

tax so cannot be done, but it could 

be argued that as the payment of the 

liability is very unlikely, the presence of a 

deferred tax liability may be misleading.

This seems to represent a slight 

conflict with some key principles in 

the Conceptual Framework: not to 

recognise any potential tax impacts on a 

remeasurement gain would show a gain 

but omit any potential costs associated 

with the gain. Recognising a liability with 

a low probability of any payment may 

also not represent relevant information.

The Conceptual Framework exposure 

draft does state that ‘users of financial 

statements may, in some cases, not find 

it useful for an entity to recognise assets 

and liabilities with very low probabilities 

of inflows and outflows of economic 

surrounding which tax base to apply 

to items. 

In addition, it could be questioned 

whether deferred tax assets and deferred 

tax liabilities really satisfy the definitions 

of assets and liabilities. The proposed 

definitions according to the Conceptual 

Framework exposure draft are:

* an asset is a present economic 

resource controlled by the entity as 

a result of past events

* a liability is a present obligation of 

the entity to transfer an economic 

resource as a result of past events.

Cases can be made to show that 

deferred tax assets and liabilities do 

meet these definitions, but equally 

cases could also be made to question 

whether entities do indeed have present 

obligations in terms of deferred tax 

liabilities recognised.

One of the most common deferred 

tax liabilities arises from the differences 

between the depreciation charged on 

a non-current asset compared to the 

capital allowances given for that asset. 

In situations where capital allowances 

exceed the depreciation charged, this 

will result in a deferred tax liability. The 

principle behind this is a sound one, 

as the entity will receive fewer capital 

allowances in the future, resulting in 

higher tax charges. This tax will only 

be payable based on the entity’s future 

profits, so critics often suggest that 

there is no present obligation to settle 

this liability, as the entity may not make 

any taxable profits.

A much more contentious issue 

revolves around adjustments to fair 

value. An entity using either the 

revaluation model for a non-current 

asset, or a parent company making 

fair value adjustments to assets on 

the acquisition of a subsidiary, may 

recognise a fair value gain if the asset 

value increases. This would increase the 

difference between the carrying amount 

of the asset and its tax base. A deferred 
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signifi cantly overstated in the fi nancial 

statements. This also puts IAS 12 in 

confl ict with other standards, such as 

IAS 37, Provisions, Contingent Liabilities 

and Contingent Assets, which states that 

long-term provisions must be discounted 

to refl ect the time value of money.

There is often a weak relationship 

between deferred tax balances and 

future cashfl ows. Deferred tax items are 

often very long term, or the settlement 

of the liability may have a very low 

probability if it arises from fair value 

gains. In the light of the IASB’s focus 

on producing more useful information, 

deferred tax does seem at odds with 

this approach. It is questionable as to 

how much value the accounting for and 

disclosures surrounding deferred tax 

produces for investors. 

When it comes to the information 

investors regard as useful in relation 

to tax, it would appear reasonable 

benefi ts’, which could be argued to be 

the case here with the deferred tax on 

revaluation gains. 

While the Conceptual Framework 

does seem to suggest that the 

recognition of some liabilities with a 

low probability of outfl ow is not useful, 

IAS 12 explicitly states that a deferred 

tax liability must be recognised for all 

temporary timing differences. While a 

deferred tax liability must be recognised 

wherever the carrying amount exceeds 

the tax base, a deferred tax asset has 

a probability criterion attached to it, 

stating that there must be suffi cient 

projected future taxable profi ts to be 

able to recognise the deferred tax asset. 

The IASB has already addressed 

this issue in relation to its work on the 

Conceptual Framework, stating that 

there is asymmetric prudence within 

certain accounting standards, and that 

this should be allowed to remain.

Consistency in measurement
Many deferred tax items, particularly 

liabilities, are long term and will 

be settled in over 12 months. The 

Conceptual Framework exposure draft 

states that fair value should refl ect the 

time value of money. Under IAS 12, the 

discounting of deferred tax items is 

explicitly prohibited. 

The reasoning behind this is because 

it could be inherently complex to do 

and may not provide useful information. 

While this may well be true, it may mean 

that deferred tax liabilities could be 

to assume that most users are more 

interested in the current tax position 

and any future cash impacts relating to 

tax. The current deferred tax disclosures 

do not show this information clearly. 

From the deferred tax accounting and 

disclosures under IAS 12, users would 

not be able to assess whether there is a 

future cash impact, the estimated timing 

of that impact or the likelihood of the 

event arising.

Some commentators believe that 

deferred tax accounting isn’t fi t for 

purpose and that it provides limited 

usefulness. They often argue that users 

would be more interested in an entity’s 

tax policies and governance rather than 

the deferred tax information. Given the 

IASB’s focus on useful disclosure, the 

disclosures around tax seem to be an 

area that could be looked at further.

