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Welcome
Our cover interviewee’s series of successful firsts exemplifies finance’s need to own 
transformation – everything from automation and anti-hacking to audit and ethical tax

task of steering a course for growth 

while managing change such as 

intelligent automation. 

Continuing ACCA’s theme of ‘the 

power of digital’ this month, we explore 

the global rise of machine learning and 

how its role as a prediction generator 

can help accountants serve their clients 

better (page 36). We also explore the 

need for robust cybersecurity measures 

(page 38). 

Elsewhere we have articles on how 

principles from Nigeria’s new code of 

corporate governance could be applied 

to tax (page 54), how to make savings 

on procurement without punishing your 

suppliers (page 18), and how to win new 

clients for your practice (page 28).

Finally, ACCA chief executive Helen 

Brand will speak at the 2019 Africa 

Congress of Accountants (ACOA19), to 

be held in Marrakech, Morocco, in June. 

See page 8 for details of how to register 

for this prestigious event, at which 

ACCA is a gold sponsor. AB

Jamil Ampomah, director – Africa, ACCA 

jamil.ampomah@accaglobal.com

Readers of AB magazine are well aware 
of the value that ACCA membership 
brings to a career in professional 
accountancy, and our interviewee this 
month is a fine illustration of this. 

Thomson Mpinganjira FCCA, CEO 

of FDH Financial Holdings in Malawi, 

has become one of the leading 

business figures of his generation, a 

rise he attributes in large part to his 

ACCA Qualification, which he says has 

underpinned everything he has done 

in his career. And he has done plenty, 

negotiating new developments (his 

startups include a stockbroking firm, 

a stock exchange and a bank) and 

chalking up some notable firsts in the 

course of a three-decade career. Find 

out more about his story on page 12.

These days, complex challenges 

in corporates are so rife that you’d 

be forgiven for wondering if there 

was ever a time when doing business 

was straightforward. Perhaps there 

never was. But geopolitical and 

economic strife coupled with wide-

scale technology advances mean that 

today’s CFOs have the Herculean 

Our alliance with CA ANZ
More about ACCA’s alliance with Chartered 
Accountants ANZ: accaglobal.com/alliance

Leadership
President: Robert Stenhouse FCCA
Deputy president: Jenny Gu FCCA
Vice president: Mark Millar FCCA
Chief executive: Helen Brand OBE

Member services
ACCA office details, page 66 
ACCA Connect: +44 (141)582 2000
members@accaglobal.com
accaglobal.com/members

About ACCA
ACCA (the Association of Chartered 

Certified Accountants) is the global 

body for professional accountants. It 

offers business-relevant, first-choice 

qualifications to people of application, 

ability and ambition who seek a 

rewarding career in accountancy, finance 

and management. ACCA supports its 

208,000 members and 503,000 students 

in 179 countries. accaglobal.com

Accounting and Business
The leading monthly magazine for 

finance professionals, available in seven 

different versions: China, Ireland, Malaysia, 

Singapore, UK, Africa and International.

* Magazine contacts, page 66

* Available in app and pdf

* AB Direct: weekly news bulletin

AB is circulated to all members in print 

and digital formats. ISSN No: 1460-406X 

More at accaglobal.com/ab
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Model Naomi Campbell 
takes a selfie as the 
National Museum of 
Qatar opens its doors. 
Designed by French 
architect Jean Nouvel, 
the Doha museum took 
almost a decade to build 
at an estimated cost of 
US$434m.

Kenya’s Peter Tabichi has 
won the US$1m Global 
Teacher Prize 2019. 
Tabichi, who teaches 
science in a remote and 
deprived community, 
plans to use the prize 
money to improve his 
secondary school and 
provide food for the poor.

As thousands of visitors 
flock each day to 
California’s Antelope 
Valley Poppy Preserve, 
park rangers are 
becoming increasingly 
concerned that the 
mass influx of tourists 
is damaging the local 
environment.

A demonstration in 
Brussels highlights 
the damage caused 
by single-use plastics, 
which account for 70% 
of marine litter. The 
European parliament has 
now voted to ban single-
use plastic cutlery, cotton 
buds, straws and stirrers.
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Get ready for ACOA 2019
The Pan African Federation of Accountants, with the Moroccan 

government and Morocco’s professional accounting body 

the Ordre Des Experts-Comptables, will host the fifth Africa 

Congress of Accountants on 19–21 June in Marrakech. Over 

1,000 delegates from professional accountancy organisations, 

governments and other stakeholders are expected to attend.

The theme is ‘For a Successful Public Sector Performance 

in Africa’. There will be 10 plenary sessions, 18 workshops 

and networking sessions, exhibitions and galas. ACCA is a 

gold sponsor, and chief executive Helen Brand will speak on 

investing in Africa. Members should register early to be eligible 

for the limited discounts. Visa-on-arrival provision has been 

made for delegates from countries with no Moroccan embassy, 

and visa letters will be provided for those applying through 

their local embassies. For more details, visit ACOA2019.com.

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

Aramco profits
Saudi Aramco achieved net 

income of US$111.1bn last 

year, making it the most 

profitable business in the 

world. The figures were 

disclosed as part of a debt-

raising exercise. Earlier this 

year Aramco announced its 

intention to move into oil 

and gas exploration, pitting 

it more directly against 

global energy majors Exxon 

and Shell. Until now Aramco 

has focused on domestic oil 

production. Saudi energy 

minister Khalid al-Falih told 

the Financial Times: ‘We 

are no longer going to be 

inward-looking and focused 

only on monetising the 

kingdom’s resources.’

CDP comes to UAE
The CDP initiative – formerly 

known as the Carbon 

Disclosure Project – is 

being brought to the UAE. 

The move is a result of a 

partnership between CDP 

and the Global CEO Alliance, 

a coalition of groups 

dedicated to achieving the 

United Nations’ Sustainable 

Development Goals. 

Announcing the move, the 

partners said that the UAE’s 

recent efforts on sustainable 

action – with sustainability 

at the heart of Dubai 

Plan 2021 and innovation 

development projects like 

Masdar City – create a solid 

platform for CDP’s mission. 

The partners will work with 

UAE policymakers and 

other agencies to expand 

sustainability disclosure, 

support regional climate 

change efforts and promote 

the value of measuring and 

reporting on climate strategy 

and action through CDP’s 

disclosure platform.

GCC consolidation
Further banking 

consolidation in the Gulf 

Cooperation Council (GCC) 

area has been predicted by 

Marmore Mena Intelligence 

at a seminar. Managing 

director M R Raghu told 

the event that GCC banks 

were large in terms of their 

local market, but too small 

in global terms. In January 

a merger took place of Abu 

Dhabi Commercial Bank, 

Union National Bank and Al 

Hilal Bank, while two years 

ago, the National Bank of 

Abu Dhabi and First Gulf 

Bank merged to create First 

Abu Dhabi. Other mergers 

between GCC banks are 

expected soon.

Qatar is back
Qatar has successfully 

returned to the sovereign 

debt market, raising US$12bn 

and attracting offers of 

US$50bn for five-, 10- and 

30-year bonds. The Financial 
Times quoted one unnamed 

banker as saying the Qatar 

sale was ‘an endorsement 

from global investors of what 

Qatar has achieved despite 

the complications around 

the political situation in 

the region’. 

Nirav Modi arrested 
Nirav Modi, accused of 

involvement in an alleged 

US$2bn fraud against the 

Punjab National Bank, has 

been arrested in London 

in response to an Indian 

extradition request. The 

alleged fraud relates to 

cash advances obtained 

through other banks. Modi is 

a jeweller, whose customers 

include many Bollywood 

film stars. His arrest was 

the result of a bank clerk in 

London spotting Modi as he 
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Digital power
In a series of videos looking at the power of digital, we explore how machine learning and 
artificial intelligence is set to revolutionise the world of finance professionals

You can find the videos at 
accaglobal.com/digital. See 
also page 36 of this edition. 

More information

As ACCA Professional 
Insights publishes a 
report on machine 
learning, watch the 
videos to see how digital 
technology is impacting 
the operations as well as 
the strategic ambitions 
of organisations.

Machine power

attempted to open a new 

account. Modi is believed 

to have entered the UK last 

summer. His lawyer told the 

court that he would fight 

the extradition. 

Asiana admits error
South Korea’s second largest 

domestic airline, Asiana, 

has admitted it misreported 

earnings for 2018 and has 

now reported its net loss for 

the year was 196 billion won 

(US$170m), almost twice 

the previously reported 105 

billion won (US$93m). Its 

operating profit was revised 

down from 89 billion won 

(US$78m) to 28 billion won 

(US$25m). The admission 

followed concerns expressed 

by auditor Samil PwC, 

finance minister Olaf Scholz 

and Dutch deputy finance 

minister Menno Snel said they 

supported the OECD Base 

Erosion and Profit Shifting 

(BEPS) proposals, but added: 

‘We recognise that further 

measures are important 

to ensure a sufficient level 

of taxation globally. In this 

regard, the Netherlands 

will introduce a conditional 

withholding tax on payments 

to low tax jurisdictions.’

EY offers flexi-work
EY Australia has 

strengthened its flexible 

working programme by 

allowing staff to take up to 

12 weeks’ unpaid leave. In 

a parallel initiative, staff will 

be permitted leave during 

which said it was unable to 

complete its audit because 

of insufficient information. 

The airline faces debt 

repayment of 1 trillion won 

(US$800m) this year, a task 

made more difficult because 

of the fall in its share price 

after the correction.

German/Dutch deal
Germany and the 

Netherlands have reached 

a bilateral agreement to 

support OECD proposals for 

reforms to global tax rules to 

deal with the digitalisation 

of the economy. The 

arrangements will assist the 

Dutch government to refute 

claims that it is an enabler 

of corporate tax avoidance. 

In a joint statement German 

school holidays, but will work 

five days a week during term 

time and be paid over the 

year as if they worked a four-

day week. ‘EY’s research show 

that flexibility is the number 

one driver of retention 

– it increases employee 

engagement by 11%,’ said 

Kate Hillman, people partner 

at EY Oceania.

Going digital 
OECD’s Going Digital 

conference in Paris has 

been told that more must 

be done to address social 

and financial inequalities 

emerging from digitalisation. 

Too few companies – large 

and small – avail themselves 

of the opportunities to use 

big data analysis, according 

9May 2019 Accounting and Business

INT_newsinbrief.indd   9 10/04/2019   17:36

www.accaglobal.com/digital


Blockchain changes the game
Almost half of c-suite executives in the technology industry 

believe that blockchain is likely to change the way they do 

business in the next three years. According to respondents 

to KPMG’s seventh Technology Industry Innovation Survey, 

the top benefits will be improved business efficiencies (23%), 

product and/or service differentiation (12%), cost reductions 

(9%) and new business insights (9%).

Likelihood that blockchain will change the way your company 
does business in the next three years

Percentages do not add up to 
100% due to rounding.

Very likely 

48%
27%

24%

Very likely/ 
Likely

Not likely/ 
Not at all likely

Neutral

Kenya launches AML drive 
Kenya is launching a campaign to tackle money laundering, 

focusing on casinos, property transactions, luxury cars, 

foreign exchange, cash remittances, hotels and funds under 

management. A new taskforce brings together 30 state 

agencies under the leadership of the Treasury. Assets Recovery 

Agency director Muthoni Kimani said: ‘Kenya has never done 

a risk assessment. Once we do a risk assessment we are able 

then to put more resources in the areas where the highest risk 

would be identified.’ The African Union and the United Nations 

Economic Commission for Africa has estimated Kenya is losing 

tens of millions of dollars annually in illicit financial outflows. 

to OECD’s Going Digital 
report. It added that more 

investment needs to go 

into communications 

infrastructure and the 

skills needed for people 

to benefit through better 

paid jobs and improved 

social engagement, and 

to address gender and 

other inequalities.

Intangibles gap
There are growing concerns 

that financial statements 

are no longer presenting 

the underlying drivers of 

value in modern businesses, 

in particular intangibles, 

concludes a joint report 

from ACCA and Deloitte. 

The study highlights the 

increasing gap between the 

value of companies reflected 

in their share price and 

the tangible asset values 

reported in their financial 

statements. Richard Martin, 

ACCA’s head of corporate 

reporting and lead author, 

commented: ‘The intangibles 

may include the value of 

the workforce, know-how, 

customer relationships, 

brands and a pipeline of new 

products. The IFRS Standards 

only allow for a restricted 

recognition of these assets, 

which is why there is a gap.’

ACCA wins award
ACCA has been recognised 

for the ‘most innovative 

development by an 

association’ at the 2019 

European Association 

Awards at a ceremony at 

Hotel Le Plaza, Brussels. The 

award was for its mentoring 

programme. The European 

Association Awards celebrate 

the work of European 

associations for their 

members. Claire Wormsley, 

managing director of 

organisers GCN Events, said: 

’It is important to celebrate 

these hard-won achievements 

and shine a spotlight on the 

incredible advancements that 

associations and trade bodies 

can make, both within their 

industry and for society as 

a whole.’ 

KPMG convictions
KPMG’s former US national 

managing partner for audit 

quality and professional 

practice David Middendorf 

has been convicted of 

wire fraud and conspiracy 

to commit wire fraud in 

a New York prosecution. 

The conviction related to 

a warning of an inspection 

of the firm’s audits by the 

Public Company Accounting 

Oversight Board (PCAOB). 

Jeffrey Wada, who worked for 

PCAOB, was also convicted. 

Three other defendants – 

Thomas Whittle, Cynthia 

Holder and Brian Sweet – 

had already pleaded guilty. 

Whittle had been KPMG’s 

national partner in charge 

of inspections; Holder was 

a PCAOB inspector before 

joining KPMG as a partner; 

Sweet also moved from 

PCAOB to KPMG; and Wada 

was a PCAOB inspector. 

Sentencing will take place 
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Tech take-up
Three-quarters of senior 

tax executives have seen 

more board-level attention 

on tax compliance and 

planning in the last year, 

according to Thomson 

Reuters’ 2019 European Tax 
Technology Survey. Of the 

438 respondents from across 

Europe, 60% plan to invest in 

tax technology over the next 

12 months, compared with 

54% in 2018.

Increases in the technologies being investigated, 
implemented or already live

56%
Robotic  
process 

automation

39%
Blockchain

60%
Data  

analytics

50%
AI and 

machine 
learning

later this year. KPMG did 

not respond to a request 

for comment. 

Africa’s missing tax
Africa could increase tax 

revenues by US$72bn 

annually – 4.6% of GDP 

– if the continent adopts 

comprehensive tax reforms, 

the United Nations 

Economic Commission for 

Africa has claimed in its 2019 

Economic Report on Africa. 

The report concludes that 

despite measures taken 

in the last two decades to 

improve tax administration, 

glaring inefficiencies still 

remain, showing potential 

for raising additional tax 

revenue by closing obvious 

gaps. To ensure tax systems 

are ‘progressive, neutral, fair 

and efficient’, it recommends 

governments ‘address the 

tax system as a whole rather 

than each tax separately’.   

SA audit threats
Public sector auditors in 

South Africa are dealing 

with personal threats 

and intimidation. Bruce 

Vivian of the African 

Professionalisation Initiative 

told Public Finance 
International magazine: 

‘Auditors are facing increased 

pushback and intimidation 

when they perform their 

work.’ The threats follow the 

passing of the Public Audit 

Amendment Act last year 

which gave public auditors 

greater powers, including the 

auditor general being able 

to refer material irregularities 

for further investigation. 

the Energy Access 

Investment Forum meeting 

in Abidjan, Côte d’Ivoire, 

has been told. Poor project 

design and management 

have prevented greater 

investment, said Mahama 

Kappiah, executive director 

of the economic community 

of West African States Centre 

for Renewable Energy and 

Energy Efficiency. ‘We need 

to address the institutional 

and regulatory issues in the 

energy sector so that Africa 

can attract more private 

investments,’ he explained. 

Delegates were told that 

greater focus was needed on 

off-grid electricity supply.

JSE begins rotation
Companies listed on 

the Johannesburg Stock 

Nigeria acts on JVs
The government of newly re-

elected Nigerian president 

Muhammadu Buhari is 

seeking to renegotiate 

its joint ventures with oil 

companies in an effort to 

increase revenues. Budget 

minister Udoma Udo 

Udoma has announced the 

‘immediate commencement 

of the restructuring of 

the joint venture oil 

assets’. Nigeria is looking 

to sell around a third of 

government equity, reducing 

its stake in projects from 

60% to 40% and generating 

much-needed cash.

Energy rethink vital
Energy projects in Africa 

need to be restructured to 

attract global investment, 

Exchange have begun the 

process of audit rotation, 

four years in advance of it 

becoming mandatory in 

South Africa. Approximately 

17% of JSE-listed 

companies have voluntarily 

rotated auditors since the 

Independent Regulatory 

Board for Auditors (IRBA) 

started tracking audit firm 

rotations in January 2017. 

In 2018, 35 companies 

changed their auditors, 

up from 18 in 2017. In the 

first three months of 2019, 

nine companies changed 

auditor. IRBA said that at 

this rate, a third of listed 

companies will have begun 

audit rotation by the end 

of 2019. AB

Paul Gosling, journalist
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CVi

2002–present 
MD, First Discount House; 

then group CEO, FDH 

Financial Holdings

2000–02 
CEO, Malawi Stock Exchange 

1997–2000 
CEO, Stockbrokers Malawi

1994–97 
Head of risk and security, 

National Bank of Malawi 

1992–94 
Group accountant, Mandala 

1989–92 
Senior accountant, Blantyre 

Printing and Publishing 

1984–89 
Senior accountant, Deloitte 

Trailblazer tycoon
In building a financial empire in Malawi, Thomson Mpinganjira FCCA, CEO of FDH 
Financial Holdings, has taken the country’s finance infrastructure to a whole new level

ACCA has a lot to answer 
for, according to Thomson 
Mpinganjira FCCA. ‘Everything 

I have done in my career in some way 
goes back to my ACCA Qualification and 
my early training with Deloitte,’ he says. 
‘These two institutions shaped my life.’

Those valuable early lessons he learnt 

have been turned into some astonishing 

firsts. An accountant turned stockbroker, 

Mpinganjira set up the Malawi Stock 

Exchange in 2000, served as its first CEO, 

and in 2008 opened his own commercial 

bank, FDH Bank, headquartered in Blantyre, 

Malawi’s second biggest city. The group 

chief executive of FDH Financial Holdings, 

he is one of the leading Malawian business 

figures of his generation. 

Consummate networking
Mpinganjira’s first job was with Deloitte, 

making many contacts in his five years there 

who would prove significant later on in his 

career. He is an inveterate networker and 

hopes to pass this valuable skill on to his staff 

– the group currently employs 800. ‘After 

I retire, if networking does not carry on, 

everything will change,’ he says. ‘Networking 

is all about staying relevant in society.’ 

Following a couple of corporate accounting roles and a risk 

management position at a bank, he was one of the first into 

the burgeoning capital market in Malawi. That stint in banking 

paid off handsomely in helping him reap the benefits of being 

an early adopter. ‘I was ahead of everybody because I had 

initially worked for National Bank of Malawi, the largest bank in 

the country,’ he explains. 

While he was at the bank, a former Deloitte partner told him 

of an opening in a new financial institution. That conversation 

led him to become Malawi’s first stockbroker with Stockbrokers 

Malawi (majority-owned by the bank), which set up the Malawi 

Stock Exchange in 2000, appointing Mpinganjira its boss, and 

he subsequently launched FDH Bank.

‘I was able to network with a lot of 

contacts, both in south-east Africa and 

internationally,’ he says. ‘This experience 

also introduced me to many business 

concepts in the financial sector.’

Using that knowledge and experience, he 

had already started making plans to set up 

a financial services business. First Discount 

House (which became a subsidiary of 

FDH Financial Holdings as part of a group 

restructuring exercise in 2007, when he also 

acquired a licence for FDH Bank) opened its 

doors in 2002. 

‘From that point onwards, everything I 

have done has been planned ahead,’ he 

says, although he admits that his initial 

planning for FDH did not envisage the scale 

of the business as it is today. ‘I thought 

setting up the money market institution 

would be the end,’ he explains. ‘I never 

foresaw it would go this far. But once you 

are in business, events dictate to you – 

including when you are on the ropes or 

when you’ve reached a plateau. They force 

you to think of other things you can do.’

After money marketing with First Discount 

House, ‘the obvious next step’ would have 

been to open a bank of his own, but as that 

opportunity was not immediately available 

he set up his own stockbroking firm as a further step towards 

building a financial empire. Mpinganjira says his main motive 

in all this has been to leave a legacy of a family business that 

would carry on after him. ‘I looked at Asian and European 

businesses that were handed down the generations and I 

wanted to replicate them,’ he says. ‘I think I have achieved that.’

Key milestones 
Qualified in 1990 as an ACCA, after his stint at Deloitte 

he moved into industry, working as a senior accountant 

at Blantyre Printing and Publishing, group accountant at 

Mandala, head of risk and security at National Bank of Malawi, 

and CEO at Stockbrokers Malawi. ‘Joining Stockbrokers 
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‘In business, events 
dictate – including 

when you are on 
the ropes or have 

reached a plateau. 
They force you 

to think of other 
things you can do’
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Malawi was the turning point,’ he 

says. ‘The job just suited me. From 

that point I never looked back. 

But the real differentiator was my 

accounting qualification. I worked 

in operational risk management 

where the ACCA Qualification and 

my audit background were key. In 

terms of a grounding in business 

there is nothing I would have 

done differently.’

Those two elements remain 

relevant to the role which 

Mpinganjira plays today, helping him 

understand the issues facing FDH. In 

some parts of the world, the value of audit may be questioned, 

but Mpinganjira says the discipline has helped give him the 

edge and is critical to a well-run business. ‘Companies need 

that assurance that all is proper. In audit you are exposed 

to business, especially risk, general accounting, financial 

management and ethics right at the top of the organisation.’

As group chief executive, he sees his job as to run FDH 

Financial Holdings as a profitable and ethical business for 

the benefit of the shareholders. Responsible for strategy 

and strategic implementation, he is aware of the political 

nature of the diverse role, 

accountable to stakeholders, the 

public, government and his board 

of directors.

Can you hear just a hint of regret 

as he notes that his role is ‘no 

longer really operational in terms 

of the nuts and bolts of business’? 

Managing directors for the different 

businesses report into him. 

Mpinganjira has a clear definition 

of strategy: ‘It is about deciding 

where you want to go, what you 

want to do and how you are going to 

arrive there. You have to check that 

your strategy reflects the ever changing environment.’ 

In financial services that change is seen in areas such as 

regulation and technology. In the decade since he launched 

FDH Bank, Mpinganjira and his team have had to change as 

the rest of the sector has to ensure the business has a digital 

presence as well as the bricks and mortar branches. 

Mpinganjira suggests that financial services is the only thing 

he knows, before adding with a smile: ‘But I know it very well!’ 

He admits that the senior position can be a tough one, and 

says his board and his colleagues always refresh him. 

‘I want to take the 
bank beyond Malawi 

into this region of 
Africa. And I want to 
inspire my people so 

when I go they will 
keep the vision’
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Basicsii Tips

5
Number of FDH Financial Holdings’ subsidiaries: FDH Bank 

(commercial banking), FDH Money Bureau (forex and money 

transfer), First Discount House (money market investments), 

FDH Financial Advisory Services (corporate finance and 

advisory), and MSB Properties (owns all banking properties)

50
Number of FDH Bank service centres in Malawi (the 

country’s biggest branch network)

MK7.8bn (US$10.78m)
Profit after tax posted by the group for 2018 on a revenue of 

MK32.3bn (US$44.47m)

* ‘Be reachable and available to everybody – you never 

know who you are going to need.’ 

* ‘Develop a reputation for having high integrity. When I 

was trying to set up this business I did not have much 

capital, but because of my reputation and my ACCA 

Qualification, international businesses were prepared to 

set up the business with me.’ 

* ‘Your reputation is the quickest way into high places in 

business and society. Mess up once and you are finished.’ 

* ‘Ethical behaviour has to be a lifestyle. You need full 

compliance with all guidelines and regulations.’

providing colleges with computing and comms equipment 

and supporting girls’ education initiatives. 

Mpinganjira is a long-standing member of the ethics 

and investigations committee of the Institute of Chartered 

Accountants in Malawi (ICAM). He says: ‘Ethics is core to us 

as professionals and practitioners. It is key not only to the 

profession but to the economy as a whole. Corruption is a 

killer, and ethics is the only way to stop it.’

Although he believes that corruption has been ‘endemic’ 

in the country, he remains optimistic about the future and the 

country’s institutions coming together to tackle the issues. 

Even social media is helping: ‘You mess about, and news 

travels fast…’ 

One of his aims is to expand financial inclusion in Malawi. 

The government is looking to double the figure for Malawians 

able to access financial services from 34% (at the last count, in 

2018) to 70% in 2021. That, he says, will help to grow business, 

raise living standards and bring more people into the net of 

taxation required to fund vital government services. Part of the 

problem for ordinary Malawians is a lack of access to capital to 

finance business startups, but as Mpinganjira says: ‘The ideas 

must come first.’ 

He says he still has things to do for the group before he 

can think about stepping down, including floating FDH on 

the stock exchange, a process that has taken longer than he 

hoped. ‘I want to take the bank beyond Malawi into this region 

of Africa. And I want to inspire my people so when I go they 

will keep the vision. I will keep on dreaming.’ AB

Peter Williams, journalist

He points to ever changing regulation as one of the biggest 

challenges for leaders in financial services, with the provision 

of capital being the one issue that can keep him awake at 

nights. ‘Banking is about capital,’ he says. ‘If you look at 

the regulations – for instance, Basel and the international 

accounting standards – it is all about having enough capital.’ 

He offers the same deceptive simplicity when defining 

leadership. ‘It is about making decisions, right or wrong,’ he 

says. ‘You have to provide direction and move forward, and 

if the decisions you make turn out to be the right ones, then 

you have really hit the jackpot.’ But he also emphasises the 

need for a team who can provide information to help make 

decisions. ’And after you receive all that information, never, 

never, never be afraid to make a decision,’ he advises.

He says he comes to work with a plan each day, but points 

out: ‘I’m not a machine – I work on what is important that day – 

but I always keep my eye on the goal.’

His management style includes an open door policy. ‘I have 

been told that I should only see people by appointment,’ he 

says, ‘but I have failed to be that type of person.’ 

Ethics are essential
One kind of person he has not failed to be is an ethical player. 

He has a strong sense of corporate social responsibility. 

For instance, FDH funded the refurbishment of a children’s 

intensive care unit at a hospital in rural Makwasa, southern 

Malawi, where he sits on the hospital board. 

‘You are giving back to the people you are doing business 

with but without expecting to benefit as a business in any 

way,’ he says. Other schemes supported by FDH include 
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31% 
of adults have sufficient problem-solving 
skills to succeed in a digital world.
Source: OECD

VW charged with fraud
Volkswagen, two of its subsidiaries 

and its former CEO Martin Winterkorn 

have been charged in the US with 

defrauding investors. The Securities and 

Exchange Commission (SEC) alleged 

the companies had raised US$13bn in 

bonds and asset-backed securities while 

making deceptive claims about the 

environmental impact of the Volkswagen 

‘clean diesel’ fleet. Stephanie Avakian, 

co-director of the SEC’s enforcement 

division, said: ‘Issuers availing 

themselves of American capital markets 

must provide investors with accurate 

and complete information.’ 

Fight the fakes
The Organisation for Economic 

Co-operation and Development (OECD) 

has called on companies to strengthen 

their governance arrangements to 

tackle the growing trade in counterfeit 

and pirated goods. Fake goods 

now represent 3.3% of global trade, 

according to a report, Trends in Trade in 
Counterfeit and Pirated Goods, by the 

OECD and the EU’s Intellectual Property 

Office. ‘Counterfeit trade takes away 

revenues from firms and governments 

and feeds other criminal activities,’ 

said OECD public governance director 

Marcos Bonturi.

The view from
Agnes Gunde Mbale ACCA, monitoring and evaluation 
officer, Lilongwe Water Board, Malawi

through illegal connections 

and with the vandalisation 

of infrastructure.

My current role is different 
from working in practice. 
Now I ensure projects 

are implemented to plan 

while auditing provides independent 

assurance that risk management, control 

and governance processes are effective 

and adding value. My goal is to become 

a consultant.

With ACCA you gain knowledge in 
strategic planning and management, 
leadership and business analysis. I 
have worked as an auditor, head of 

finance and administration, and now in 

monitoring and evaluation. ACCA has 

supported all these roles. 

I enjoy my job, especially tracking 
project implementation and finding 
problems as soon as they arise. Being 

able to see how we are inching closer to 

long-term goals is exciting.

My biggest achievement was being 
part of a two-person team setting 
up a new division for the effective 
planning, monitoring and evaluation 
of the board’s programmes. It has 

improved service delivery, outcomes 

and community impact. 

I enjoy assisting ACCA affiliates in 
fulfilling the performance objective 
requirements for attaining ACCA 
membership. I also like helping 

undergraduate students with their 

research and reading. AB

Our challenges 
include rising 

demand for water 
as a result of 

urbanisation and 
population growth

I was not sure of accounting 
as a profession until I 
completed my diploma in 
accounting in 2006. It made 

me realise there is more to 

accounting than debits and 

credits, and that it opens 

up many career paths as 

it involves strategy, leadership and 

business skills. I have a BSc, an MBA 

from the University of Derby in the UK, 

and became an ACCA member in 2014.

I’m responsible for collecting and 
analysing performance data for the 
water board. I recommend areas for 

improvement, work on developing 

strategic plans and annual budgets, and 

monitor feedback.

It’s not easy to fully satisfy customers. 
Our challenges include rising demand 

for water as a result of urbanisation 

and population growth, production 

disruptions caused by intermittent 

power supply, and water quality issues 

caused by catchment area degradation. 

We also have problems with water theft 
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Ripe for review
Here are some tips for making savings in specific cost areas.

* Consider warehousing solutions. Businesses are increasingly adopting 

third-party logistics (3PL) solutions, which can remove huge fixed overheads and 

replace them with a variable cost that is contingent on activity.

* Beware of overspecification. Many procured products are overspecified, 

and better-value alternatives are available. Packaging is an example: why use 

double-skinned corrugated cardboard boxes where single-skin would suffice?

* Look at non-branded products. Companies often buy expensive branded 

products, such as printer cartridges and janitorial products, where comparable 

generic lines would do, at a fraction of the price. 

* Understand charging structures. Charges for communications such as mobile 

and fixed-line phones can be unnecessarily complex. Savings of 30%–40% in 

these areas can be achieved if you understand the components that make up the 

overall charge. Invest a little time in trying to understand the mechanisms.

* Keep an eye on energy brokers. It’s a challenge to make savings in the  

current rising market, but this doesn’t mean you need a broker. Managing these 

costs internally is easier than you might think. Tender to the leading suppliers 

in your energy market on a 12-month or 24-month basis, and use a simple 

spreadsheet to analyse the results. 

Plan to save
A strategic approach to procurement can make savings that directly impact the 
bottom line, without beating up your suppliers in the process, says David Kendall

Today’s markets for indirect 
expenses are a moving target. The 
key to saving costs across all categories 
of indirect expense is to ensure that 
your cost profile is always aligned with, 
or ideally better positioned than, the 
marketplace and companies of a similar 
size and expenditure level. 

Most companies are highly skilled in 

procuring raw materials, resale products 

and human resources. Rarely, however, 

do they apply the same strategic 

procurement approach to indirect 

expenses. Any savings that can be made 

across these 100-plus cost categories 

are essentially pure profit, and it doesn’t 

take many wins to make a significant 

impact on the bottom line and net value 

of the business. 

It’s often a buyer’s 
market, and there’s 

no commercial 
reason for paying 

over the odds

drivers for early renewals: the need for 

year-on-year cost savings and a defined 

need for fixed budgets. If neither 

applies, it would be better to retender 

a few months down the line than make 

a wrong and costly decision. Deals 

shouldn’t be longer than 12 months 

unless there is a cost saving – after all, 

nobody has a crystal ball for where the 

markets are going.

Volume sensitivities
Then there’s volume-sensitive pricing 

to consider. Are you actively managing 

your indirect cost profile – ie obtaining 

monthly activity reports from suppliers 

and monitoring them? Pricing for most 

indirect costs is volume-sensitive, but it 

doesn’t take much for activity levels to 

deviate from the agreed rate. Suppliers 

are often quick to penalise underactivity 

but rarely proactive in correcting their 

pricing for increased volumes. It’s worth 

keeping a keen eye on this to ensure 

you’re getting the appropriate rate.

Another challenge is the increasing 

consolidation among suppliers as 

large corporate vendors expand into 

Cost isn’t everything, of course; 

service and quality are equally important 

if not more so, but there are some 

simple steps that you can take to 

achieve a happy medium, potentially 

without even moving supplier.

Strategise
First, it’s important to plan your strategy 

and approach for indirect costs at the 

budgeting stage. If you just base your 

forecasts on the prior year, you could be 

forced into reacting to contract renewals 

or issues as they arise.

When it comes to renewals, many 

companies renew early, but this is often 

influenced by brokers who are trying to 

secure their commission for the coming 

period. There should be only two 
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different markets and products. If you 

see your volumes are increasing with a 

particular supplier, you could suggest a 

rebate mechanism. Nearly all suppliers 

are familiar with this structure, and it 

can yield some meaningful payments if 

spend levels are high enough. 

If you’re part of a group, it’s also worth 

considering group deals. Rarely are 

indirect costs managed congruently 

and consistently across all locations. 

We often see different offices paying 

different prices and buying different 

products. You should aim for one deal, 

one invoice, with one account manager, 

and implement simple controls to 

monitor activity. 

Fairness
What about your tendering process? 

It’s not ethical to ‘beat up’ your 

suppliers, and it will damage valuable 

relationships. The markets dictate what 

you should be paying, so you need to 

test them via a tender process. Be fair 

to the suppliers – don’t go through a 

tender process if you have no intention 

of migrating. Set out your success 

criteria from the start, and by all means 

include the current supplier. Offer the 

final two or three suppliers a meeting 

and select the optimum solution. Tender 

blind and create a request-for-proposal 

document for high-spend areas. 

Last but not least, you need to manage 

risk. You should ensure you have backup 

suppliers for indirect costs that are critical 

to your supply chain. The tender process 

will help you identify these.

If you build the above considerations 

into your strategy, you should be able to 

drive efficiencies in your procurement. 

Remember, it’s often a buyer’s market 

in the indirect cost space, and there is 

no commercial reason for paying over 

the odds. AB

David Kendall FCCA is a partner at 

Auditel UK.
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‘Troublesome practices’: the SEC view
In her keynote address to the 2016 annual conference of the International Corporate 

Governance Network, former SEC chairman Mary Jo White declared: ‘In too 

many cases, the non-GAAP information, which is meant to supplement the GAAP 

information, has become the key message to investors, crowding out and effectively 

supplanting the GAAP presentation. [Many senior SEC staff] have spoken out 

frequently about our concerns to raise the awareness of boards, management and 

investors. The staff have issued guidance addressing a number of troublesome 

practices which can make non-GAAP disclosures misleading: the lack of equal 

or greater prominence for GAAP measures; exclusion of normal, recurring cash 

operating expenses; individually tailored non-GAAP revenues; lack of consistency; 

cherrypicking; and the use of cash per share data. I strongly urge companies to 

carefully consider this guidance and revisit their approach to non-GAAP disclosures. 

I also urge again that appropriate controls be considered and that audit committees 

carefully oversee their company’s use of non-GAAP measures and disclosures.’

Expectations GAAP
Companies have been criticised for using non-GAAP measures in their annual reports – 
effectively overstating their profits. Concerns are mounting as the practice grows

A bond prospectus is a sales document 
– literally. So there was some small 
commotion when office rental company 
WeWork included a non-GAAP 
measure called ‘community-adjusted 
EBITDA’ in its recent prospectus.

WeWork is a typical ‘unicorn’ startup: 

a company that has a valuation in the 

billions but has never turned a profit. Its 

business model relies on leasing offices, 

refurbishing them and renting them 

out to (largely) small and medium-sized 

companies. It is not a complex business, 

so what is behind the company’s 

‘accounting for the community’ metric?