While the removal of deferred tax 

is likely to remain wishful thinking for 

accounts preparers and accounting 

students everywhere, there are surely 

enough inconsistencies between IAS 12 

and other areas of corporate reporting 

for the IASB to consider taking action. 

Maybe the topic’s inclusion within the 

research forum could lead to just that. AB

Adam Deller is a fi nancial reporting 

specialist and lecturer

Some believe 
that deferred tax 
accounting isn’t 

fit for purpose and 
that it provides 

limited usefulness 
to investors
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European Union

VAT online
The EU’s Council of Ministers has 

approved e-commerce VAT law reforms 

(proposed in December 2016) to help 

small businesses and consumers buy 

and sell goods online across European 

national borders. The new rules will 

simplify VAT for startups, micro, small 

and medium-sized businesses selling 

goods to consumers online in other 

EU member states. VAT on cross-

border sales under €10,000 a year will 

be processed under the rules of the 

vendor’s home country, rather than 

those of the final consumer. Large 

online marketplaces will be have collect 

VAT on sales they facilitate by non-EU 

companies to EU consumers. 

Africa

Tax data swapping
The Global Forum on Transparency 

and Exchange of Information for Tax 

Purposes has launched a series of 

initiatives to help African countries 

implement Organisation for Economic 

Cooperation and Development (OECD) 

international tax data swapping 

standards. The forum has staged 

seminars for government officials in 

Nigeria, Tunisia and Togo. 

Australia

Risk reduction insurance
The Australian Accounting Standards 

Board (AASB) has proposed that public 

sector risk-reducing measures should 

be covered by insurance-focused 

financial reporting rules. It highlights, 

for instance, how governments 

might subsidise insurance policies, 

compensate accident victims, and 

insist that programmes are assessed 

by actuaries to see whether funding 

can cope with potential risk. Such 

policies or programmes are not covered 

by the Australian standard AASB 17, 

Insurance Contracts. 

India

Shell company definition
The Institute of Chartered Accountants 

of India (ICAI) is to legally define 

shell companies so the government 

can control or close them down. The 

ICAI, which is the audit regulator, 

may press for changes to the 

Companies (Auditor’s Report) Order 

to allow statutory auditors to certify 

operationally dormant businesses, 

according to newspaper reports posted 

on the ICAI website.

International

Tax revenues boost
An action plan from the Global Forum 

on Transparency and Exchange of 

Information for Tax Purposes has called 

on the G20 economies and non-profits 

to help emerging markets implement 

the OECD standard on automatic 

exchange of tax information as a way to 

‘secure sustainable domestic revenue’. 

United States

Steamship tax break sunk
The US Financial Accounting Standards 

Board has announced an end to a tax 

break for US steamship companies, 

which had been allowed to defer taxes 

on statutory reserve deposits made 

before 15 December 1992. Companies 

previously had 25 years to spend the 

money or forfeit the tax deferral. AB

Keith Nuthall, journalist

In the EU’s black books
The European Union’s Council of 

Ministers has published a blacklist of 

jurisdictions it thinks do not cooperate 

sufficiently with international efforts to 

reduce tax evasion. They are: American 

Samoa, Bahrain, Barbados, Grenada, 

Guam, South Korea, Macau, the Marshall 

Islands, Mongolia, Namibia, Palau, 

Panama, Saint Lucia, Samoa, Trinidad 

and Tobago, Tunisia and the UAE. These 

jurisdictions may now face EU ‘defensive’ 

measures, such as additional taxation on 

trade and investment. 

A monthly update of the latest developments in financial reporting, taxation 
and legislation from the European Union, the OECD and elsewhere

Technical update
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Due recognition
Financial reporting is struggling to keep pace with the way companies operate – a 
struggle reflected in the patchy treatment of intangible assets. Richard Martin explains

Finally, even when the six tests are 

met, the accumulation of the cost of the 

investment begins only at that point, 

and any past expenditure getting it to 

that point must remain written off. 

On the other hand, if intangibles 

are purchased directly or as part of 

a business combination, they may 

be recognised as an asset at their 

fair value at the date of acquisition. 

As a result, under IFRS 3, Business 
Combinations, not only are licences and 

R&D recognised, but customer-related 

intangibles such as brands, relationships 

and customer lists are also often 

included on the balance sheet. 

Two examples should suffice to 

indicate the current state of affairs. In 

2016 Samsung spent heavily on R&D 

but recognised less than 5% of that 

spend as an asset; therefore 95% of 

the company’s R&D spend seemingly 

added no value. And pharma company 

Novartis spent over US$9bn on internal 

R&D (none of which was capitalised) 

while including over US$38bn of 

acquired product-related intangibles.