WeWork appears to consider its 

community-adjusted EBITDA as a piece 

of information essential to investors 

who wish to understand its business. 

But its approach has drawn criticism 

from some, who claim it is corporate 

nonsense-speak intended to obscure 

understanding of the business. 

The metric has its defenders. But 

the point is that where one person 

sees an abstraction of something 

relatively straightforward, another sees 

a clarification of something that, if not 

unique, is still perfectly fair. 

The bottom line is that WeWork 

believes that extant reporting standards 

are not sufficient for describing its 

business, so it has found another way 

to report what it thinks is important. 

The problem is that it also makes the 

company look good in the process, 

an outcome that will inevitably draw 

scrutiny from sceptics.

Everyone’s at it
WeWork is not alone in its use of non-

GAAP metrics. A 2016 PwC study, An 
alternative picture of performance, 

found that 95% of UK FTSE 100 

companies report using alternative 

performance measures (APMs). 

Concerns are growing that the 

trend in using non-GAAP measures 

to describe a business is open to 

manipulation. There are concerns 

among investors and regulators that 

companies use APMs to inflate profits, 

obscure recurring items and shroud 

their business model in language that is 

not comparable across their sector. 

There are also fears investors are 

being misled into treating non-GAAP 

with the same reverence as the audited 

numbers. The former chairman of the US 

Securities and Exchange Commission 
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strict frameworks? If they became 

subject to audit, companies and 

investors might think up new ways to 

talk about performance or to seek 

information and thereby advantage.

The difficulty is that only 

sophisticated investors have the skills 

to challenge non-GAAP numbers, and 

there are a great many investors who 

do not meet that definition. Warren 

Buffet, a long-time critic of non-GAAP 

(but whose investment company 

Berkshire Hathaway does 

make use of APMs), 

believes that accounting 

literacy is key: 

investors, he believes, 

should understand it 

like a ‘native language’ 

to unravel its more 

artistic uses.

Some combination of 

standards-setting, regulation and 

investor pressure on companies that 

are particularly creative with their use 

of non-GAAP seems to be required. 

As Deutsche Asset Management’s 

David Bianco puts it: ‘The best measure 

lies somewhere between GAAP and 

non-GAAP.’ AB

Felicity Hawksley, journalist

Research in 2016 
showed there is 

as much as a 30% 
difference between 

profit reported 
under GAAP and 

profit reported 
under non-GAAP

equivalent. But somehow these 

regulations don’t seem to be stopping 

the trend, as Hoogervorst puts it, 

of non-GAAP numbers ‘getting 

increasingly detached from reality’.

But would expanding the audit to 

include APMs help? Recent events 

suggest that auditors are already 

struggling with their current brief. As 

super-investor Carl Ichan points out, 

unsettlingly, ‘even GAAP numbers 

are suspect’. Expanding the scope of 

the audit to cover myriad non-GAAP 

measures would put even more pressure 

on the audit. 

And isn’t part of the point of non-

GAAP measures that they sit outside 

Mary Jo White worries whether analysts 

are distinguishing between them at all 

(see panel left). 

Multiple studies show that there is 

a crucial difference between profit 

reported under GAAP and profit 

reported under non-GAAP. Research by 

Citi in 2016 showed there is as much as 

a 30% difference between the two. That 

is easily the difference between being 

very solvent and very bankrupt.

So why do investors rely on non-GAAP 

reporting at all? And why aren’t APMs 

audited? It’s important to recognise that 

financial reporting standards are both 

unwieldy and tremendously flexible. 

This creates what the chairman of the 

International Accounting Standards 

Board, Hans Hoogervorst, calls ‘an open 

invitation for non-GAAP to step in’ (see 

how the IASB is addressing the issue on 

page 48 of April’s AB). The standards 

are also backward-facing.

So it’s arguably natural that investors 

seek information that cannot be 

adequately measured by GAAP. But 

what they are presented with 

in the world of non-GAAP 

disclosures – sometimes 

rose-tinted figures – may not 

be what they seek, or find.

Investors broadly trust 

non-GAAP partly because 

regulations require companies 

to match their non-GAAP 

numbers to the closest GAAP 
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The efforts of 
institutions such as 

the AfDB must be 
supported by good 

democracies and 
transparency

A softer touch
Future approaches to investment in Africa should involve closer engagement 
with Africans themselves, says Alnoor Amlani

aid, but through investment’. Indeed, 

this is the essential paradigm shift in 

what Alex Vines of Chatham House, a 

UK think-tank, calls the ‘new scramble 

for Africa’, where today’s players seek 

more than simply to exploit agricultural 

and mineral resources. At last, investors 

seem interested in the real economic 

opportunities on the horizon.

This shift involves a softer touch 

and closer engagement with African 

governments and businesses. France 

could have a competitive edge here. 

‘We’ve always used that form of 

diplomacy to implant ourselves,’ says 

a French diplomat in the region. ‘But it 

becomes all the more important when 

facing China, because it differentiates us 

from its contract-oriented, low-cost, low-

interest model of doing business.’

This year’s AIF, in November, is 

expected to see even larger deals than 

before. It represents the first concerted 

effort at continent-wide investment 

coordination at scale and, as such, it 

can only gather momentum, growing 

the opportunities available to Africans 

and helping to ensure that Africa takes 

charge of its own development.

However, the efforts of institutions 

such as the AfDB need to be supported 

by good democracies and transparency, 

to ensure that the economic gains 

actually reach the greatest number 

of people. China and Russia are not 

focused on these areas, which is why 

countries like France and Britain remain 

important to the continent’s chances for 

long-term success. AB

Alnoor Amlani FCCA is a director with 

the CFOO Centre in Nairobi, Kenya.

Earlier this year French president 
Emmanuel Macron made a visit to 
Kenya, his ninth trip to Africa since 
he took office in 2017. He toured the 
presidential residence in a Kenyan-
assembled Peugeot 3008, and went 
on to sign investment contracts worth 
some €2bn (US$2.27bn). 

Turkey’s president Recep Tayyip 

Erdogan has also been a regular visitor 

to Africa, making more than 30 visits 

since 2008, and India’s prime minister 

Narendra Modi has visited eight 

countries. Interest from a range of 

countries could act as a counterbalance 

to the dominant position of China. 

McKinsey reports that over 10,000 

Chinese businesses now operate across 

Africa. This year, Russian president 

Vladimir Putin will host the first Russia-

Africa summit, following the success 

of China’s Forum on Africa-China 

Cooperation, which in 2018 attracted 

more African leaders than the annual 

meeting of the UN General Assembly.

Against this background it is good to 

see traditional players such as France 

and Britain, as well as newcomers like 

India, starting to up their efforts.

Intra-Africa investment is also rising. 

The the African Development Bank 

(AfDB), reported a sharp increase in 

cross-border investments, from US$2bn 

in 2010 to US$12bn in 2017. The AfDB 

has been championing initiatives in 

infrastructure, transport, financial 

services and more. Last November, it 

secured 49 deals and investment of 

US$38bn in just two days with the launch 

of the Africa Investment Forum (AIF).

AfDB president Akinwumi Adesina 

has said ‘Africa will not develop through 
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Three keys to success
ACCA president Robert Stenhouse shares three truths about shaping the future in a 
time of change, which resounded around the recent ACCA UK members’ conference

mental health and wellbeing are key 

constituents of successful change plans. 

Finally, in times of change, learning 

fuelled by curiosity helps us all 

stay relevant. One of the speakers 

encouraged everyone to set aside five 

minutes a day to search the internet and 

look at articles and videos on subjects 

that interested them. To see the 

potential in new ideas, we need a base 

level of understanding of new concepts 

in the world around us.

On the theme of curiosity and bite-

size learning, an excellent place to 

start is our latest professional insights 

research. In this edition of AB, we 

highlight the new ACCA report Machine 
learning: more science than fiction 
(see page 36) – an accessible, practical 

introduction to the basics of artificial 

intelligence and how it is being adopted 

in the accountancy profession. 

Keeping these three themes in mind 

will help finance professionals shape the 

future and unlock their own potential. AB

Robert Stenhouse is a director, national 

accounting and audit, at Deloitte UK.

The theme of the ACCA UK members’ 
conference in March was ‘Shaping the 
future – unlocking your organisation’s 
potential’. The fantastic speakers and 
panellists – mostly ACCA members – 
provided real-life examples and insights 
about how they were coping with 
change and leading transformation.

To me, three messages came across 

loud and clear from the day. I believe 

they are fundamental to the developing 

role of the finance professional and 

therefore to ACCA’s strategy.

First, we are operating during a time 

of economic uncertainty, not only in the 

UK with Brexit, but also with the slowing 

of growth globally. However, individual 

businesses transform themselves 

successfully when they have a true focus 

on what their customers want and will 

want. This requires them to be open to 

feedback, to be agile and to embrace 

change. Such focus gives confidence to 

invest in times of uncertainty.

The next takeaway is that successful 

change is not achieved at any cost. 

It must take account of the stress it 

puts on society and those undergoing 

the change. Wider considerations of 

sustainability, by reference to the United 

Nations Sustainability Development 

Goals, and consideration of employee 

Successful change 
is not achieved at 
any cost. It must 

take account of the 
stress it puts on 

society and those 
undergoing change
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People must have 
an incentive –
or at least no 

disincentive – to 
use accounts to 

receive money, pay 
bills and save

Access for all
More needs to be done to bring in those people excluded from Africa’s financial 
system, says Okey Umeano. Only then will the continent achieve its full potential

onerous requirements to open accounts. 

Due to poor identity management 

systems in SSA, financial institutions 

have to ask for various documents with 

which to establish identity. This tends 

to turn off many potential account 

holders. This can be remedied using 

tiered requirements for different levels of 

accounts at financial institutions.

Culture also contributes to the 

problem. In many SSA societies, cash 

is king. People prefer to receive cash 

for goods and services rather than 

bank and mobile money transfers. To 

change the culture, alternative methods 

of payments and other financial 

transactions must be shown to be safer 

and more efficient than cash. Another 

challenge in many parts of the continent 

is inadequate infrastructure to support 

these technology-driven methods.

Rural dwellers can be brought 

into the financial system through 

associations like cooperatives and 

artisan groups, as even the poorest 

people in villages belong to such 

associations. Here, schemes are 

designed to allow these people to 

access financial services, such as loans 

and savings, as a group. Agent banking 

and the use of post offices to offer 

financial services can also help.

The African continent cannot 

attain the desired level of economic 

development if large swathes of its 

people are excluded from the financial 

system. Things are changing, but a lot 

more needs to be done – and quickly. AB

Okey Umeano is head of risk 

management at Nigeria’s Securities 

and Exchange Commission.

For Africa to develop, more of its 
people must be included in the 
financial system. According to the 
World Bank’s Little Data Book on 
Financial Inclusion, only 42.6% of 
people aged 15 and above in Sub-
Saharan Africa (SSA) had accounts in a 
financial institution in 2018. This is an 
improvement from 34.2% in 2014 and 
23.2% in 2011, but compares badly to 
the world average of 68.5% in 2018. In 
fact, SSA is the least financially inclusive 
region in the world.

It gets worse when you break the 

figures down along demographic 

lines. For instance, in 2018 only 36.9% 

of women aged 15 and above owned 

accounts in any financial institution. 

Compare that to 64.1% in South Asia 

and 51.3% in Latin America. Of course, 

poor people, those out of work and rural 

dwellers are less financially included 

than the rest of the population.

Nigeria performs very poorly, 

dragging down the region. The country 

experienced a fall in the proportion of 

account holders aged 15 and above 

from 44.4% in 2014 to 39.7% in 2018. 

For women, only 27.3% were financially 

included, as against 36.9% in SSA. 

Many other SSA countries also perform 

abysmally when it comes to financial 

inclusion. So what should be done to 

remedy the situation? 

To include more people in the financial 

system it must be straightforward for 

them to open and operate accounts at 

a financial institution. They must have 

an incentive – or at least no disincentive 

– to use these accounts to receive 

money, pay bills and save. Among 

the impediments to inclusion are the 

25May 2019 Accounting and Business

AFR_COM_Okey.indd   25 10/04/2019   15:46



AB_Advocacy Ads_Jan18.indd   2 20/11/2017   16:22

www.accaglobal.com
www.accaglobal.com/advocacy


Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omni lorem ipsum.

Boxout crosshead: doluptur, sequamust 

magni bera coribusdam et re nobist la 

dolore con re volorer spercit autem as 

rerum volut volorun.

Boxout crosshead: moditat urehend 

isciae. Gitae magnima ximporr 

undenimilit prem culpa dolore prae 

estrum rerem aborrup turiantion culpa 

doluptus lorem ipsum dolor sit amet.

Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omnoditat urehend isciae. 

Gitae magnima ximporr undenimilit 

prem culpa dolore prae estrum rerem 

aborrup turiantion culpa doluptus.

Ur, nihitiis mollaut rerum atum, core 

saerae cus aut que pos ex exerepe 

rroviducias es venet odit, simporum 

dolo el eaquidis corro blatios qui 

volupta quique dit estemperum 

doluptas et, vollam re que sus eum hit 

aut occusaecus essi omnihiciis et lorem 

ipsum dolor sit amet nunc.

PwC pays for Colonial audit 
PwC has settled a professional 

negligence claim brought by the receiver 

of the failed Colonial Bank, Federal 

Deposit Insurance Corporation (FDIC), 

for US$335m. Last year, a court ruled 

PwC liable for professional negligence 

in its audit of the bank, whose failure 

caused an estimated US$3bn loss to 

FDIC’s deposit insurance fund. ‘PwC and 

the FDIC as receiver for Colonial Bank 

have settled professional negligence 

claims brought by the FDIC-R against 

PwC to their mutual satisfaction,’ the firm 

declared in a statement.

Ferrier Hodgson joins KPMG
The merger of KPMG Australia and 

Ferrier Hodgson has created one of 

Australia’s largest restructuring and 

forensic advisory businesses. The 

combined firm will have 27 partners and 

more than 200 specialists. KPMG will take 

over Ferrier Hodgson’s offices in Sydney, 

Melbourne, Brisbane and Perth, and is 

negotiating for its Adelaide practice too. 

KPMG Australia CEO Gary Wingrove 

said: ‘Traditionally, KPMG has focused on 

turnaround and restructuring but hasn’t 

had the capacity to meet the market 

opportunity – till now. This merger builds 

great scale and capability quickly, making 

us a highly competitive force.’

The view from
Ashish Droowanand Bheekharry FCCA, director, WTS 
Tax Consulting, Mauritius, and no fearer of the robot

the tax authorities having 

differing views on the 

amount of tax due. Clearly, 

tax evasion is an illegal 

and unethical activity, and 

taxpayers should also avoid 

engaging in aggressive tax 

planning if they want to 

avoid potential PR difficulties. 

It will be interesting to see how new 
technology will affect tax consultancy. 
Artificial intelligence (AI) could 

penetrate the sector extensively since 

AI can learn and provide solutions 

under different situations, but the risk of 

clients moving to AI rather than paying 

a professional is, I think, currently low. 

The cost of an AI solution is likely to be 

very high, and taxation is an area which 

changes rapidly. There is constantly 

new information in the form of case law, 

domestic tax legislation, tax rulings and 

so on, so a huge amount of time would 

need to be invested in updating AI 

solutions. Besides, clients like to talk to 

professionals because they can’t identify 

the problems by themselves. I think 

clients will still choose a professional for 

tax consultancy rather than a robot. 

My qualification has increased my 
employability and helped me climb the 
ladder. The ACCA modules and CPD 

help you gather knowledge for future 

positions and new responsibilities. 

 
I have a wide range of hobbies. I like 

to watch series on Netflix, run by the 

beach, watch Manchester United FC 

play football and, of course, spend time 

with my family and friends. AB 

Taxpayers should 
avoid engaging 

in aggressive 
tax planning 

if they want to 
avoid potential 

PR difficulties

I have always been 
fascinated by numbers 
and developed a keen 
interest in accounting 
when I was at secondary 
school. It motivated me 

to study towards my 

ACCA Qualification. 

The years have raced by since I took 
my accountancy exams, and I now have 
more than a decade of experience. 
Most of it came at one of the leading 

management companies in Mauritius, 

where I was head of taxation. At 

WTS, I advise on tax planning and 

corporate structuring, and handle the 

tax affairs of clients. I enjoy the dynamic 

environment of my position. Its advisory 

nature means that I need to constantly 

learn new things, and the work is 

never routine. 

 
There is an unfortunate misconception 
that tax litigation is related to tax 
evasion. Often, lawsuits arise because 

of a lack of clarity on the taxation laws, 

which can lead to the taxpayer and 

67% 
of female investors globally say their financial 
advisers don’t understand their needs.
Source: Harnessing the Power of the Purse, 
Center for Talent Innovation 
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Sell, sell, sell
Accountants must make sure they are proactive in their approach to business 
development or face shrinking fees in the future, warns Alex Moyle

This last challenge can be the last 

resort for firms, as proactive selling is 

often hard to land and isn’t within the 

core skillsets of many practitioners. 

But the consequences of not being 

proactive in your approach to business 

development could leave your firm 

with shrinking fees and very little insight 

to where future revenues will come 

There was a time when someone was 
more likely to divorce their spouse than 
leave their accountant, but times have 
changed. Accountancy practitioners, 
as with other areas of professional 
services, are facing emerging and 
growing challenges, including increased 
competition, pressure on margins and 
technological developments. 

Firms of all sizes are find themselves 

facing some difficult choices:

* Should I charge existing clients less?

* Can I add more value to clients in 

order to charge the same?

* Shall I look for new services to sell?

* How can I win new clients who 

want the service I deliver at the 

price I charge?
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need. Instead of thinking ‘Who can I get 

to buy my services?’, try asking ‘Who 

do I want to think of me if they need 

accounting services?’    

You also have to understand exactly 

what your clients need: what problems 

do you solve for them? This is harder 

than you think, as you are likely to 

have three or four different customer 

profiles. Over and above accounting 

services, some will want peace of mind; 

some want you to hold their hand; 

some need a sounding board. How 

recently did you research what problems 

your clients think you solve for them? 

The best firms regularly engage with 

clients about the challenges they are 

facing and learn where they can add 

the greatest value. They then use this 

to reinforce their value proposition to 

existing clients and make it the focus 

of their marketing activity for new 

client acquisition.   

Spotting the gap
One significant challenge in business 

development is that by the time a 

potential client contacts you, they are 

likely to be halfway through the buying 

process. This means you need to find 

ways of giving value and building trust 

even before they have a need. This 

could include offering Budget briefings 

or contributing to local chamber of 

from. So where should you start if 

you want to change your approach to 

business development?

Change your mindset
First you have to change your mindset. 

There is a common misconception 

among accountants that selling, or 

business development, is about cold-

calling people and asking ‘Do you 

need a new accountant?’ But in fact this 

approach would not work for a full-time 

salesperson, let alone an accountant. 

The approach for successful business 

development is to try and stay front of 

mind among the types of people who 

you want to call you when they have a 

commerce events. Whatever your 

approach, a critical part of your business 

development strategy is showcasing 

your capability by offering free insights 

and thought leadership. Ask yourself 

when was the last time you spoke at 

an industry or networking event. If 

you cannot remember, your business 

development strategy may be in need 

of a refresh. 

Feelings
And then there are the tricky, softer 

areas of feelings and gut instincts. A 

lawyer once said to me: ‘How you feel 

about my service is irrelevant; my job 

is to sell your house.’ Needless to say, 

it still leaves a mark on my soul. I have 

known many other professionals who 

think that what a customer feels is 

secondary to the technical service they 

provide. But in today’s world where 

it has never been easier for clients 

to move between accountants, how 

people feel about you and your service 

is the only thing that differentiates you 

from your competition. Feelings are also 

a key part of how you retain existing 

clients. By regularly canvassing client 

satisfaction, firms are able to resolve 

areas of frustration before they cause a 

client to look for other solutions. 

You might be one of the lucky few 

who need do nothing, safe in the 

knowledge that all your clients are loyal 

and new ones knock on your door every 

day. But more likely you know you need 

to change how you go about winning 

new clients and retaining existing ones.  

The key to your success is getting the 

right mindset, knowing your customers’ 

needs and working to add value to your 

whole target market. This way you will 

be the person people think of at their 

moment of greatest need. AB

Alex Moyle is author of Business 
Development Culture – taking sales 
culture beyond the sales team.

Try asking ‘Who 
do I want to think 

of me if they 
need accounting 

services?’
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Natural justice

The EITI standard for good governance of oil, gas and mineral resources promises to 
help African nations extract more benefit from their own natural resources

The Extractive Industries Transparency Initiative (EITI) 
is triggering important change in the commodities 
sector, promising greater tax revenues for 

governments with large mineral and oil and gas deposits and 
reduced opportunities for corruption. Some countries even 
see EITI as a route away from dependence on foreign aid. 

Underlying the initiative is the concern that developing 

nations gain too little from their extensive natural wealth. 

Minerals, for example, make up around 70% of total African 

exports and 28% of GDP (Africa holds 30% of the world’s 

mineral reserves, 7% of its gas reserves and 8% of oil reserves) 

yet state revenues do not benefit accordingly.

EITI membership commits a country to fully disclose 

how extraction rights are awarded, which revenues go to 

government, and how the public benefits. Governments 

pledge to work with industry and civil society to disclose how 

natural resources in the country are managed. A state can join 

EITI only when its government has committed to meet the EITI 

standard and developed a realistic work plan. After many years 

of campaigning by civil society, the Ugandan government 

became the latest to apply for membership, in January. 

All extraction companies operating in an EITI member 

country must disclose all payments they make to its 

government. And those member governments must disclose 

their extraction-related revenues. These two sets of accounts 

are reconciled by an independent administrator and published 

in a national EITI report. Each member country is allowed 

to adopt its own EITI process, reflecting its specific needs. 

Compliance is monitored by the EITI Association and its 

board, which from June will be chaired by former New Zealand 

prime minister Helen Clark.

Since EITI’s launch in 2003 a number of members of the 

Organisation of Economic Co-operation and Development 

(OECD), as well as developing countries rich in mineral and 

energy deposits, have implemented the standard. The US, the 

UK and France are all committed to implementing EITI, which 
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Africa’s EITI cohort
EITI has 51 member countries, 38 of which have completed 

a validation process that assesses their progress towards 

meeting the 2016 EITI standard. Membership is dominated 

by African countries: Burkina Faso, Cameroon, Chad, Côte 

d’Ivoire, DR Congo, Ethiopia, Ghana, Guinea, Malawi, Mali, 

Mauritania, Mozambique, Nigeria, Congo Republic, São Tomé 

and Princípe, Senegal, Seychelles, Sierra Leone, Tanzania and 

Zambia. The Central African Republic is currently suspended 

because of political instability, and Liberia and Madagascar for 

missing a deadline for action. Uganda has applied to join.

With oil revenues expected to come on stream soon, 
Uganda applied for EITI membership earlier this year.

is compatible with US mandatory disclosure requirements, as 

well as the EU’s accounting and transparency directives.

Transparency International is also strongly supportive of 

EITI. ‘It is particularly valuable because it brings together 

stakeholders from government, industry and civil society in a 

sector that has historically not listened to the voice of citizens,’ 

says Nicole Bieske, the organisation’s mining programme 

head. ‘Over the next two years additional EITI transparency 

requirements will take effect, including the requirement to 

disclose who the true beneficial owners of companies are by 

1 January 2020. The other key milestone is the requirement 

that governments disclose all new oil, gas and mining 

contracts and licences from 1 January 2021.’ 

These twin requirements promise to put the accountability 

of the extraction sector on a new footing and to drive down 

corruption risk in energy and mining. Bieske says the challenge 

is to implement the EITI standards in a way that leads to real 

benefits for resource-rich countries and their citizens: greater 

economic benefits, less corruption and more accountable 

governments and industry players. 

The information disclosed must be up to date, validated and 

verified, and published in a user-

friendly format. ‘The fundamental 

basis of EITI is the belief that a 

country’s natural resources belong 

to its citizens, and it is essential that 

the transparency measures in the EITI 

standard translate into real, tangible 

benefits for all citizens,’ says Bieske.

Tatyana Sedova, EITI global 

initiative and impact coordinator at 

campaigning organisation Publish 

What You Pay, also combines 

praise with caution. ‘EITI has huge 

potential to advance transparency 

in the extractives sector and has 

had significant outcomes since its 

inception, including in Africa, where nearly half of the EITI-

implementing countries are based,’ she says. ‘But the picture 

across the continent is uneven, and there is still a lot to do – at 

the end, transparency should become an integral part and 

routine feature of government and company systems.’ 

She urges governments to show political will in 

implementing EITI and ensure that civil society can 

participate meaningfully. ‘Civil society participation within 

the EITI framework is crucial,’ she says, ‘from consulting 

‘The fundamental 
basis of EITI is 

the belief that a 
country’s natural 

resources belong to 
its citizens’

communities over EITI reports to using findings to make 

policy recommendations and drive governance reform. 

Concerted civil society action at global level has been key 

in driving critical changes to the EITI standard so that it is 

more comprehensive and relevant for citizens, extending the 

initiative from a transparency global norm to accountability.’

Uganda 
A crucial test now is how EITI is implemented in Uganda. 

The country’s finance minister Matia Kasaija says that the 

government believes membership 

of EITI will provide the transparency 

necessary to strengthen tax 

collection efficiency, increase 

corporate investment, build trust 

and create a legacy from its new 

oil revenues.

Sedova, though, is wary. She 

acknowledges that the Uganda 

government has taken critical steps 

to guide the development of its 

extractives sector since the discovery 

of oil and gas in 2006, but adds that 

it has not effectively demonstrated 

meaningful progress in increasing 

transparency in the sector.

‘EITI works best when it complements existing legal 

frameworks and institutions, and allows for civil society 

engagement and oversight,’ she points out. ‘At this early stage 

of the process it is important that Uganda involves civil society 

in consultation processes and in the multistakeholder group as 

soon as possible. Without this, there is a risk that the country 

will not benefit from its natural resources.’ AB

Paul Gosling, journalist
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Current IMF loans/credits
Country Size (US$*) Date agreed

Argentina 56,592,460,000 June 2018

Egypt 11,949,232,000 November 2016

Ecuador 4,218,650,000 March 2019

Ukraine 3,892,000,000 December 2018

Angola 3,715,470,000 December 2018

Tunisia 2,843,419,000 May 2016

Jamaica 1,661,467,000 November 2016

*converted from Special Drawing Rights (SDR)

Financial firefighter
All too often scapegoated for national fiscal failures, the International Monetary Fund 
remains determined to get troubled economies back on the road to recovery

When times get tough and nobody else is willing 
to lend money, governments can turn to the 
International Monetary Fund. The IMF has 

played a prominent role in helping governments cope when 
other forms of credit dry up – from the Asian financial crisis in 
the late 1990s to the financial meltdown of 2008. As a result, 
the size and composition of the IMF’s loan book can provide 
a gauge of strains in the global economy and financial 
system. So it is a somewhat ominous sign that demand for 
IMF assistance has once again been on the rise. The fund 
recently agreed to lend Argentina US$57bn, the largest 
loan in its history; talks are ongoing with Pakistan about a 
US$12bn package; and the IMF has 
also recently extended credit to 
Ukraine, Angola and Ecuador.

But while the IMF can be seen 

as a crucial financial firefighter, it 

is far more controversial than the 

emergency service that it most 

closely resembles. This is largely 

because the IMF’s financial help 

comes with strings attached. On 

many occasions it has been charged 

with forcing governments to cut 

spending too radically, exacerbating 

recessions and boosting 

unemployment. Critics also accuse 

it of imposing so-called ‘neo-liberal’ 

economic policies, such as privatisation, trade liberalisation, 

rapid debt reduction, free capital movements and floating 

exchange rates, which in some cases end up doing more 

harm than good.

Damage done
A recent case in point was the IMF’s role, along with the EU, 

in providing financial assistance to Greece after its 2010 debt 

crisis. The strict terms of the rescue loans, which totalled 

€300bn (US$346bn), appear to have deepened Greece’s 

economic downturn. Indeed, during the period of IMF 

involvement, the nation endured the longest recession of any 

advanced capitalist economy. GPD is still roughly a quarter 

smaller than it was in 2007 and investment is down by two-

thirds. While EU institutions bear much of the responsibility 

for pushing for draconian Greek spending cuts, the IMF 

shared in the blame.

‘The IMF is constantly reflecting on how it can best 

help countries get back on their feet after a setback,’ 

says the fund’s official historian James Boughton, author 

of Silent Revolution: The International Monetary Fund  
1979–1989. ’It faces a difficult task in ensuring that 

governments put their finances in order, without 

undermining the economy. It also aims to encourage 

governments to adopt beneficial economic policies, so 

they can attract other sources of finance.’

So can the IMF strike the 

right balance in future loans? 

Matthew Oxenford, a research 

associate at Chatham House, 

believes there are grounds for 

optimism. ‘The IMF appears to 

have learnt some of the right 

lessons from the flaws in the 

Greek rescue process,’ he argues. 

‘In 2015, for example, it began to 

advocate for more lenient debt 

restructuring terms, pushing back 

against the more severe line taken 

by EU institutions.’

‘The fund has 
become keen to 
ensure that the 

main burden for 
cutting government 

borrowing doesn’t 
fall entirely on the 

most disadvantaged 
parts of society’
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Rwanda’s president Paul Kagame, U2 singer Bono and 
IMF managing director Christine Lagarde during the 
World Economic Forum annual meeting in January.

Meanwhile, the fund cannot be entirely blamed for 

negative outcomes, he argues, since it is only called to assist 

when economies are already under intense pressure. As 

Oxenford observes: ‘It is very hard to disentangle whether 

IMF-led policies have been harmful, or if borrowing countries 

were in such dire straits in the first place that it was difficult to 

help them,’ he says.

Even on occasions when its advice later turned out to 

be imperfect, the IMF’s programmes represent a sincere 

effort to help nations get back on track. ‘Just as nutritionists 

have changed their minds on the best diet, economist 

have changed their thoughts on the optimal policies 

for a healthy economy,’ says Claudio Loser, a former 

director of the IMF’s Western Hemisphere Department. 

’The IMF is composed largely of economists, so it should 

not be surprising that they reflect the best advice of the 

profession at the time. As the evidence has changed, so 

has IMF advice.’

Soul-searching
To its credit, the fund has been willing to do some of its soul-

searching in public. In 2016 it published an article that cast 

doubt on some of its long-cherished assumptions. The paper, 

Redistribution, Inequality, and Growth, acknowledged that 

excessive fiscal austerity can ‘generate substantial welfare 

costs’, worsening unemployment and inequality. Indebted 

nations, the report concluded, needed to avoid reducing 

debt so fast as to ‘derail’ economic recovery. And cutting 

government spending in ways that exacerbate inequality, the 

economists argued, can ‘significantly lower both the level and 

durability of growth’.

These changes in philosophy have started to filter through 

into the IMF’s loan agreements. The fund’s recent loan to 

Argentina, for example, included ‘steps to protect society’s 

most vulnerable by maintaining social spending’, says Loser. 

‘The fund has become keen to ensure that the main burden 

for cutting government borrowing doesn’t fall entirely on the 

most disadvantaged parts of society.’

‘The IMF contains a lot of highly qualified economists 

who are committed to helping countries get on a path 

to recovery,’ says Gonzalo Huertas, a research analyst 

at the Peterson Institute in Washington. ‘It isn’t always 

easy to be popular as a creditor.’ But the IMF’s recent 

pronouncements suggest that it has become more 

flexible, collaborative and sensitive to the impact of 

economic policies on the most vulnerable in societies 

around the world. AB

Dijana Suljovic, journalist

However, criticisms of the IMF’s role in Africa have a 

familiar ring – notably that it has occasionally imposed 

suffocating fiscal austerity along with neo-liberal policies 

that have not always been appropriate for developing 

nations. And criticisms have not just come from charities or 

pressure groups. Research by rating agency Fitch studied 

the experiences of 22 African nations that borrowed 

from the IMF between 2002 and 2017 and found ‘only a 

small improvement in some of the major determinants of 

creditworthiness’. 

But the IMF appears determined to play a positive role in 

the region. MD Christine Lagarde has recently pointed out 

that, in addition to providing loans, the IMF can offer African 

nations technical advice in creating ‘stronger and more 

reliable sources of revenue’, improving public infrastructure, 

and developing healthy banking systems.

The fund’s historian James Boughton believes the IMF 

is paying attention to Africa more than ever before. ‘In the 

past, the IMF often failed to give Africa its full attention,’ 

he says. ‘More recently, it has begun to focus on the 

opportunities that are arising in Africa. These countries, 

many of which are currently under-developed, have the 

potential to become the emerging markets of tomorrow. As 

such, they are crucial to the world economy and the IMF.’

Spotlight on Africa
The IMF’s biggest loans have typically been to nations 

in Europe and Latin America, but its role is no less 

consequential in Africa. The median debt level in sub-

Saharan Africa has climbed back over 50%, up from a low 

of just 30% of GDP in 2012. This has put a strain on public 

finances, especially since investors typically demand high 

rates of interest from African governments. As a result, a 

growing number of African nations have turned to the IMF.
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Space pioneers
The shift to shared offi ce space continues to grow, with technology the key enabler in 
creating co-working communities of entrepreneurs, freelancers and startups

Across the ages
Use of co-working spaces varies widely between generations.

Well appointed 
Connectivity, security and print facilities rank top in the 

users’ decision to select a particular co-working space.

No stopping them
The global co-working industry is expected to expand 

to 30,432 spaces and 5.1 million members by 2022 – a 

12% compound annual growth rate over fi ve years.

All mod cons
Co-working offers fl exibility to fast-growing startups, 

but that is not the only reason why participants enjoy 

these collaborative set-ups. 

Social and enjoyable atmosphere

 Wireless connectivity

Interaction with others

 Wireless security

Community

 Printing compatibility

Close distance to home

 VPN compatibility

Like-minded people

 Printing security

Good transport connections nearby

 Audio conferencing

Good value for money

 Monitor/screen capabilities

 Monitor/screen options

 Video conferencing

Basic offi ce infrastructure

Knowledge-sharing

 On-site tech support

Big open workspace 

10%

10% 20% 30% 40% 50% 60%

20% 30% 40% 50% 60% 70% 80% 90% 100%

37% 
30–39

37% 
Yes, we plan to 
open at least one 
more co-working 
location
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9
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23% 
40–49

33% 
No plans to expand

9%
50–59

27%
Yes, with more 
desks and space in 
our current location

3%
60+

8%
Yes, we plan to 
move to another, 
larger location

28%
18–29

7%
Other

More information

Data for Rise of the Co-Workers was compiled by 
Raconteur at bit.ly/co-worker-rise.
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AI explainer 
Some of the AI concepts that give the technology its potential: 

* AI: computer systems that can perform tasks normally 

requiring human intelligence, such as decision-making, 

language translation and speech recognition. 

* Algorithm: a set of rules or a sequence of instructions that 

are followed to complete a task. 

* Machine learning: an application of AI that looks for patterns 

in historic data to predict similar patterns in new data and 

uses this to improve its performance. Examples include 

Pinterest (content discovery) and Twitter (curated timelines). 

* Deep learning: the use of artificial neural networks to learn 

from large amounts of data. Examples include PayPal 

(monitoring of transactions to identify suspicious activity). 

* Natural language processing: the facilitation of human-

computer interaction through recognition of and response 

to nuances in human language. Examples include Baidu 

(search engine), IBM Watson and Amazon Alexa. 

Learn more at accaglobal.com/digital.

Science reality
Once a concept firmly located in the realm of science fiction, artificial intelligence is 
now a reality – and that could be good news for professional accountants

Once upon a time, artificial intelligence (AI) was 
all science fiction and no fact. Now, AI-enabled 
products and services are proliferating, and AI’s 

capacity to significantly change how we live and work is 
becoming ever more apparent.

Public perception changes with familiarity, but predictions 

about AI’s pros and cons span a bafflingly broad range. At one 

end of the spectrum is tech entrepreneur Elon Musk. ‘Mark 

my words, AI is more dangerous than nukes,’ is just one of his 

dire warnings about all-singing, all-dancing ‘general AI’ rather 

than the functional, narrow AI used in his Tesla cars (and other 

current AI applications). 