There is a large and widening gap 
between the market values of 
companies and their book values. 
Companies’ net book values may, 
according to one estimate, account 
for just 15% of market capitalisation. 
This is the ‘intangibles gap’ that some 
assume is made up of intangibles that 
accounting doesn’t recognise as assets.

The gap correlates with the modern 

trend in many economies away from 

investment in property, plant and 

equipment and inventory, and towards 

building businesses around intangible 

items such as brands, know-how, 

software or workforce talent. 

While financial statements have never 

claimed to be business valuations, 

the extent of the difference raises the 

question of whether current financial 

statements recognise fewer intangible 

assets than they should. 

Of course, many of these intangibles 

may not even be controlled by an entity, 

their costs are difficult to track and 

their values hard to assess – all very 

good reasons for not recognising them 

as corporate assets on the balance 

sheet. Accordingly, we should not get 

carried away and conclude it would 

be a good idea if financial statements 

started revaluing brands or a company’s 

workforce from year to year.

But what about the intangibles that 

financial statements can recognise? The 

current IFRS Standards deal with similar 

intangibles very differently, depending 

on whether they are internally 

generated or are purchased/acquired in 

a business combination. 

Internally generated intangibles are 

restricted to the development costs of 

new products and services – everything 

else has to be written off as incurred, 

whether that is research, marketing 

campaigns or staff training. 

In IAS 38, Intangible Assets, there 

are six tests to meet before even 

development costs can be recognised 

as an asset. This gives considerable 

discretion to companies that spend on 

research and development (R&D) as to 

the degree to which development costs 

are expensed. 
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In short, all does not seem well with 

IAS 38. The indications are that many 

companies that should capitalise do 

not do so, and that some of those that 

do should not. So you might conclude 

that reporting outside of the financial 

statements will be more effective at 

communicating the development of a 

business in terms of R&D. 

Certainly the research shows that 

there is a good deal of coverage of 

the issues in the narrative sections of 

the annual report. There seems little 

difference in the quantity of reporting 

between the ‘expensers’ and the 

‘capitalisers’. The former do not say 

much more in the front half of the 

annual report to make up for the lack of 

assets in the financial statements.

Some of the requirements or 

Calling it what it is
ACCA has been doing research to get 

a better picture of the situation, looking 

at listed companies worldwide that 

have used IFRS since 2005. While the 

study is not yet complete, some early 

findings have emerged. For a start, 

only a distinct minority report any R&D 

expenditure at all. Most companies 

either don’t spend to improve their 

products or services, or (more likely) call 

it something else. 

Of the companies in the sample that 

do disclose R&D, 62% write all of it off 

as an expense; only 38% report it as 

any kind of asset. This implies that all 

that expensed spend creates no value 

for the company, which seems unlikely. 

Alternatively, the tests in IAS 38 have set 

the bar so high it is difficult to recognise 

assets. Or perhaps management finds 

immediate write-off the most convenient 

way of accounting, and the six tests 

allow them to do this every time. 

The indications from the research are 

that most of these companies could 

capitalise to some extent.

Indeed the decision to capitalise or 

not seems to be driven by factors other 

than those set out in IAS 38. So, for 

example, we find that larger companies 

tend not to capitalise, as do those where 

R&D is most material and, significantly, 

where there is an association with 

earnings management. 

systems for wider corporate reporting 

encourage companies to talk about 

the development of new products and 

processes in their reports. For instance 

the Integrated Reporting Framework 

emphasises the need to look beyond 

financial and manufactured capital to 

the development of intellectual and 

human capital and their contribution to 

the business’ value creation.

So there seems to be another issue 

besides the intangibles gap. The R&D 

costs of new products and processes are 

intangible assets and should already be 

helping to fill the gap, but there may be 

much less than there should be. 

The International Accounting 

Standards Board (IASB), which sets 

IFRS Standards, should be addressing 

the implications, the anomalies in the 

accounting for intangibles and whether 

or not standards are overly restrictive on 

the recognition of certain intangibles. AB

Richard Martin, ACCA head of 

corporate reporting

The indications 
are that many 

companies that 
should capitalise 
R&D do not, and 

that some of those 
that do should not
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Back to basics
In this latest article in the series ‘all you needed to know but were too afraid to ask’, 
we explain what bitcoin is and what its potential might be 

preferring to invest in blockchain and 

other financial technology (‘fintech’).

Jamie Dimon, chief executive of 

JPMorgan Chase & Co, a financial 

services company with assets of US$2.6 

trillion, made headlines when he was 

reported as saying that bitcoin was ‘a 

fraud’ and would eventually ‘blow up’.

‘The currency isn’t going to work,’ 

Dimon was reported as saying. ‘You 

can’t have a business where people 

can invent a currency out of thin air and 

think that people who are buying it are 

really smart.’ 

Others in financial services are open-

minded about bitcoin’s potential. In 

2016, Mark Carney, governor of the 

Bank of England, said in a speech that 

a distributed ledger/blockchain for 

everyone could open the possibility 

of creating a central bank digital 

currency. Doing so could give people 

direct access to ‘the ultimate risk-

free asset’ and perhaps ‘abruptly 

re-shape banking,’ Carney said. But 

he cautioned that before the Bank 

of England would use blockchain 

or bitcoin, it would need assurance 

that blockchain distributed ledger 

systems were secure, fast and reliable. 

‘The payments system we oversee 

processes half a trillion pounds of bank 

transactions, equivalent to around a 

third of annual GDP, each day,’ he said.

Bitcoin and related technologies 

may create business opportunities 

for financial firms. Accounting firms 

are keen to advise businesses on 

blockchain and bitcoin technology. 

Some are even using bitcoin. At the 

start of 2017, EY Switzerland allowed 

its clients to pay invoices for auditing 

PwC and EY both announced last 
year that they had accepted client 
payments in bitcoin. Amazon has 
indicated it may soon do the same. 
According to reports in the media, 
Amazon has registered three new 
website domain names related 
to ‘cryptocurrency’ (amazonethereum.
com, amazoncryptocurrency.com and 
amazoncryptocurrencies.com), a clear 
sign of intent.

Virtual currencies are now reaching 

the mainstream. They have already 

changed the payment industry and 

how individuals and businesses 

transact. But with so many conflicting 

opinions about bitcoin, it can be hard 

to work out its benefits and potential. 

Will it replace money and how is it 

affecting business? 

What is it?
Bitcoin is a digital or ‘cryptocurrency’. 

Individuals and businesses can use 

it to buy things and transfer value 

without intermediaries such as banks. 

Transactions are encrypted and time-

stamped. The currency was created 

in 2009 by Satoshi Nakamoto − a 

pseudonym. The individual’s identity is 

still being debated.

In the last few years, the interest in 

bitcoin has burgeoned. Bitcoin’s global 

market is worth billions of pounds. At 

time of going to press, one bitcoin was 

worth more than US$14,452, with many 

investment experts believing that it is a 

bubble waiting to burst.

Coin owners can transfer its value to 

anyone else in a ‘chain’ of transactions, 

which form a block. These blocks form 

a ‘blockchain’ − a digital ledger that 

Regulating the 
bitcoin industry 

would be tricky, as 
digital currencies 

have thrived on 
the ability to be 

bought and sold 
anonymously

can record and verify transactions, such 

as bitcoin, legal contracts, financial 

statements or even medical records. 

Records in a blockchain can only 

be changed with the permission of 

everyone involved in the transaction. 

You can convert bitcoins into cash 

at an exchange, just as you can for a 

traditional currency.

You’ll usually need a mobile app 

or computer program to use bitcoin. 

Bitcoins are kept and exchanged using 

a digital wallet.

You can invest in bitcoin funds, 

such as the Bitcoin Investment 

Trust offered by British stockbroker 

Hargreaves Lansdown. 

The dark side
Bitcoin is unlikely to replace real money, 

according to some experts, who say 

that because bitcoin isn’t regulated and 

because it’s widely used by criminals 

and on the ‘dark web’, it’s unlikely to 

become an everyday thing used by 

billions of people.

Banks have generally not offered 

bitcoin services since it began, 
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ethereum and ripple. Ethereum, the 

second-biggest digital currency, is 

like bitcoin. A Swiss not-for-profit 

organisation that was created in 2014, 

ethereum runs on a large network 

of computers run by volunteers. In 

January, one ethereum digital coin was 

worth about US$1,372.

It’s used for payments and verifying 

transactions (property, shares, legal 

agreements or anything of value), 

using its own version of blockchain 

technology. If these smart contracts 

take off, it could have major 

implications for financial services 

firms, accountants, lawyers and other 

intermediaries who people have relied 

on to verify transactions.  

Ripple, trading as XRP, is a cross-

border payment system and digital 

currency, sending payments using 

its blockchain network. Cross-border 

payments can be made in four 

seconds, compared with about three 

and advisory services using bitcoin. 

The Big Four firm gave its staff a digital 

wallet to use bitcoin and installed a 

bitcoin ATM in its building. And in 

early December, PwC Hong Kong 

followed suit, announcing that it would 

accept bitcoin as payment for its 

advisory services. 