At the other end of the spectrum is Steve Wozniak, co-

founder of Apple. He used to share Musk’s forebodings, but 

last year declared: ‘AI doesn’t scare me at all.’ Why? Because 

a two-year-old needs only see a dog once to be able always to 

recognise one, whereas a computer has to see a dog over and 

over again to achieve that level of recognition. 

Wendy Hall, computer science professor at the University 

of Southampton and an expert on AI, has a more balanced 

perspective. ‘There will be lots of positive benefits, but we 

need to get a grip of the downsides,’ she says, because 

change is happening very fast. AI technologies such as 

natural language processing, machine learning and machine 

processing are already improving processes, enhancing 

interactions, solving problems, performing functions and 

making decisions that used to be the preserve of humans. 

Expect ‘escalation and acceleration’, says Hall. 

Mother lode
Only time will tell what AI is capable of. Meanwhile all kinds of 

organisations across all business sectors are jumping on the 

bandwagon, implementing solutions that AI makes possible 

today and exploring what it could make possible tomorrow. 

The really big AI successes, however, may be concentrated 

among the biggest online service and storage companies such 

as Alibaba, Amazon, Google and WeChat, because they have 

a head start and vast amounts of data. 

‘Data is the key raw material that feeds machine-learning 

algorithms,’ says Narayanan Vaidyanathan, head of technology 

insight at ACCA. Massive growth in data volumes is one of the 

keys to AI advances. ‘We are producing lots more data than in 

the past, and our processing and computing capabilities are 

also expanding like never before,’ he says. ‘Tools like machine 

learning are poised for significant take-up because we have 

raw material and the ability to process it.’ 

Access to that raw material can be uneven. AI pioneers 

such as Amazon and Google have always valued the vast 

amounts of data willingly ceded to them, and have spent years 

preparing for the transition to macro-level applications of AI. 

‘The last 10 years have been about building a world that is 

mobile-first, turning our phones into remote controls for our 

lives. But in the next 10 years, we will shift to a world that is AI-

first,’ wrote Google CEO Sundar Pichai in a 2017 blog. 

Pichai predicts a world where ‘computing becomes 

universally available – at home, at work, in the car, or on the 

go – and interacting with all of these surfaces becomes much 

more natural and intuitive, and above all, more intelligent’. 

This shift appears to be well under way. There are chatbot 

educators, and legal and finance professionals are interacting 

with AI applications in areas as diverse as audit, financial 

services delivery and close processes, and fraud detection. 
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A new ACCA report, Machine learning: more science than 
fiction, examines early-stage AI applications, shares current 

thinking on the use of machine learning, considers the ethical 

implications for the professional accountant, and explores how 

AI will influence future skills for professional accountants. The 

report also considers emerging issues such as how machine-

learning algorithms make judgments, the avoidance of bias 

in data sets and algorithms, algorithmic accountability, and 

ensuring data provenance and veracity. 

‘Data can only be used to create insight if it is clean and has 

been validated and properly managed,’ says Vaidyanathan. 

This presents an opportunity for the profession. In many 

organisations, senior finance people manage governance, 

structure and processes; as the amount and value of data 

increases, so will the involvement of finance professionals. 

The vital go-between 
The growing ubiquity of data may drive growth in the 

profession. Accountants have access to data from across the 

business, work with operational data and are increasingly 

involved in processes that reflect the changing nature of 

strategic and corporate reporting. In the brave new world of 

data-enabled AI, the profession brings some very valuable 

skills to the table. ‘If you want to get insights from the data 

that add value, you need to understand where you are going 

as a business and to link what you are doing with the data with 

where you are trying to go as a business,’ says Vaidyanathan. 

Professional accountants understand how an organisation’s 

strategy, financial and non-financial information interact, 

and can communicate the resulting picture of value creation 

and direction for the company. Algorithms do lots of clever 

computation but you need business knowledge to ask the right 

questions and interpret the answers. ‘Professional accountants 

can add value in terms of bringing their professional scepticism 

and ability to interrogate, and having oversight of what the 

algorithm is doing,’ says Vaidyanathan.

Who’s liable? 
The spread of machine-learning algorithms raises a host of 

thorny questions on accountability. Professor Karen Yeung at 

Birmingham Law School in the UK says there are questions to 

be asked about the distribution of authority, responsibility and 

liability, and who should be held accountable. AI’s utilisation 

of data is creating new data protection issues. However, 

meaningful ethical regulation of AI systems will be difficult 

to mechanise, not least because AI components and data 

from multiple jurisdictions are being built into products and 

services. ‘Grappling with these questions is the Wild West; 

nobody really knows what data ethics is,’ Yeung says. 

Given that the abilities of AI are growing in proportion 

with data volumes, the world’s non-stop data growth seems 

likely to bring more problems. At some stage there may be 

an argument for breaking up tech giants or curbing their 

emerging monopoly on data. If we want to enjoy the benefits 

of AI we need to deal with some of the burdens – fast. 

Because as Hall observes: ‘The genie is out of the bottle.’ AB

Lesley Meall, journalist
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Trouble’s brewing
The cyber threat landscape is changing fast, with CFOs finding that 
they are now having to run to keep up

App attacks, cryptojacking, ping of death (the 
sending of a malicious ping to a computer), zero-day 
vulnerabilities – the A-Z of cybersecurity threats 

is constantly growing. New menaces emerge almost daily, 
the number of attacks is increasing, and no individual or 
organisation is invulnerable. ‘It is no longer a case of if 
you will be attacked, but when,’ says Geraldine Magarey, 
thought leadership and research leader at CA ANZ. A perfect 
cyber storm is brewing, and CFOs need to understand and 
mitigate the associated risks.

There are signs, however, that many CFOs and their finance 

teams regard cybersecurity as somebody else’s problem – the 

IT department is typically the one in the frame. Recent global 

research among more than 1,500 members of ACCA and 

CA ANZ found low levels of cyber risk awareness. ‘CFOs often 

regard cyber risk as a technology issue, not a governance or 

business issue,’ says Magarey. The research, Cyber and the 
CFO, a joint report with the Optus Macquarie University Cyber 

Security Hub and Singtel Optus, indicated that cyber threats 

did not register prominently, except perhaps where privacy 

was more front of mind as a result of recent legislation.

You are not alone
The responsibility for managing and mitigating cyber risk does 

not rest solely on the shoulders of CFOs. ‘It is the collective 

responsibility of the C-suite,’ says Clive Webb, senior insights 

manager at ACCA. However, CFOs are becoming more 

involved in operational crisis planning as business operating 

models evolve. ‘As more businesses are cloud-enabled and 

more technology resources are third-party hosted, technology 

starts looking less like an operational domain in its own right 

and more like a strategic operational issue,’ says Webb. Failing 
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This means war
Wargaming by corporates is on the rise. The simulation of 

moves and counter-moves in real-time settings can be an 

effective way to test organisational reflexes, find gaps in plans, 

and develop collaborative judgment capabilities. 

‘Cyber war games are an important way to raise awareness 

of the latest cyber risks and attack types, as well as cyber risk 

management and adaptive response capabilities,’ says Daniel 

Soo, Deloitte risk and financial advisory principal. ‘The most 

impactful war games are those that use live knowledge of 

an organisation’s current threat environment to support the 

decision-making process.’ 

Industry bodies are also testing and practising their 

collective response and information sharing procedures. 

Examples include Cyber RX in the healthcare industry, and 

Quantum Dawn, a biennial exercise that most recently 

involved more than 50 financial institutions, utility and 

infrastructure providers, plus various government agencies.

Management consulting firm McKinsey suggests wargaming 

can help CFOs to strengthen their strategic decision-making 

by simulating various scenarios in which executive teams make 

big and consequential decisions under pressure. A podcast on 

the subject is available at bit.ly/McKinsey-WarGames.

to respond to this trend can have dire operational and financial 

consequences for organisations. 

Trying to recover after an adverse cyber incident such as a 

data breach or ransomware attack can be complex and time-

consuming. Money spent trying to remediate damage – to 

data, systems, relationships with customers and suppliers, and 

the reputation of the business – can quickly mount up. Then 

you need to factor in opportunity cost and loss of revenue 

due to downtime. ‘Cybersecurity is a business issue, not a 

technology issue. CFOs need to understand and act on this,’ 

says Webb, because the damage a cyber attack can cause is 

determined by how ill-prepared an organisation is.

Plan to survive
Basic cybersecurity controls can protect against the most 

common cyber attacks, according to British government 

organisation the National Cyber Security Centre (NCSC). Like 

public and private sector specialists in other countries, the 

NCSC has made some simple guidance freely available (go to 

bit.ly/NCSC-Guidance). Cyber risk and liability insurance may 

give you a sense of security, but implementing and regularly 

testing basic cyber monitoring procedures and controls will 

make your organisation more resilient to the most common 

threats and make recovery from adverse cyber incidents easier 

to manage when they do occur – as 

they inevitably will. 

All organisations should assume 

that they will be attacked, even 

small and medium-sized enterprises 

(SMEs). ‘SMEs think they are not 

a target because cyber attackers 

will go after somebody bigger, 

but this is not true,’ says Magarey. 

Adverse cyber incidents afflicting 

the biggest businesses and brands 

may grab headlines, but such victims 

are merely the tip of an iceberg. 

Beneath the waterline, many smaller 

organisations are also being attacked 

by cyber criminals. According to 

Verizon’s 2018 data breach investigations report, 58% of cyber 

attack victims were businesses with fewer than 250 employees.

No organisation can be 100% secure; but a lack of cyber risk 

awareness leaves small businesses less well prepared for cyber 

attacks than larger organisations and less able to deal with the 

consequences. Research by the US National Cyber Security 

Alliance found that 60% of small businesses go bankrupt within 

six months of falling prey to a cyber attack. Unfortunately, 

SMEs are increasingly popular with cyber criminals, who see 

‘SMEs think they are 
not a target because 
cyber attackers will 
go after somebody 

bigger, but this is 
not true’

small businesses as a soft target for 

penetration and extortion, and an 

easy-to-access conduit into supply 

chains; hence the appeal of sector 

and multi-industry cyber wargaming 

(see panel). 

The spread of internet connectivity 

among objects, organisations and 

people – the internet of things – is 

turning us all into links in a chain, 

and the associated cyber risks are 

unlikely to diminish any time soon. 

As technology advances, so do the 

weapons that cybercriminals can 

deploy, along with the sophistication of their methods. 

‘As a CFO, you need to appreciate how fast the nature of 

cyber risks and the types of attack you may face are changing,’ 

says Webb. This, though, does not mean you need to become 

an expert on app attacks, cryptojacking or ping-of-death 

attacks. Webb says: ‘As a CFO, you should know what you 

don’t know and who to ask when you do need to know.’ AB

Lesley Meall, journalist
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Who shares wins
Information sharing is key to tackling money laundering and corruption, as the 
audience at ACCA’s 2019 international public sector conference heard

Serious and organised crime is big business. Many 
people may have no personal experience of money 
laundering, corruption or other financial crimes, but 

fraud, scams and bribery can be found, often at alarmingly 
high levels, in every country on the planet. 

The World Economic Forum puts the global cost of 

corruption at US$2.6 trillion, or 5% of global GDP, while the 

World Bank estimates that more than US$1 trillion is paid out 

in bribes by businesses and individuals every year. And the 

UK’s National Crime Agency reports that financial crime affects 

more citizens more often than any other national security 

threat, and leads to more deaths than all other national 

security threats combined.

Conflict and terrorism fuel illicit 

business activities, including human 

trafficking and drug trafficking, 

which drive money laundering. And 

moving fraudulent gains around the 

world anonymously has become 

much easier thanks to the internet. 

Public sector accountants are in 

the front line of the battle against 

serious organised crime, corruption 

and money laundering. The issue 

came under the spotlight at ACCA’s 

ninth international public sector 

conference, held in the Czech capital 

Prague at the start of March (see 

also the ‘Public gathering’ article in 

this edition’s ACCA section). Yet public sector accountancy 

professionals note that many in their field do not see tackling 

financial crime as part of their remit. 

United front
A key reason why financial crime flourishes is a lack of effective 

communication. At the conference, speakers and practitioners 

argued that a more joined up, proactive approach is required, 

with authorities, organisations and individuals working 

in concert. Peter Eigen, founder of non-governmental 

organisation Transparency International (TI), said: ‘Corruption 

cannot be fought by any one sector or institution alone. It has 

to be a collective effort.’ 

Tackling the problem is a significant challenge for 

governments. Understandably, efforts vary between nations. 

Max Heywood, TI’s global advocacy coordinator, said: ‘Very 

few countries are meeting global standards, and there are 

gaps in the scope of anti-money laundering legislation.’ 

An ongoing TI research project, involving 70 countries and 

a range of stakeholders, is shedding light on the challenge, 

and examining how anti-money laundering frameworks are 

meeting their objectives. According to Heywood, lack of 

communication in response to suspicious activity reports 

(SARs) emerges consistently as an issue in a range of 

jurisdictions. He said project participants report filing SARs 

but getting no feedback from the authorities, leaving them 

wondering whether the SAR system 

does much good. 

Conference delegates presented 

various solutions, from the global 

to the personal, but all echoed 

the need for greater, and better, 

communication. From a global 

perspective, Heywood urged careful 

consideration of the United Nations 

Sustainability Development Goals, 

especially SDG 16, which relates to 

establishing good governance and 

strong institutions. ‘If this goal is not 

tackled – and if the public sector 

does not have the funds for it – it will 

undermine all of the others,’ he said.

Scaling up solutions and sharing them internationally is also 

important. ‘When you think of the thousands of accountants 

and professionals spread around the world, it’s a question 

of how to expand those initiatives to the whole population,’ 

Heywood said, adding that better coordination between 

agencies is vital. ‘There has to be an effort to aggregate and 

synchronise those efforts.’

Claire Jenkins FCCA, forensic accountant at the integrity 

and enforcement unit of Companies House, the UK company 

registration body, said: ‘If countries aren’t speaking to each 

other, it gives criminals a whole range of things they can do.’

She argued that even at the national level, communication 

between public bodies should be closer. ‘For too long, public 

‘Corruption cannot 
be fought by any one 

sector or institution 
alone. It has to be a 

collective effort’ 

40 Accounting and Business May 2019

GL_I_IPSCeditorial.indd   40 04/04/2019   14:45



Views from the top
In a panel discussion at the conference, auditor generals 

from Jamaica, Nigeria, Pakistan and Tanzania discussed 

the challenges of creating and maintaining institutional 

independence as part of promoting sustainability.

Against a global backdrop of declining trust in government, 

Mussa Juma Assad, auditor general in Tanzania, stressed that 

independence must apply both to auditor generals and their 

departments. He acknowledged that ‘in newer democracies 

that can be a bit of a challenge. We have very strong 

personalities and weak institutions. When you have a strong 

personality in charge, they may not be interested in building 

strong institutions because they want to be seen to be powerful. 

It is a cycle that needs to be broken.’ Likewise, how to attract 

and retain competent staff is an ongoing dilemma, he said.

Anthony Mkpe Ayine, Nigeria’s auditor general, noted the 

need for political leadership and ‘the right resources’. 

Pamela Monroe Ellis, auditor general of Jamaica, stressed 

the role of technology in sustainability and high-quality audit 

in the public sector, observing that basic tools are still lacking 

across the Caribbean. ‘It’s about how to bridge that gap,’ she 

said. ‘It’s difficult to train someone in data analytics when they 

do not have such technology to use on a daily basis.’

sector accountants have worked within their own departments 

and no further,’ she said. ‘This has given a green light to 

fraudsters to exploit this lack of communication, because 

they know that departments aren’t speaking to each other. 

I cannot stress enough the importance of speaking to other 

government departments.’ 

Jenkins described a pilot project to share data between 

Companies House and the UK tax collection agency. ‘I knew 

that the lack of data sharing between us was holding us back. 

If we know that we can’t share data, the fraudsters know it too. 

It’s vital to bring those strands together.’ 

Maame Yaa Tiwaa Addo-Danquah FCCA, deputy 

commissioner in the Ghana Police Service, pointed out that 

professional accountants have a ready-made conduit for 

communication through their professional body. ‘Wherever we 

are, we have a society of accountants to call on,’ she said. ‘If I 

require information from an organisation, I know I have a point 

of contact. Bringing accountants together, sharing information 

and building the right kind of relationships goes a long way to 

help in the fight against crime.’ 

Jenkins urged practitioners to be proactive in fighting crime. 

‘This issue is not going to go away,’ she warned. AB

David Creighton, journalist in Prague
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Coping strategies

See our video in which Dr Rob Yeung 
offers advice on dealing with stress at 
bit.ly/ACCA-playlist.

Pressure points
The perception of stress and the ability to manage it vary from person to person, but 
there are techniques for coping with whatever comes your way, says Dr Rob Yeung

but not the same: it is possible to act on 

impulse, and it is also possible to make 

a plan but fail to follow through.

A third strategy involves getting 

advice or assistance. Sometimes, 

stressed individuals feel ashamed and 

withdraw from others, but research 

suggests that seeking guidance from 

colleagues, friends and professional 

advisers may be more beneficial.

Coping with stress effectively requires 

both problem-focused and emotion-

focused strategies. For example, 

people coping with situations such as 

unexpected job loss or illness often find 

comfort in humour – making jokes about 

the situation – while others turn to 

religion, spiritual beliefs or meditation.

Self-distraction is another coping 

strategy – using TV, reading, 

daydreaming or shopping, for instance. 

Taking the mind off difficulties in this 

way may work when people have 

invested properly in problem-focused 

strategies such as taking action and 

making plans. In cases of overwork, 

for example, it can be unproductive 

to put in yet more hours at the office, 

and switching off by doing something 

different at least for a while may be a 

better idea. In other situations, people 

misuse self-distraction – going shopping 

or watching TV rather than tackling the 

issues causing them stress.

One of the most effective emotion-

focused strategies is positive reframing. 

People who agree with statements such 

Stress is not something that has to 
happen to you. Two individuals can 
go through the same situation – job 
loss, long working hours, illness or 
bereavement, for example – yet report 
very different levels of stress.