Regulation difficulties
Bitcoin ATMs will make the digital 

currency more accessible, but how 

can the growing bitcoin industry 

be regulated? 

Because digital currencies are 

unregulated, consumers have no right 

to claim compensation. Some regulators 

have talked about regulating parts of 

digital currency, although this would 

be tricky, as digital currencies have 

thrived on the ability to be bought and 

sold anonymously.

Bitcoin is not the only digital 

currency. Other popular ones include 

days for inter-bank transactions using 

the Swift network, according to ripple. 

Its corporate customers include 

American Express, France’s Credit 

Agricole bank and TransferGo, a UK 

payment transfer company. In January, 

one unit of XRP was worth about 

US$2.04.

What next for bitcoin and other 

digital currencies? It may (when 

combined with blockchain) change 

financial services, business and 

consumerism. It may also be an over-

hyped asset bubble that’s overtaken 

by a newer and better technology. 

Everything should be clearer in about 

five years. AB

Nick Huber, journalist
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Tomorrow’s world
As PwC’s global assurance leader Richard Sexton prepares to retire, he describes how 
the profession has evolved and finds a career in audit is a very different prospect today

In Richard Sexton’s almost four 
decades as an auditor and accountant, 
the PwC global assurance leader has 
stood in the front line during massive 
changes in the profession – from the 
merger-mania of the 1990s to the crisis 
of confidence that followed the 2008 
financial crash. But as he contemplates 
life after PwC when he retires in June, 
he knows that the biggest changes for 
the profession are still to come.

‘In the 1980s, organisations were 

relatively simple compared with today,’ 

he says. ‘You could understand most 

things that were going on, and see 

most of the business. These days some 

organisations are so large that it’s 

impossible to see everything.

‘The solution for auditors was to 

sample – the challenge there, of course, 

being to make sure you sampled from 

populations with similar attributes. So 

we focused on systems and controls. But 

we’re now entering the third data age, 

where the power of technology allows 

us to look at everything, everywhere. 

The challenge for the profession is that’s 

a completely different approach. We’re 

only just beginning to understand how 

things will change.’

Sexton has remained largely in the 

assurance business since he started out 

in the early 1980s, taking a role in the 

firm’s financial services practice in New 

York after he completed his training. 

That particular move had more personal 

motivations behind it, as his wife was 

moving to the city: ‘She would argue 

that I followed her.’ Their first son was 

born back in London in 1988 (two more 

followed in London, and the last in 

Hong Kong). 

In 1990 he was asked to help handle 

Jardine Matheson’s preparations for 

its UK listing, which meant regular, 

lengthy trips to Hong Kong. The family 

moved there in 1992 for four years when 

Sexton, as a newly appointed partner, 

was asked to look after the Jardine 

Matheson account.

He was back in London when Price 

Waterhouse completed its merger with 

Coopers & Lybrand in 1998 and was 

asked to look after the assurance team 

for TICE (the technology, infocomm, 

communications and entertainment 

sectors). He combined client work 

with practice management after being 

appointed head of London assurance 

in 2002, and after joining the PwC UK 

executive board in 2006. 

Time to re-examine
But it was the financial crisis that shook 

the confidence of the profession – as 

well as the confidence of the general 

public in auditors – and triggered a 

fundamental rethink of how audit is and 

should be viewed. ‘The system failed in 

2007, there’s no doubt about it,’ he says. 

‘Regulators and auditors weren’t 

communicating well with each other – 

we each thought someone else had it 

covered. The financial information, when 

it was published, was accurate, but the 

liquidity of markets fell from US$60bn to 

effectively zero in the space of a month. 

It told us that sometimes as auditors we 

need to think about the unthinkable.’

In 2011, Sexton was appointed the 

firm’s first head of reputation and policy, 

an indication of how seriously PwC took 

the need for better communication. 

Getting across the message of what 

auditors do – and what audit can and 

cannot achieve – has been a significant 

challenge, not just for PwC but for the 

entire profession, he says.

It has not always been easy – he tells 

of an occasion when he was interviewed 

by Sky News, only to find himself 

usurped by a door: ‘The Oscar Pistorius 

trial jury was due back to give its 

verdict, and the channel thought that its 

viewers would find the door they would 

come through more interesting than a 

discussion about audit.’

Doors aside, he sees the increase 

in scrutiny around the profession as 
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Sexton sees tech as key to audit’s future. 

He says: ‘Audit is going through a huge 

period of change. It started with data 

analytics and, as technology continues 

to evolve, artificial intelligence is playing 

a really significant part in changing the 

way we provide assurance.

‘We’re trialling a revolutionary bot 

that analyses billions of data points 

in milliseconds and applies judgment 

to detect anomalies in the general 

ledger. It is a significant breakthrough 

in machines using judgment in areas of 

complexity – a change as radical as the 

shift from listening to music on CDs to 

streaming it via Spotify.