In the late 1990s, the University of 

Miami’s Charles Carver looked at the 

effectiveness of particular behaviours 

and coping strategies at dealing with 

stress. For example, denial of issues 

is not uncommon but tends to bring 

further anguish. People who agreed with 

statements such as ‘I’ve been saying 

to myself this isn’t real’ and ‘I’ve been 

refusing to believe it has happened’ 

tended to report higher levels of distress.

Sometimes, people engage in 

behavioural disengagement, which 

is measured by agreement with 

statements such as ‘I’ve been giving 

up trying to deal with it.’ Another 

ineffective strategy is self-blame: people 

wasting energy on criticising themselves 

for the situation or wishing they could 

have done things differently. Self-blame 

is ineffective because it is clearly not 

possible to change what has already 

happened. Likewise, substance abuse 

– alcohol, medication or illicit drugs – is 

rarely helpful in the long run. It is better 

to deal with the root cause of the stress 

or to minimise the ensuing distress.

Tackling stress
In terms of dealing directly with the 

cause of a problem, three strategies 

have been linked to reduced stress. One 

involves taking action to improve the 

situation. A second involves planning – 

taking time to think ahead about steps 

to take. These two strategies are related 

Coping with 
stress effectively 

requires both 
problem-focused 

and emotion-
focused strategies
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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.

What am I doing wrong?

AYou have been invited to interviews, so employers

 clearly see you as having solid qualifi cations and 

experience. When I coach job hunters to pass interviews, the 

problems I spot are often to do with either the credibility or the chemistry 

of the individual – and sometimes both.

In terms of credibility, interviewers are massively infl uenced by how you come 

across. If you do not appear articulate and confi dent when answering questions, they 

may doubt your credibility. So make sure you invest time in writing down examples of 

situations where you demonstrated key skills. For example, if the job requires ‘leading 

teams’ and ‘managing change’, then be sure to have examples – compelling, real 

stories to tell – of why, how and who you led in order to get results. Then rehearse 

your examples out loud as if you were speaking to an interviewer. Writing them down 

is of little use unless you can articulate them clearly under pressure.

The other main issue is often to do with chemistry: your enthusiasm, likeability and 

how much interviewers want to work with you as opposed to merely respecting your 

competence. Often, preparing and rehearsing interview answers allows candidates 

to relax more so that they can demonstrate more of their humour, warmth and other 

human qualities in the interview itself.

If you are not certain you are creating suffi cient rapport, fi nd a friend or mentor 

with whom you can practise being interviewed. Focus in particular on using your 

tone of voice, facial expressions and the speed at which you speak to convey 

qualities such as passion, humility and an appropriate sense of humour.

Tips for the top 
If you are listening to a colleague and fi nding them boring or diffi cult to understand, 

did you know that you may be partly to blame? In a classic study, researchers led by 

the University of Victoria’s Janet Bavelas asked participants to narrate personal stories 

one-on-one to listeners they had never met before. Some listeners were instructed 

to respond normally by nodding, using encouraging noises – mm-hms and okays – 

and reacting with appropriate facial expressions; other listeners 

were told to make far fewer responses. The subsequent 

analysis of video recordings of the conversations showed 

that narrators who spoke to less responsive listeners 

were rated as having told their stories signifi cantly 

less well. Poor listening disadvantages storytellers. 

Psychologists call listening cues a back channel – a 

stream of information directed at the narrator that 

infl uences the narrator’s performance. If you are an 

unresponsive listener, you put off speakers and make 

them harder for you to understand.

Dr Rob’s talent clinic

Q I have started applying for 

a new job and have had fi ve 

interviews. However, I have not been 

offered a job, nor have I been invited 

to any second-round interviews. 

as ‘I’ve been trying to see it in a different 

light, to make it seem more positive’ 

and ‘I’ve been looking for something 

good in what is happening’ tend to 

experience better psychological 

well-being. Positive reframing 

involves deliberately seeking 

out the benefi ts of a situation 

– for example, being fi red is an 

opportunity to look for more 

satisfying work, or illness is a 

chance to re-evaluate values and 

priorities in life.

University of Kent researchers Joachim 

Stoeber and Dirk Janssen found that 

positive reframing was of particular 

use for people with perfectionist 

tendencies and unrealistic standards 

for themselves. Seeking the positives in 

a situation takes mental effort but may 

help to reduce levels of stress.

Another effective emotion-focused 

strategy is to seek emotional support. 

This is about seeking comfort and 

understanding rather than advice. 

Colleagues and business acquaintances 

may provide practical assistance when it 

comes to fi nding a new job or handling 

diffi cult circumstances at work, but 

friends and loved ones may be better at 

listening and compassion.

Stress does not have to be passively 

endured. It can often be assuaged by a 

combination of tackling the problematic 

situation and using the right emotion-

focused coping strategies. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk.
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Shift + alt
With research concluding that work can change employees’ personality, it makes 
sense to start exploiting this characteristic. Nicola Davies explains how

static view of individual differences 

and characteristics because thriving 

emphasises growth and learning. I think 

that when we hire someone because 

they fit the job, we need to keep in 

mind that the fit is not static – the job 

will change, and so will they.’

The demands-affordances 

transactional model of personality trait 

development at work plots the multiple 

workplace factors that can influence 

changes in personality. It has three 

fundamental facets:

* demands – features of workplace 

tasks (such as project timelines and 

deliverables) or context feature, 

(such as team culture)

* affordances – the personality traits 

(such as organisational skills or the 

ability to multitask) that individuals 

use to manage workplace demands 

* the demand-affordance 
transaction – the process by which 

affordances are applied, adjusted 

and developed to meet demands, 

usually motivated by the goal of 

attaining positive outcomes in 

the workplace (such as rewards or 

job benefits).

The results of the demand-affordance 

transaction also impact demands and 

affordances. Woods explains: ‘People 

who have high demands and low 

control, for example, tend to increase in 

neuroticism over time.’

To illustrate this further, if a person has 

a job with a high level of responsibility 

but does not receive adequate support, 

then they may experience high levels of 

anxiety, stress and distress. Motivational 

elements in the workplace, such as 

bonuses and promotions, influence 

psychology at the University of 

Surrey in the UK. ‘The first examines 

normative development, which is 

the change in personality traits that 

accompany maturation. 

‘The second has looked at how 

individual experiences lead to 

individually specific change. These 

studies show, for example, that unique 

work experiences have a specific impact 

on how traits develop. 

‘The third looks at the role of 

interventions, showing that non-clinical 

traits do change and develop because 

of clinical intervention.’

Changes to personality are generally a 

response to changes in social roles, and 

work plays a very big part in people’s 

social lives.

Changing with the job
When personality traits are viewed as 

dynamic, they can be a powerful tool 

for continued development in the 

workplace – and even thriving in the 

workplace. Woods says: ‘The concept 

of thriving is incompatible with a 

According to the latest figures from 
the Organisation for Economic 
Co-operation and Development, 
individuals spend an average of 1,744 
hours a year at work (ranging from 
2,257 in Mexico to 1,419 in Norway). 
We all know that spending so much 
time in a single environment can impact 
us in numerous ways, but can work 
impact our personalities – the very core 
of our being? Recent research suggests 
that indeed it can. 

Personality is assumed to be an 

unchanging characteristic, which is why 

many organisations use personality and 

psychometric tests to predict how good 

a fit an applicant is to the position. The 

notion that personality is static is backed 

up by the existence of five personality 

taxonomies that are believed to be 

basic character dispositions that endure 

through adulthood:

* neuroticism – a tendency towards 

negative emotions such as anxiety, 

depression and self-doubt 

* extraversion – outgoing and 

sociable 

* openness to experience – curious 

and imaginative 

* agreeableness – kind, cooperative 

and considerate

* conscientiousness – driven to do 

tasks well.

However, research has indicated 

that personality is, in fact, a fluid and 

dynamic construct, changing over the 

course of time as a result of a range of 

factors, one of which is work.

‘The evidence for the development 

of personality traits comes from three 

lines of research,’ says Stephen Woods, 

professor in work and organisational 

‘When we hire 
someone because 

they fit the job, we 
need to keep in 

mind that the fit 
is not static – the 

job will change, 
and so will they’
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Make the most of your personality
* Keep close those who bring out the best in you. Spend time with colleagues 

who have a positive impact on your personality. If Jane brings out your 

conscientiousness and Derek your neuroticism, spend more time with Jane.

* Divide and conquer. Diffuse positivity into your environment by surrounding 

yourself with people, quotes, pictures and items that make you feel good and 

bring your agreeableness to the forefront. 

* Learn from others. Look for the strengths in others and establish how you can 

learn those skills or traits. Perhaps you admire Sarah’s openness to experiences. 

Which workplace tasks will bring out some of your curiosity, and how can you get 

more of these tasks?

* Self-develop. Spend some time on introspection to explore any personality traits 

you wish to improve or build on.

* Wholesome wellbeing. Focus on wellbeing outside of work – regular exercise, 

nutritious eating and kindness towards others – as this will generate a positive 

outlook that you can take to work with you. 

* Increase your autonomy. Find ways to demonstrate self-motivated actions, such 

as suggesting an improvement to an existing work process.

how individuals respond to demands 

and affordances, thereby impacting 

personality as well.

Harnessing change 
Humans are geared towards 

psychological growth, and this need 

for growth is primarily responsible 

for most personality changes. In this 

respect, personality change at work 

can be perceived as a developmental 

mindset linked to resilience, low stress 

and achievement. 

Research indicates that even modest 

personality change as a result of 

workplace demands and contingencies 

can have a profound, positive impact 

on an individual’s career growth. 

Some research even shows that an 

individual’s income may be reflected in 

their job-personality: the better the fit 

of personality traits with those that are 

ideal for the job, the higher the income.

It is good news that personality isn’t 

static. It complements our innate human 

need for growth and self-development. 

It also gives us the opportunity to 

improve our person-work fit, so that 

work becomes more than just a place 

we have to spend eight hours or more 

a day, five days a week; it becomes 

instead somewhere we can thrive. AB 

Dr Nicola Davies is a health psychology 

consultant, medical writer and counsellor.
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Power to the peoplePower to the people
Management might need to take a new perspective on how their teams are formed 
and motivated if they are to get the most from them, says Alison Young

outcomes. Disagreements about how to 

allocate resources or achieve outcomes 

is often more about the tension between 

the different agendas rather than a 

refl ection of the individuals themselves. 

The clash comes because they are being 

pulled in different directions by different 

external stakeholders, or because they 

have different perceptions about how 

the team needs to achieve its goals or 

its core purpose.

Start from the outside
Too often, our default can be to dive 

in and try to improve performance 

from the inside. Instead, starting 

from the outside will give the team 

new perspective, a common future 

How many times have you judged a 
team to be dysfunctional or simply 
not performing to the standard that’s 
required of it? A fi rst step in trying to 
‘fi x’ such a team is often to lift the lid 
and look inside to ask: what are the 
team dynamics? Where do different 
personalities or personal ‘styles’ clash? 
What are the unhelpful behaviours? 
While action in these areas may yield 
some short-term results, it may not 
produce sustainable team improvement 
because it fails to answer the key 
question: effective team dynamics for 
what purpose? 

In our haste to turn around a 

team’s performance, we can overlook 

important clues outside rather than 

inside the team. Gathering information 

from key stakeholders and the wider 

environment to clarify the purpose – and 

therefore the team’s licence to operate 

– will act like a magnet moving over 

iron fi lings lying randomly on a piece of 

paper. It will change their orientation 

to face a common direction and, when 

that direction is clear, there will be a 

motivation to embed new behaviours, 

collaborate with someone with a 

different style or work through that 

‘personality clash’.

In fact, the label ‘personality clash’ 

is often a misnomer. The ‘clash’ may 

be caused by different agendas being 

played out – for example, when two 

people are working to different goals or 
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Fast forward
As well as looking from the outside-in, 

it’s also worthwhile looking from the 

future-back: in other words, asking what 

will be required a certain period of time 

from now. This helps future-proof the 

impact of the team by keeping it agile 

to opportunities and threats.

Foundations for high performance are 

built on questions like these:

* How would we describe the task 

that our main stakeholder requires 

of us?

* What are our own personal hopes 

and vision for the business in the 

next two to three years?

* How far is our purpose, vision 

and strategy jointly owned by the 

whole team?

* What do we need to achieve by 

when, and how will we measure and 

demonstrate tangible success?

* How do our individual roles 

work together to achieve our 

collective ambition?

If this approach creates a sustainable 

level of high performance, then what 

stops many teams from doing it? Often 

the most challenging reason is that 

it requires the team to agree who its 

primary stakeholder actually is, and 

sometimes the most obvious answer 

is not the full one. When we overlay 

organisational politics, the fast-changing 

to focus on and a reason to want to 

put in place new behaviours or ways 

of working. 

Considering the team in its 

broader context helps us think more 

systemically and encourages us to 

draw on a richer range of infl uences 

and levers that create and sustain 

high team performance. In addition to 

giving the team more perspective both 

individually and collectively on what 

they’re in business for, it also grounds 

the team in their business context. They 

see the relevance and added value of 

their contribution, which in turn helps 

them make better decisions and use 

resources more effectively because they 

understand the ‘why’. 

environment in which teams operate, 

and the complexities of structures such 

as matrix, cross-company or cross-sector 

collaborations, the primary stakeholder 

may not be the obvious answer. 

While the person to whom the team 

reports may be the obvious primary 

stakeholder – and the person who 

wants to believe that they are the 

primary stakeholder – it may be that 

the real power lies elsewhere in the 

organisation. There may be other key 

infl uencers or budget holders who 

determine the fate of the team, or 

perhaps other decision-makers linked to 

regulatory or technological change who 

wield important power. 

Identifying and seeking out the 

opinion of the person or people who 

created the team – or who owns the 

mandate for its ongoing existence – is 

a good starting point, adding in others 

who also have a stake in the team’s 

existence and contribution. Listening 

to the needs of these stakeholders, and 

gathering information more broadly 

from the wider organisation or sector to 

consider trends into the future, will give 

the team a solid licence to operate and 

rich buy-in to the team’s success. Only 

once the mandate is clear is it worth 

the team moving on to address their 

vision, mission, scope and how they’ll 

work together based on what success 

looks like.

Only when the team has agreed 

and owns its collective ambition – and 

understands how individual roles need 

to work together to achieve it – will 

the scene be set to explore behaviour, 

style and team dynamics. AB

Alison Young is a director of Leaders 

in Change. @Leader_Insights.

Considering 
the team in its 

broader context 
encourages us to 
draw on a richer 

range of influences 
and levers
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Impaired vision

Adam Deller looks at developments 
in the IASB’s project on goodwill 
impairment at bit.ly/AB-Deller4.

Rainy days reconsidered
The most notable modification to the accounting standard for provisions looks likely 
to come from a change in how they are measured, as Adam Deller reports

The concept of an accounting standard 
for provisions is a long-standing feature 
of financial reporting, introduced to 
protect investors from companies 
engaging in profit-smoothing (because 
businesses with volatile earnings are 
regarded as riskier investments) by 
creating and releasing provisions to 
suit their situation. 

The standard’s key principle is that 

a provision is recognised if there is a 

probable outflow of economic events 

arising from a present obligation. As 

long as there is a reliable estimate, 

a liability is recorded on the entity’s 

statement of financial position. If the 

outflow is possible, but not probable, 

a contingent liability is recorded in the 

notes to the entity’s accounts, but not 

shown as a liability in the statement of 

financial position.

Similarly, a contingent asset relates 

to a potential future inflow, and is also 

shown only as a disclosure note, rather 

than being recorded as an asset in the 

statement of financial position. The bar 

for recognising a contingent asset is 

higher than for a contingent liability.

The introduction of IAS 37, Provisions, 
Contingent Liabilities and Contingent 
Assets, in 1998 aimed to prevent entities 

from being able to simply record 

provisions (and related expenses) in 

good years where targets are exceeded, 

releasing the liabilities (and so reversing 

the expense) in lean years. This standard 

has stood largely unchanged for many 

years, acting as the gatekeeper for the 

recognition of uncertain liabilities in 

many cases.

In 2015, the International Accounting 

Standards Board (IASB) decided to 
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conduct research on changes to IAS 37 

pending the fi nalisation of the revised 

Conceptual Framework. Following 

the publication in March 2018 of the 

updated framework, the research 

project for IAS 37 is fi nally active.

The issues surrounding the research 

project and the discussion around the 

accounting for provisions will examine 

the defi nitions used and the recognition 

and measurement criteria. We’ll look at 

the issues and potential actions to be 

taken for each of these.

Definitions
One of the issues is the defi nition of a 

provision, crossed with the defi nition 

of a liability. According to IAS 37, a 

provision is a liability of uncertain timing 

or amount, so the project was held 

back while the defi nition of a liability 

was under discussion for the revised 

Conceptual Framework.

The defi nition of a liability has now 

changed under the revised framework. 

Previously defi ned as ‘a present 

obligation of the entity arising from 

past events, the settlement of which is 

expected to result in an outfl ow from 

the entity of resources embodying 

economic benefi ts’, a liability is now 

defi ned as ‘a present obligation of the 

entity to transfer an economic resource 

as a result of past events’.

This change is likely to result in some 

of the most signifi cant discussions 

within the IAS 37 research project, as 

the defi nition of a liability no longer 

mentions expected outfl ow, whereas 

the standard continues to require a 

probable outfl ow of economic benefi ts 

to be recognised. Following the 

updates to the Conceptual Framework, 

the IASB believes the change is more 

of a recognition issue than a defi nition 

issue, so we will focus on the change in 

relation to possible recognition issues.

In addition, an explicit reference to 

prudence has now been included in 

the Conceptual Framework. It states: 

‘Prudence is the exercise of caution 

when making judgments under 

conditions of uncertainty.’ 

IAS 37 has long applied the principle 

of asymmetric prudence, which can be 

highlighted by looking at an example 

of a legal case. Imagine that entity A is 

being sued by entity B for $100,000 and 

is likely to lose the case: entity A must 

record a provision for $100,000, but 

entity B can only record a contingent 

asset (disclosing it in the notes to the 

fi nancial statements). 

Even though the probabilities are 

the same on each side of the equation 

in this example, the treatment in the 

books of both entities is different. 

Entity A must be prudent by recording a 

liability, while entity B must be prudent 

by only disclosing the contingent asset 

rather than recognising an asset in its 

fi nancial statements.