‘The technological revolution that is 

fundamentally altering how we work 

and relate to one another presents 

huge opportunities. 

‘We can help by providing confidence 

over a broader set of risks, data and 

systems, processes and controls. 

Stakeholders need the confidence to 

make business decisions that also reflect 

the broader responsibility of business 

in society.’

Technological revolution and the audit
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Tips

* ‘I’ve never had a grand plan or a 

destination in mind. It worries me 

when people overthink things, 

because they might just miss a 

golden opportunity. The best 

piece of advice I ever received was 

to find a good reason to say yes to 

opportunities when they come up, 

because they often work out.’

* ’However scary change may feel, 

including new technological 

innovations, have confidence 

that you as an individual have 

innately human skills you can 

bring to the party. The real power 

of technology comes from the 

combination with the skills and 

expertise of our people.’

* ‘People’s expectations of work 

are changing. We need to help 

people find and pursue their 

passions, live healthier lifestyles 

and provide new types of 

flexibility in the way they work. We 

must value diversity of thought 

and experience.’

Tipsi at explaining that, and helping people 

understand what’s realistic in terms of 

audit and assurance.’

That means getting across the point 

that despite the auditors’ best efforts, 

corporate failures can happen. ‘We have 

to provide the context. We have to build 

understanding that 99.99% of the time 

the outcome is the right one, and that 

one wrong event doesn’t necessarily 

mean that there’s a systematic problem.’

Staying relevant
The debate about the need to 

balance effective regulation with the 

market’s need for reliable and relevant 

information will continue. Regulation in 

the wake of the crisis shifted towards 

processes and away from outcomes; 

Sexton would like to see the balance tip 

more towards outcomes again. ‘The role 

of auditors is to make sure the market 

is provided with relevant, timely and 

reliable information. How we get there 

is important, but if we are so focused on 

the way in which we get there that the 

result is that the information is no longer 

relevant or timely, that’s a problem. It’s 

at the heart of the relevance debate.

‘Audit doesn’t exist in a vacuum; 

it exists because people want and 

need trust and confidence in financial 

information. That’s a challenge for all of 

us in the system, not just auditors. We 

all need to work together.’ 

The explosion in big data, automation 

and developing technology will of 

course transform assurance beyond 

recognition in the coming few years. 

Sexton talks passionately about how 

technology is changing the world but 

also about how the role of accountants 

and auditors, and the skills they need, 

will change in tandem. 

Like a good auditor, he says he has 

been sceptical about the argument that 

STEM (science, technology, engineering 

and maths) skills are the solution. ‘We 

are in the business of providing trust – 

that’s a very human skill. The profession 

needs subject matter experts, of course, 

but you also need to be human, to 

balance skills and emotion, and it’s hard 

to teach that. There are different ways of 

developing the soft skills the profession 

needs, such as mentoring – and that’s a 

huge issue for us as an organisation.’ 

The career of a young accountant 

joining the firm today will likely look 

very different from that of the 21-year-

old Sexton. Even the job description 

might be up for debate, he argues. 

‘I worry about the word “accountant” 

because it translates as “I add numbers 

up”. I worry about “auditor” too, 

because that has its own connotations. 

At the centre of this is what people 

expect from us. 

‘The legacy of the profession is 

accountants and auditors, and that’s 

very important; I wouldn’t want to lose 

it. But how we use our skills in the future 

won’t be the same. It’s a fascinating 

opportunity for the profession.’ 

Looking back, what days at the office 

will Sexton remember the most? He 

thinks for a moment: ‘Becoming a 

partner was an amazing moment; but for 

me, the day that is the most memorable 

is always tomorrow. Tomorrow is the 

day when the opportunities are better 

than today.’ AB

Liz Fisher, journalist

an opportunity to engage. ‘Far more 

people are interested in what we do. 

That’s legitimate, but it’s also a big 

change for the profession,’ he says. ‘We 

certainly struggled to explain what we 

did in the early years, and that wasn’t 

only a challenge for us – the Financial 

Reporting Council had the same 

problem. There’s a lot of plumbing 

involved in auditing that just isn’t visible 

to the outside world. But we’ve got a lot 

better at it over the years. 

‘The need to engage externally 

is huge – not many people really 

understand what we, or auditors 

generally, do. We have to get better 

‘Audit doesn’t 
exist in a vacuum; 

it exists because 
people need trust 

and confidence 
in financial 

information’
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ACCA Uganda members and officials assemble for the 
three-day convention with ACCA president Leo Lee

Continental gathering
The ACCA Africa Members Convention 2017 was an opportunity for members to 
network and learn more about the key issues facing the profession

ACCA’s first ever Africa 
Members Convention (AMC) 
brought together over 700 
members from 31 countries. 

Speakers and panellists 

at the convention – held 

in Addis Ababa, Ethiopia, 

in December – discussed 

issues including technology 

and the challenges facing 

the development of the 

profession in Africa.  

‘The event was a huge 

success and enabled 

members across Africa to 

engage with delegates, 

speakers and panellists on 

key topics for the profession,’ 

says Jamil Ampomah, 

ACCA’s director, sub-

Saharan Africa. ‘We look 

forward to repeating it in 

future. We will take forward 

recommendations and 

ideas from the convention 

to stakeholders and 

policymakers to help shape 

the profession in Africa.’ AB
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South African 
business ‘disruptor’ 
Vusi Thembekwayo 
delivered a rousing 
speech to delegates

ACCA president Leo Lee 
inspects the wall listing 
all of ACCA’s 200,000 
members, which started 
its world tour at the AMC

Walter Muwandi, CEO 
of CCG Systems, spoke 
on leveraging artificial 
intelligence in business

Sage Foundation 
Africa’s Joanne van 
der Walt outlined the 
Foundation’s support 
for accounting in Africa

Over 700 members from 
31 countries attended 
the convention

Leo Lee, flanked by PAAB 
CEO Admire Ndurunduru, 
right, and ACCA Nigeria 
advisory committee 
chairman Jide Ibironke, left, 
at the AMC cocktail event

‘The event was a 
huge success and 

an opportunity for 
members across 
Africa to engage 
on key topics for 

the profession’
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Engine for growth
ACCA president Leo Lee describes how the organisation has a key role in reducing 
polarisation and transforming the economies of developing countries

ACCA president Leo Lee has grown 
to understand the impact that his 
professional body has on individuals 
and countries. It was upon joining 
ACCA’s Council in 2005 that Lee, 
who became president in December, 
says he became aware that the 
organisation was much bigger 
than he had previously realised. 
‘I saw ACCA’s significant impact 
on people’s lives and how it helps 
to grow economies,’ he says. 

Open access, he acknowledges, 

speaks particularly to emerging markets 

where ACCA has invested heavily. 

‘Once a young person gains our 

Qualification, his or her life is changed, 

as is their income, and often the lives 

of those around them,’ he says. Lee 

has also observed how investing in 

accountancy education – through ACCA 

and higher education – helps transform 

economies. He points to the dramatic 

transformation of Hong Kong’s economy 

in the last 40 years. 

A growing economy in developing 

countries also helps narrow polarisation 

between rich and poor. ‘Through 

education and job opportunities, ACCA 

makes the world a better place; it is an 

important contribution we make,’ he 

says. ‘This is one of the reasons I offered 

to stand as an ACCA officer. I want to 

spend more of my time encouraging 

young people to see accountancy as 

their career.’ 

As deputy president last year, Lee 

had already travelled extensively in 

emerging economies, especially in 

Asia, including Indonesia, Nepal and 

Cambodia. ‘When I talk to the local 

accountancy bodies, they tell me they 

do not have the talent pool to help,’ he 

says. ‘That is where ACCA can come 

in, working as a partner with the local 

profession, helping the economy grow. 

‘I can be a role model telling young 

people how ACCA can open many 

doors and make the world a better 

place.’ And he quotes an old proverb: 

‘It is beautiful to see people smile; it 

is even more beautiful if you are the 

reason for the smile. I hope to be the 

reason for the smile.’

Leading and shaping
In his presidential year Lee is planning  

to continue the work of ACCA, 

leading and shaping the accountancy 

profession. He started his journey to 

president two decades ago. In 1997 

Lee – who has spent his professional 

life in Hong Kong – was elected 

as a committee member of ACCA 
Hong Kong. 

Lee was elected as president of 

ACCA Hong Kong in 2004. At the 

time, the local accountancy body, with 

whom ACCA had mutual recognition, 

was looking to switch to graduate-

only entry. This was not in line with 

ACCA’s open-access policy where 

the philosophy was – and remains 

– for young people to prove their 

competence through examination. 

‘We don’t control the input; we 

control the output,’ Lee says. ‘Everyone 

has to pass the same exam to become 

professional accountants.’ He joined 

Council to safeguard those principles. 

‘Whether other bodies recognise you 

is not relevant,’ he says. ‘You must 

ensure your qualification is relevant to 

the business world. If it can meet the 

needs of the employers then it will be a 

gold standard.’ 