The IASB has concluded that 

asymmetric prudence is not an essential 

part of faithful representation, but that 

it is useful in certain contexts, such as in 

IAS 37. It will therefore remain in IAS 37 

and is unlikely to change.

Recognition criteria
While the defi nition of a liability may 

have changed, it is unlikely that this will 

affect the recognition of a provision in 

this sense. IAS 37 has often employed 

different criteria from other standards 

through the use of the ‘probable 

outfl ow’ threshold and the asymmetric 

prudence mentioned above.

Many respondents to the initial 

research project were concerned that 

the probability criteria in IAS 37 would 

be removed in line with the changes 

to the Conceptual Framework, but the 

IASB appears to have little appetite 

for that. It believes the recognition of 

provisions is working reasonably well 

and there is no particular requirement 

for this to be changed.

The definitions 
and recognition 

and measurement 
criteria of the 

accounting for 
provisions will be 

examined
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costs: direct labour, direct materials, 

cost allocations that relate to contract 

activities (such as supervision, insurance, 

depreciation), costs explicitly charged 

to the counterparty under the contract, 

and other costs incurred only because 

an entity entered into the contract.

Next steps
The likely way forward is a change to 

some wording to refl ect the updates 

to terminology in the Conceptual 

Framework, particularly the defi nition of 

a liability. It is also possible that some 

explicit reference to prudence will be 

incorporated. These changes are likely 

to be relatively minor and will not affect 

the process of accounting for provisions 

or contingencies for entities.

Despite the concern that the need for 

a probable outfl ow of economic benefi ts 

could be removed, this appears unlikely. 

The IASB has already concluded that 

while the defi nition of a liability no 

longer needs an expected outfl ow, the 

probability element is a recognition 

issue. It is therefore likely to remain in 

the standard, as the IASB has given 

no indication that any changes to the 

recognition are required or proposed.

The IASB will press on with the 

narrow-scope adjustments in relation 

to onerous contracts, which is likely to 

result in more specifi c guidance on the 

costs to be included. In addition, it will 

seek feedback on any other aspects of 

IAS 37 that stakeholders may feel need 

amending. Responses will be gathered 

in the fi rst half of 2019, with the aim of 

developing recommendations in the 

third quarter. AB

Adam Deller is a fi nancial reporting 

specialist and lecturer.

Measurement criteria
Of all the areas to be looked at in the 

research project, the measurement of 

provisions seems most likely to result in 

notable changes to the standard. From 

initial research, there has been diversity 

noted in the measurement of provisions 

recorded, particularly on discount rates 

and which costs should be included in 

calculating the amount of a provision. 

IAS 37 does not specify whether the 

rates used to discount future cashfl ows 

should take into account the risk of non-

performance by the entity, sometimes 

called the entity’s own credit risk.

Nor does IAS 37 specify whether 

a provision should include only the 

incremental costs of fulfi lling an 

obligation or also allow an allocation 

of directly attributable overheads. This 

situation is already under consideration 

in the form of an exposure draft that 

considers the costs to be included in the 

recognition of an onerous contract.

IAS 37 defi nes an onerous contract 

as one in which the unavoidable costs 

of meeting the obligations under the 

contract exceed the economic benefi ts 

expected under it. It also states that 

those unavoidable costs refl ect the least 

net cost of exiting the contract, which is 

the lower of the cost of fulfi lling it and 

any compensation or penalties arising 

from failure to fulfi l it. 

It all sounds pretty sensible, and the 

rule for an onerous contract is that a 

provision is recognised in full for the 

loss to be made under the contract. The 

problem that has arisen is that IAS 37 

does not specify which costs to include 

in determining the cost of fulfi lling a 

contract, which is where the exposure 

draft comes in.

The IASB proposes to specify in IAS 37 

that the cost of fulfi lling a contract 

comprises the costs that relate directly 

to the contract, rather than only the 

incremental costs. The exposure draft 

goes on to suggest examples of such 

The definition of a 
liability may have 
changed, but it is 
unlikely to affect 

the recognition of 
a provision
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The limits of sustainability reporting
Hans Hoogervorst, chair of the International Accounting Standards Board (IASB), 

has cautioned against exaggerated expectations for sustainability reporting as a 

catalyst for change in the absence of policy and political intervention. At the Climate-

Related Financial Reporting Conference in Cambridge in April, he said financial 

incentives would be the crucial element in combatting climate change, and was 

therefore championing reporting standards that focus on the investor and the impact 

of sustainability issues on future company returns rather than reporting focused 

primarily on a company’s contribution to the public good. Hoogervorst’s preferred 

type of sustainability reporting fits well with the IASB’s ongoing overhaul of the 

management commentary practice statement to put more focus on intangibles.

Technical update
A monthly update of the latest developments in financial reporting, taxation and  
legislation from international regulators, the US and elsewhere

to gather feedback on how to drive 

better alignment of sustainability 

reporting frameworks with each other 

as well as with frameworks that promote 

integration between non-financial and 

financial reporting. The consultation 

is considering the recommendations 

of the Task Force for Climate-Related 

Financial Disclosures, identifying 

how non-financial metrics relate to 

financial outcomes and how this can be 

integrated in mainstream reports. The 

survey closed on 1 May, but a series of 

global roundtables will continue the 

consultation throughout May.

IFAC ethics proposals
IFAC (the International Federation of 

Accountants) has published an exposure 

draft seeking views on proposed 

changes to the international code of 

ethics for professional accountants. 

The proposals include changes in 

key terminology (including a revised 

definition of the term ‘assurance client’), 

enhanced and clarified independence 

requirements for attestation 

engagements, clarification of types of 

assurance engagement, and simplified 

guidance on assurance engagements. 

More at bit.ly/EthicsRev.

National

India hedging delay
The Reserve Bank of India has 

delayed for an unspecified period 

the implementation of new Indian 

accounting standards based on IFRS 9, 

Financial Instruments. The delay 

was required because the necessary 

amendments to the Banking Regulation 

International

Beneficial ownership toolkit
The Organisation for Economic Co-

operation and Development (OECD) 

has released the first ever beneficial 

ownership toolkit. It is designed to help 

governments implement the standards 

of its Global Forum on Transparency 

and Exchange of Information for Tax 

Purposes. The standards ensure law 

enforcement officials have access to 

reliable information on the identity 

of the ultimate beneficial owners 

behind a company or other legal 

entity. Intended to prevent criminals 

from hiding illicit activities behind 

opaque legal structures, the toolkit 

is aimed in particular at emerging 

markets. It was prepared by the forum’s 

secretariat in partnership with the 

Inter-American Development Bank and 

will be updated over time to capture 

developments in standards and best 

practices. More at bit.ly/BenOwnToolkit. 

Corporate reporting 
The International Integrated Reporting 

Council’s corporate reporting dialogue 

initiative has launched a consultation 
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Act 1949 have not yet been approved, 

and because of the poor level of 

preparedness of many banks. A previous 

one-year delay in implementation was 

imposed last year. 

Australia’s climate reporting
The Australian Accounting Standards 

Board has issued advice on the 

materiality of climate risk in financial 

statements. Its new practice statement 

is intended to be considered alongside 

the climate risk disclosure requirements 

of the Task Force on Climate-Related 

Financial Disclosures (TCFD) and 

the Australian Securities Exchange’s 

corporate governance principles. The 

AASB believes it is the first standards 

board in the world to release this 

advice. In the past year, the Australian 

Prudential Regulatory Authority, the 

Australian Securities and Investments 

Commission and the Reserve Bank 

of Australia have all publicly issued 

statements illustrating the risks, 

concerns and opportunities arising from 

climate change.

Zambia scraps VAT
Zambia’s finance minister Margaret 

Mwanakatwe has announced the 

abolition of value added tax (VAT) and 

its replacement with a non-refundable 

sales tax, with effect from 1 April. The 

move is likely to help the government 

boost revenue collection and bring 

down mounting debt. Mwanakatwe 

said the Zambia Revenue Authority 

would finalise audits of all outstanding 

VAT refund claims and collect any 

unpaid taxes before making the change. 

The country is also to introduce new 

mining duties and increase royalties to 

help tackle debt.

US income tax disclosures
The US Financial Accounting Standards 

Board (FASB) has issued a proposed 

accounting standards update to 

improve the relevance of current 

income tax disclosure requirements. 

The FASB delayed finalising an earlier 

proposal because of an upcoming tax 

reform. The revised update has been 

released to reflect the substantial 

changes in the way US businesses 

are taxed as a result of the Tax Cuts 

and Jobs Act of December 2017. 

The proposed revision removes 

disclosures that are no longer 

considered cost-beneficial or relevant, 

and adds disclosure requirements 

identified as now relevant. Comments 

are requested by 31 May. More at 

bit.ly/USIncTaxDisclose. AB

Paul Gosling, journalist
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Balancing act
As ethical corporate governance codes become the norm, Taiwo Oyedele FCCA 
provides tips on how Nigeria’s code applies in the field of tax

* the requirement to promote ethical 

culture and responsible corporate 

citizenship 

* acting in the best interest of all 

stakeholders

* ensuring a balance of skills 

and experience in board 

composition 

* use of independent external 

expertise 

* fair, responsible and transparent 

remuneration 

* effective internal control and audit

* whistle-blowing framework 

* related party transactions 

* comprehensive disclosure.

Poor tax governance may not kill 

The business environment continues to 
change at a rapid pace. Many actions 
that were once considered acceptable, 
even legal, are now being questioned 
on the basis of ethics and morality. 
This is as true for tax as it is for other 
business and financial obligations. 

In this era of global tax collaboration 

and exchange of information, 

companies must comply with an array 

of regulations, such as the Common 

Reporting Standard, Country-by-

Country Reporting and the Foreign 

Account Tax Compliance Act. 

Professional accountants in practice 

and in corporate roles are now 

required to disclose tax violations 

and non-compliance with laws and 

regulations to regulators in certain 

circumstances under the Responding 

to Non-Compliance with Laws and 

Regulations framework.

More and more countries are 

introducing corporate governance 

codes to establish good practice for 

managing organisations sustainably. 

Many of the principles included in 

these codes apply to the tax sphere. 

For instance, in the new Nigerian Code 

of Corporate Governance, unveiled by 

Nigeria’s Financial Reporting Council 

in January, 20 of the 28 principles 

have a bearing on tax obligations of 

companies. These include:
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total tax contribution showing all 

taxes paid (including those collected 

as an agent of government). Those 

who have nothing to hide have no 

incentive to hide.

* Awareness: incorporate tax 

awareness training into staff 

induction programmes and organise 

regular refresher courses for existing 

staff at all levels, including the board 

and suppliers.  

* Record-keeping: keep proper 

records of income and expenses, 

and evidence of timely compliance 

with tax filing and payment; simply 

meeting your obligations as they 

fall due is not enough. Do not 

rely on tax consultants or the tax 

authorities to keep copies: that is 

your responsibility. 

* Plan cashflow: manage your 

cashflows properly and pay your 

taxes as they fall due to avoid huge 

liabilities including penalties and 

interest. Bear in mind that some 

taxes are payable based on profits 

which may not have translated into 

cash when the payment falls due. 

* Process: when dealing with tax 

authorities, be sure to follow 

due process and document your 

interactions for future reference. 

Under-the-table dealing is not the 

answer; it only delays the evil day. 

immediately but it will eat away at 

the body corporate over time. The 

consequences of neglecting it include 

reputational damage leading to loss of 

customers and investor dissatisfaction; 

loss of opportunity – for example, 

government contracts often require 

evidence of compliance in the form of 

a tax clearance certificate; corporate 

sanctions and penalties in the form of 

fines, prosecution and imprisonment 

for officers of the company responsible 

for violations; business disruption; 

and, at the extreme, closure – tax 

authorities have powers to seize 

company assets and sell them in order 

to recover taxes due.

Signs that a company may be failing 

to fulfil its tax governance obligations 

include senior leadership who neglect 

their own tax affairs – the chances are 

they will permit similar laxity in their 

business; persistent lateness filing 

returns and paying taxes, whether on 

the part of a company or a third party 

appointed by it; poor or incoherent 

disclosures in financial statements or 

other published reports; and use of 

excessively aggressive tax schemes.

Don’t hide
Hiding from tax obligations is not a 

sustainable strategy. A company should 

not look to avoid tax by failing to make 

full disclosure of its tax affairs; hoping 

that the taxman doesn’t find out is 

definitely not a solution. Here are some 

useful tips to help you achieve good 

tax governance:

* Culture: develop a code of conduct 

that clearly spells out how the 

company deals with its tax affairs and 

share it with stakeholders including 

suppliers, customers, employees, 

investors and tax authorities.

* Transparency: be transparent in 

reporting and disclose tax matters in 

detail; this can be part of integrated 

reporting. Publish your company’s 

* Control, compliance and 
leadership: make tax an item on the 

board agenda; it is not something 

that can be left to back-office 

discussion or tax consultants. 

Monitor the tax environment 

and respond in a timely way to 

any changes.

* Share information: maintain lines 

of communication with other 

departments and functions such 

as legal, procurement, logistics, 

finance and HR; tax is always a 

consequence of other transactions 

and so cannot operate in isolation.   

* Corporate tax strategy: plan 

how the organisation views its tax 

responsibilities in the context of its 

business operations in the short, 

medium and long term. There 

should be tax sign-off for corporate 

transactions and a plan to deploy 

technology for tax management 

including getting insights from tax 

data analytics.

* Outside expertise: make use of 

tax specialists where necessary. 

Tax matters can be very complex 

and the cost of not consulting 

can end up far greater than the 

consultancy fee. 

So, to sum up, companies should 

implement a tax plan, communicate 

with stakeholders inside and outside the 

company, monitor to ensure that they 

are on track, and update in response 

to changes to ensure they remain 

compliant. Those that do will come out 

in front.

In the words of former US 

president Franklin D Roosevelt: 

‘Taxes are the dues that we pay for 

the privileges of membership in an 

organised society.’ AB

Taiwo Oyedele is a partner and 

West Africa tax leader at PwC and 

founder and president of the Impact 

Africa Foundation.

Poor tax 
governance 
may not kill 

immediately but 
it will eat away at 

the body corporate 
over time
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CVi

Professor Arnold Schilder comes from a family of theologians and auditors. He 

studied theology from 1966 to 1974, but wanted to understand more about how 

business interacts with society, so joined a predecessor firm of PwC in 1972, 

moving into international audit in 1985, as well as taking on several management 

roles in the firm. In 1998 he moved to take up a place on the managing board of 

the Dutch Central Bank (DCB), where he was responsible for banking regulation 

and supervision. In addition, he served as the chair of the Basel Committee on 

Banking Supervision’s Accounting Task Force from 1999 to 2006 and as a member 

of the Public Interest Oversight Board from 2005 to 2008. He remained on the DCB 

board until 2008, before beginning his decade-long tenure as chair of the IAASB in 

January 2009. He has also enjoyed a side career as a part-time professor of auditing 

at the Universities of Amsterdam and Maastricht from 1988 to 2009. In 2001, he 

was made a knight in the Order of Orange Nassau, a Dutch civil and military order 

of chivalry, awarded for ‘special merits for society’. He also received a Lifetime 

Achievement Award from International Accounting Bulletin in 2014.

A life in audit
Professor Arnold Schilder, retiring chair of the IAASB, reflects on his decade-long 
tenure and considers what the future may hold for audit and assurance

After 10 years at the helm of the 
International Auditing and Assurance 
Standards Board (IAASB), Professor 
Arnold Schilder is stepping down. It 
has been a decade of great change 
and upheaval for the audit profession, 
with the IAASB at the forefront of the 
movement to create and maintain 
a set of globally recognised, high 
quality standards that serve the many 
stakeholders in today’s audits.

But it is also a time to look forward 

to the developments that will have an 

impact on the future of auditing and 

assurance: wider stakeholder interest, 

developments in emerging economies, 

shifting expectation gaps and the 

increasing use of technology will all 

continue to figure on the agenda for 

IAASB meetings in years to come.

Back in 2010, a year after Schilder 

had taken on the role of chairman at 

the IAASB, he told an ACCA Council 

meeting that the expectation gap was 

real, and that as auditors had to deal 

with many users and regulators, it was 

important to discover what those users 

and auditors expected and how those 

expectations changed over time. So, a 

decade on, how much has changed?

‘We were always educated in 

awareness of the expectation gap, 

and that we need to make clear what 

auditors can do and what auditors 

cannot do,’ Schilder says. ‘That is 

one half, but the other half is that 

auditors have to deliver. There are 

reasonable expectations, but speaking 

to colleagues in the IAASB around the 

world some would say the gap has 

narrowed, while others would say it has 

stayed the same, or increased. So, the 

expectation gap is a dynamic concept, 

one that is changing all the time. How 

you deliver on that is the key question.’

Schilder, however, points to a number 

of initiatives implemented during his 

time in office that have gone some 

way to reducing that gap. ‘We have 

developed new audit reports, including 

key audit matters, which are a complete 

step change from previous audit 

opinions,’ Schilder explains. This has, 

in turn, created more transparency 

around the audit process while helping 

to explain what is expected of an audit. 

This transparency is also helped by 

reports on audit quality from individual 

regulators, which can be critical but 

also positive.’

But Schilder also observes that 

advances in technology have 

contributed to a widening expectation 

gap – now that whole data populations 

can be interrogated, there should 

be far better testing methods. At the 

same time, stakeholder pressure has 

required the auditing of non-financial 

information, which can be open to far 

wider interpretation, presenting greater 

difficulties in validation.

Distinguished service
Schilder joined the auditing profession 

in 1972 when he enrolled with a 

predecessor firm of PwC in the 

Netherlands. From 1998 he was a 

board member of the Dutch Central 

Bank, where he served until 2008, 

before taking up his current position at 

the IAASB the following year. During 

his time at PwC he earned a PhD in 

business economics with a thesis on 

auditor independence, a distinction that 

would have stood him in good stead as 

he took on the IAASB role.
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The achievements over the past 10 

years are probably too many to list, but 

Schilder points to several areas where 

he believes there has been signifi cant 

progress during his time with the board.