He also wanted to help to ensure the 

relevancy of the Qualification. Lee’s first 

election-to-Council statement in 2006 

highlighted two elements: first, that 

ACCA should remain an international 

passport for professional accountants; 

and secondly, that the leadership 

must ensure the relevance of the 

Qualification. ‘I am happy that what I 

pledged to do has to a large extent 

been achieved’, he says. ‘There is always 

room for improvement but we have 

made great strides.’

Lee points, for instance, to one 

great stride – ACCA’s strategic alliance 

with CA ANZ in 2016, which was a 

key piece in the jigsaw ensuring that the 
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Qualification is recognised all over the 

world. He is also pleased that ACCA 

has invested in its research, Professional 
accountants – the future, which, in 

the report Drivers of change and 
future skills, identifies seven quotients of 

success for professional accountants. 

‘From these findings – where we 

interviewed over 10,000 business leaders 

across the world – we looked again at 

our Qualification, which introduces for 

September 2018 a new case-study paper 

allowing candidates to blend technical, 

ethical and business skills.  

Licence to reform
Looking back over his career, Lee 

describes the highlight as being 

director of licensing at Hong Kong’s 

independent securities and futures 

market regulator, the Securities and 

Futures Commission, as well as leading 

an initiative to reform the licensing 

regime, focusing on competency of 

intermediaries to help improve investor 

protection and confidence.  

Over his working life Lee has seen 

technology pose challenges. The 

latest iteration is robots; he saw one 

recently performing invoicing work. 

‘In three hours the robot completed 

tasks that would take a human three 

days,’ he says. He muses over whether 

developments such as blockchain, 

with its promise of transparency, could 

undermine the role of auditors and 

assurance work. 

‘These are tools; they can’t replace 

judgment and decision-making,’ he says. 

‘We need to rethink the competencies 

and skills required from accountants and 

that is what we are doing.’

For Lee, accounting describes 

what happens in business. ‘When 

technology changes that world, we have 

to change, which is why we so regularly 

review and update our syllabus. That is 

why our members will continue to be in 

demand by employers.’

As he settles into the presidential 

role, his only worry is a lack of 

time, as he is aiming to meet as 

many members and students as 

possible. But to share that burden he 

pays tribute to his fellow officers and 

ACCA team, noting that ‘to be happy 

alone is not as good as to be happy 

with other people’. AB

Peter Williams, journalist
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Ethics and professional skills module
More than 800 members have now accessed ACCA’s recently 

launched Ethics and Professional Skills module. The new 

module, aimed at developing a full spectrum of advanced 

ethical and professional skills, forms part of a range of 

innovations to the ACCA Qualification. It is also available to 

members as a CPD tool where you can claim seven verifiable 

CPD units. You can access it at bit.ly/ACCA-ethics-module

Working together  
ACCA’s alliance with CA ANZ takes another step forward 
with office co-locations in several important markets

ACCA staff in Sydney have 
moved into the offices of 
strategic alliance partner 
Chartered Accountants 
Australia and New Zealand 
(CA ANZ).

The move marks the final 

stage in a series of employee  

co-locations designed to 

make it easier to collaborate 

and support members. CA 

ANZ staff in Hong Kong, 

London, Kuala Lumpur and 

Singapore have moved into 

ACCA offices.

Julian Boram, head of 

ACCA Australia and New 
Zealand, said: ‘Members 

in Australia and New 

Zealand have responded 

enthusiastically to our 

strategic alliance. 

‘In the last six months 

we’ve collaborated on over 

30 CPD and networking 

events, roundtables, dinners 

and other occasions where 

members of both bodies 

have come together.

‘Being located in the same 

building makes it easier for 

us to work with our CA ANZ 

counterparts to put on more 

great activities and provide 

further support and benefits 

to our members.’

He added: ‘We’re 

delighted by the warm 

welcome we’ve been given, 

and with the World Congress 

of Accountants taking place 

in Sydney in November, we 

look forward to building on 

our collaboration.’

Similar advantages are 

already being enjoyed by 

members of both bodies in 

the other locations. 

Other recent benefits 

of the alliance include 

Accountancy Futures 

magazine, a twice-yearly 

publication focusing on 

the critical issues facing 

tomorrow’s accountancy 

profession, and a joint 

ACCA/CA ANZ paper 

on the obligations of 

company directors 

in financial reporting 

(featured in the January 

edition of Accounting 
and Business). 

Find out more at 

accaglobal.com/alliance. 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 find out more about the benefits 
of our strategic alliance at accaglobal.com/alliance
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Richer harvests
Commodity exchanges can boost 

development and small farmers 

Blue-sky thinking
How accountants are using drones 

to check assets and valuations

Feeble winds of trade
What’s holding back Africa’s 

regional trading blocs?

A question of trust
Malawi’s auditor general reflects on rebuilding 
the country’s public finance system
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