The fi rst is the work on auditing 

estimates. The revised ISA 540, Auditing 
Accounting Estimates and Related 
Disclosures, is, Schilder says, a very 

important contribution to auditing. ‘It 

goes to the heart of every audit, so 

strengthening it was a major move,’ he 

explains. The revisions ensure that the 

standard continues to keep pace with 

changing markets and fosters a more 

‘The audit 
expectation gap 

is changing all 
the time. How 

you deliver 
on that is the 

question’
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independent, challenging and sceptical 

auditor mindset. ‘The standard is asking 

auditors to always ask what lies behind 

the assumptions.’

It is this scepticism that is constantly 

reinforced throughout the work of the 

IAASB, and indeed national regulators 

around the world. This sits alongside 

another area of progress, the suite 

of proposed quality management 

standards, which were released in 

February 2019. These standards will 

change the way professional accountancy 

firms are expected to manage quality – 

for audits, reviews and other assurance 

and related services. ‘The fundamental 

change here is it shifts from a backward-

looking quality control system to a more 

preventative, proactive approach so that 

auditors are sure they will have done the 

right thing,’ he explains.

The final area is non-financial 

reporting, with the release of a 

consultation paper in February 2019 on 

emerging forms of external reporting 

(EER) assurance. EER encapsulates many 

different forms of reporting, including 

integrated reporting, sustainability 

reporting and other reporting by 

entities about environmental, social 

and governance matters. ‘It is about 

exploring new ways and linking 

concepts, but it is also a major area of 

development for reporting, driven by 

a fundamental interest in the global 

environment,’ Schilder says. 

A further key area where audit is 

rapidly evolving, and will continue 

to do so into the future, is the use of 

technology in the audit process. ‘I am 

very impressed with all the possibilities 

that new technology allows auditors to 

apply to the process, but the question 

is, how will this impact auditing 

standards?’ Schilder asks. Already, the 

IAASB’s technology group is assisting 

with the revision of some auditing 

standards, but feedback suggests 

that the issue is not so much that the 

standards are broken, as that they 

were written at a time of less rapid 

technological progress.

‘We are now in the initial phase of 

a project addressing the audit of the 

future. But auditors will always be 

required to help reduce uncertainty 

about financial reporting with their 

expertise and judgment. Society is 

relying on the auditors to deliver, and 

the challenge has not decreased,’ 

Schilder says.

There is, however, one big question 

that Schilder does not yet know the 

answer to. It is a philosophical question, 

but nonetheless one that needs to 

be asked as auditors are required to 

delve into more financial and non-

financial areas. ‘How much is enough?’ 

he asks. ‘The interactions between 

the many stakeholders means we 

need everyone round the table. Public 

interest has moved forward so much in 

the last 10 years.’

And Schilder has no doubt that it will 

continue to do so into the future. AB

Philip Smith, journalist
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Council update
ACCA’s governing body met in March in London to discuss the ongoing 
development of ACCA’s strategy, governance, budgets, and more

Council met on Saturday 
16 March in London. 
The Council meeting 
featured discussions and 
decisions on a number of 
important matters.

* The president, deputy 

president and vice 

president updated 

Council on their activities 

since the last meeting, 

including ACCA’s 

participation at the World 

Congress of Accountants 

in November 2018 and 

attendance at events in 

China, Cyprus, Greece, 

Ireland, Poland, Romania 

and the UK.

* Council received a 

presentation and 

report from the chief 

executive focused on 

strategic performance 

to 31 January 2019 and 

key strategic matters 

and issues.

* Council received an 

update and broke 

into discussion groups 

to consider the 

second phase of the 

implementation of the 

governance review 

following the bye-law 

changes approved by 

members at the AGM 

in 2017.

* Council considered in 

discussion groups two 

possible scenarios for 

ACCA and the profession 

in 2030 as part of the 

ongoing development of 

ACCA’s future strategy.

* Council approved the 

proposed budget for the 

organisation for 2019/20, 

including the proposed 

membership subscription 

for 2020. Following a 

recommendation from 

a group of committee 

chairmen, Council also 

approved the measures 

and targets to be used 

to track ACCA’s strategic 

performance in 2019/20.

* Council received the 

annual report from 

the chairman of the 

Regulatory Board, 

including progress on 

priorities, progress 

made by each of the 

sub-boards, and data 

on the operation of the 

regulatory functions. 

* Council considered 

a paper on the 

development of the 

strategy partnership with 

the Shanghai National 

Accounting Institute 

in China.

* On a recommendation 

from Nominating 

Committee, Council 

agreed to co-opt Taiwo 

Oyedele and Amos Ng 

to Council for three 

years, in accordance with 

bye-law 23. Both are 

senior ACCA members 

who have made a 

significant contribution 

to the profession and 

wider ACCA member 

engagement, and 

Council believes this 

will further enrich the 

breadth of experience on 

Council.

* Council noted a report 

from the Qualifications 

Board, including the 

review of the December 

2018 examination results.

* Council agreed a 

timetable for choosing 

its preferred nominee for 

vice president in 2019/20. 

* Council received a 

presentation from 

the chairman of Audit 

Committee on the 

work of the committee, 

focusing on a deep-dive 

into risk management.  

* Council received 

reports from the 

Nominating Committee, 

Governance Design 

Committee, Audit 

Committee, Resource 

Oversight Committee 

and Market Oversight 

Committee meetings 

held during the period 

from November 2018 to 

March 2019.

Council will hold its next 

meeting in London on 

22 June 2019. AB
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The World Bank’s 
Jarett Decker.

Consultant 
Martin Turner.

Left to right: Tanzania’s auditor general Mussa Juma Assad, Nigeria’s AG Anthony 
Mkpe Ayine, Pakistan’s deputy AG Zamir Ahmad, and Jamaica’s AG Pamela Monroe-Ellis.

Public gathering
Key figures from around the world update ACCA members 
on the issues around building a sustainable public sector

ACCA welcomed more than 
200 members to its annual 
public sector conference in 
Prague in March. 

Taking place at the Czech 

capital’s Marriott Hotel, the 

2019 event was subtitled ‘a 

sustainable public sector’, 

and sessions included: 

financially sustainable 

methods of funding 

infrastructure (including 

the launch of ACCA’s 

recent report Bridging the 
infrastructure gap); the role 

of accountants in tackling 

fraud, corruption and serious 

organised crime; innovating 

in the digital age; and the 

role of audit institutions 

in delivering a sustainable 

public sector.

The two-day conference 

also featured contributions 

from leading figures 

including Tomáš Vyhnánek 

from the Czech Republic’s 

Ministry of Finance; 

Stephen Walker, president 

of CA ANZ (Chartered 

Accountants Australia New 

Zealand); Thomas Müller-

Marqués Berger, chair 

of Accountancy Europe’s 

public sector panel; 

Mike Driver, head of the 

government finance function 

in the UK’s Civil Service; 

and auditor generals from 

Jamaica, Nigeria, Pakistan 

and Tanzania.

To read some of the 

highlights of the public 

sector conference, see 

page 40 of this edition of AB; 
or, for the full programme 

and list of speakers, visit 

bit.ly/ACCA-IPSC2019. AB
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EY’s Thomas Müller-Marqués Berger, Bonnie Ann Sirois of 
the World Bank, and Vincent Tophoff (ex-IFAC).

CA ANZ president 
Stephen Walker.

Tomáš Vyhnánek, Czech 
deputy finance minister.

Delegates take time 
out to network at the 
conference in Prague.

City of Mississauga 
CFO Gary Kent 
and CPA Canada’s 
Davinder Valeri.

Attendees enjoy a 
conference session.

Guyana Police’s Maame Addo-Danquah, Claire Jenkins 
of Companies House in the UK, and Transparency 
International’s Max Heywood.
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Prospective bursary recipients in South Africa made 
the most of the selfie station.

Vincent Opiyo welcomes one of ACCA’s new members in 
Kenya who have made the step up from affiliate.

One of the thrilled newly qualified members at the ACCA 
Kenya ceremony that celebrated their achievement. 

ACCA South Africa and CharterQuest welcomed 
bursary recipients at an induction event.

South Africa
 

A leg up
ACCA South Africa is 

partnering with Finance 

and Accounting Services 

Sector Education and 

Training Authority (Fasset) 

to help increase the 

number of professional 

accountants in the country. 

A joint initiative seeks to 

recruit suitable bursary 

recipients to study towards 

the ACCA Qualification 

(Strategic Professional) in 

response to the finance 

sector’s ‘occupations in high 

demand’ policy.  

In March, together 

with ACCA Approved 

Learning partner 

CharterQuest, 

ACCA South Africa held 

induction events for this 

year’s cohort of 123 lucky 

students, whose studies 

will be fully funded 

The next step
A joint initiative aims to boost the number of accountants in South Africa, while 
ACCA Kenya welcomes the affiliates who have made the leap to full membership

by Fasset. Recruited 

from universities across 

South Africa, the students 

had the opportunity to 

learn more about the 

ACCA Qualification, 

including the practical 

experience requirement and 

the study process. 

The event concluded 

with a lively Q&A session, 

which enabled students 

to find out more 

about what the ACCA 

Qualification involves.

Pat Semenya, head 

of ACCA South Africa, 

commented: ‘This 

initiative will bring change 

to the lives of many South 

Africans and offers a 

real chance for them to 

become global leaders 

of tomorrow.’
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In memoriam
Many of you will have seen the news about the Ethiopian 

Airlines plane which crashed on 10 March after leaving Addis 

Ababa bound for Kenya. Sadly, an ACCA member and an 

ACCA student were among the 157 passengers and crew who 

lost their lives. 

Mercy Ndivo was a recent Masters in Professional 

Accountancy graduate; she and her husband, Mwazo Jared 

Babu, had been in London to attend a graduation ceremony. 

An ACCA member, Mercy worked as an auditor with KPMG in 

Nairobi, Kenya, and leaves behind a 15-month-old son.

Mulusew Alemu Abi was an ACCA student. Yodit Kassa, 

head of ACCA Ethiopia, said that he had only recently visited 

the ACCA office to pay his subscription, and was returning 

to Kenya where he worked with Catholic Relief Services. The 

Ethiopian team met with his family to offer their condolences. 

ACCA is a global family. It is our members, affiliates and 

students who make this organisation what it is – truly global 

and truly connected. We remember Mercy and Mulusew who 

were part of this family. 

Kenya

Profitable conversion
Over the last 14 months, 

ACCA Kenya has supported 

106 affiliates in their 

conversion to membership. 

In March, the office hosted 

a colourful celebration to 

mark this achievement, with 

65 of the newly qualified 

members present. 

Also in attendance were 

the new members’ guests, 

senior ACCA members 

and invited affiliates and 

students, giving the latter 

a first-hand opportunity 

to see what it looks and 

feels like to qualify: the 

recognition, appreciation 

of hard work and the 

climax of their journey 

to membership. 

The guest speaker was 

Ndung’u Gathinji FCCA, 

chairman of Drummond 

Investment Bank, who 

focused on integrity and 

ethical practices, referencing 

current challenges in the 

country and the contribution 

that new members can make.

Vincent Opiyo FCCA, 

member advocate and 

first runner-up in the 2018 

Advocate of the Year contest 

(Africa region), inspired new 

members by sharing his 

personal journey.

The new members were 

badged and enthusiastically 

received into the profession 

by the senior members. AB
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ACCA’s advocacy awards 
celebrate the achievements 
of individual members who 
have acted in a variety of 
ways to promote ACCA, 
the ACCA Qualifi cation or 
the accountancy profession 
in general. 

‘The idea for advocacy 

came from understanding 

the pride members have 

in the qualifi cation and 

in having worked so hard 

to achieve it,’ says John 

Weston, ACCA’s head 

of member advocacy 

and satisfaction. ‘Some 

members overcome all 

sorts of challenges to get 

the qualifi cation and then 

have fulfi lling careers. As a 

consequence, there’s a huge 

willingness to go out and 

spread the word.’ 

But there are benefi ts for 

the advocate too. Those 

who advocate ACCA benefi t 

personally and professionally, 

and it is true 

to say that 

the more you 

contribute to 

ACCA, the 

more you will 

get out of it.

The concept 

of advocacy 

has deliberately 

been defi ned 

in very broad 

terms, allowing 

it to encompass 

a range of activities that 

members undertake in 

promoting ACCA and the 

profession. This could involve 

talking to school or university 

students about the potential 

of an accounting or fi nance 

career and the benefi ts of 

the ACCA Qualifi cation, 

or promoting ACCA 

professionals to employers. 

It might involve taking part 

in ACCA committees and 

initiatives, or participating in 

a broader forum to share a 

professional perspective. 

Realising that many 

members spontaneously 

act in such ways, ACCA 

launched its inaugural 

advocacy awards in 2017, 

with winners recognised 

the following March. The 

positive response from 

around the world confi rmed 

a strong and widespread 

desire to celebrate the 

achievements and activities 

of ACCA members who 

act as advocates for the 

accountancy profession. 

National winners
This year the comprehensive 

selection process again 

began with the identifi cation 

of national winners in 17 

countries. These national 

winners were then assessed 

by panels of senior members, 

including members of 

ACCA’s governing Council, 

to come up with six 

regional winners. 

Nominees were asked to 

provide supporting evidence 

to show how they had 

demonstrated advocacy in 

action in a variety of ways: 

attracting and inspiring 

the next generation of 

accountants; developing or 

supporting other members; 

sustaining and building 

ACCA’s reputation; and 

leading the profession. 

‘The willingness 
of advocate-

members to share 
their experiences 

for the benefit 
of others is 

outstanding’

Champion celebration
For the second year running, ACCA has recognised members who champion their 
profession, inspiring and supporting fellow and future members – and society at large

64 Accounting and Business May 2019

AFR_A_Advocates.indd   64 08/04/2019   17:24



Choosing the regional 

winners was a challenging 

process, triggering extensive 

discussions. Nevertheless, 

six outstanding regional 

ACCA advocates were finally 

selected, and their successes 

are being celebrated in their 

home markets among friends 

and colleagues. 

The winners come from 

both private and public 

sector backgrounds. 

Through their various forms 

of advocacy they have 

increased ACCA members’ 

skills and knowledge 

by using social media 

and improving access 

to technology courses. 

They have also inspired 

and mentored future 

generations of ACCA 

students, encouraged wider 

business understanding of 

the importance of corporate 

governance and ethics, 

and identified how ACCA 

professionals can improve 

the lot of humanity. 

Six of the best
The six regional advocacy 

award winners, who took the 

initiative to lead and inspire 

while presenting ACCA in 

the best possible light, are 

as follows:

* Middle East and South 
Asia (MESA): Suren 

Rajakarier FCCA, 

partner and head of 

audit and assurance, 

KPMG Sri Lanka

* Emerging markets: 
Jaroslaw Grzegorz 

FCCA, associate partner 

in forensic and integrity 

services, EY Poland

* Europe and Americas: 

Etain Doyle FCCA, 

executive coach and 

non-executive director 

based in Ireland

* ASEAN and ANZ: Alice 

Tan FCCA, chief financial 

adviser at the Land 

Transport Authority of 

Singapore

* China and Hong Kong: 

Major Qinxue Mei FCCA, 

chief operating officer 

and chief HR officer, 

Jiawei Renewable Energy

* Africa: Paul Ankunda 

FCCA, head of finance 

and administration 

for the financial 

management and 

accountability 

programme hosted by 

the Ministry of Finance, 

Planning and Economic 

Development in Uganda.

‘There are many inspiring 

stories, and choosing winners 

from among such active 

advocates is very hard,’ says 

Weston. ‘Advocacy is such 

an inclusive, broad, umbrella 

term. It could range from 

talking to your neighbour 

about what their teenager is 

going to do for a career, to 

helping build the profession 

in your country. 

‘This year’s winners have 

all proved to be leading 

advocates for ACCA and the 

profession. The willingness of 

such members to share their 

experiences for the benefit 

of others is outstanding, 

and I would encourage 

more members to come 

forward and share their 

pride in ACCA and their own 

advocacy stories.’ AB

Africa winner: Paul Ankunda
I call the ACCA Qualification my ‘voice of reason’. I work 

in the public sector and have been able to contribute to 

a range of public financial management reforms, which 

have enabled various government departments to manage 

public resources better. My qualification has allowed me to 

support these reforms, which include budget preparation 

and execution, accounting and reporting, control and audit, 

and fiscal policy. 

It has also enabled me to tackle a multitude of challenges, 

created lifelong relationships with different generations of 

professionals, and instilled in me professional values and an 

ethos of serving with integrity for the greater good.

Accountants are central in many institutions and help 

inform decision-making and strategy. In this capacity, 

the ACCA Qualification empowers you to contribute to 

economic, social and environmental sustainability, and its 

ongoing CPD and extensive resources also help towards 

these achieving these goals. 

I also feel I am helping to create an informed future 

generation and contributing to improved education and 

quality of life when I go into universities and talk to students 

about the ACCA Qualification. After all, my father inspired 

me to enter accountancy and the best way for me to repay 

his support is to inspire the next generation of accountants.

I have participated in many ACCA forums, CPD events 

and international conventions, chaired the ACCA Uganda 

member network panel, and was Uganda’s delegate on the 

ACCA International Assembly.

Becoming an ACCA advocate is simple. You start by 

creating an awareness of the benefits of sound accounting 

within your community. In this digital era, you have many 

resources available to you to improve your knowledge and 

showcase ACCA’s benefits, and you can tap into a network 

of over 200,000 ACCA members around the world.

Paul Ankunda FCCA (right) receives his award 
from Richard Byarugaba FCCA
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More information

To find out more and to register, visit accaglobal.com/digital.
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Power of digital 
Join ACCA’s online event next month on embracing the 
challenges – and benefits – of digital transformation

To tie in with its current 

focus on ‘the power of 

digital’, ACCA is running a 

one-day virtual conference 

to examine the technology 

themes that are impacting 

the accountancy profession 

around the world today and 

into the future.

Registration to attend 

the free event on 11 June is 

now open. Members who 

can’t join live can register to 

receive details of how to join 

in the on-demand period. 

All attendees can gain up to 

seven units of verifiable CPD.

The online conference will 

include sessions looking at 

ACCA’s professional insights 

report on machine learning 

and artificial intelligence 

(see also page 36 of this 

issue); how the ACCA 

Qualification is adapting 

to tech developments; 

how to manage change 

and lead digital 

transformation, with 

organisational psychologist 

Dr Rob Yeung; and the 

latest developments 

in blockchain. AB
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