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EDITORIAL

Dear Reader,
ICPAK is proud to proclaim its 40th Anniversary - (1978-2018)

I

t has been a long journey. The
accountants who launched ICPAK
40 years ago, acknowledge that
the challenges were many but they
were determined to confront them,
to give this country a strong accounting
body. During those early days, accounting
students in Kenya had no formal colleges
to train them, so these front-runners made
a decision to offer their services for free.
Also, when accountants needed a corporate
body, they started lobbying the government
to establish the Accountants Act in 1977.
Former President Mwai Kibaki was at that
time, Finance Minister. He convened the
first meeting at KICC in 1978. Everyone
with accounting knowledge was brought
together under the grandfather clause;
so bookkeepers, auditors, accountants
and others, would all be members of the
institute.

Public Accountants of Kenya (ICPAK), the
Capital Markets Authority (CMA) Kenya,
and the Nairobi Securities Exchange
(NSE). Uganda and Tanzania have started
their own FiRe Award, using Kenya as a
benchmark, while Rwanda launches its
own version on 26th October, 2018. Kenya
has provided technical support to these
countries for free.

In this dedicatory Journal, you will, among
other things, see how ICPAK came to
be, how KCA, was set up, how and why
the economic symposium was started,
and how Kenya started adopting IFRSs
and joining reputable bodies like the
Institute of Chartered Public Accountants
of England and Wales – ( ICAEW),
International Federation of Accountants
(IFAC), and others… IFAC is a strong
body; comprising over 175 members and
associates in more than 130 countries
and jurisdictions, representing almost 3
million accountants in public practice,
education, government service, industry,
and commerce. For ICPAK to be part of
this and to be represented very strongly
here, is proof of good leadership.

One member fittingly says - ICPAK
certainly has its head “together”; its body
is as nimble as ever; it need not lie about
its age; in fact, it improves with age in
the same way as wine does. Happy 40th
birthday ICPAK: may you live forever.

Apparently, ICPAK has the largest
representation of IFAC in Africa. Today,
ICPAK is a leading provider of quality
products, services, and technical support. It
made a bold move to start adopting IFRSs
when it did. The same applies to IFAC
SMO Policy Actions, where, globally,
ICPAK was among the first Institutes
to comply. It prides itself in starting the
FiRe (Excellence in Financial Reporting)
Award - a cost-effective way to encourage
compliance with IFRS. The FiRe award, is
a joint initiative of the Institute of Certified

As ICPAK celebrates its 40th birthday,
those who took part in its early
development, are happy to see what it has
become after so much effort. They advise,
going forward, that it faces challenges
bravely and decisively, continues to make its
voice heard, and that it continues training
its members so they can comfortably
join the international community and to
ensure their relationship with the public is
unceasingly nurtured.

Meanwhile, in our cover story, the writer
says, the fact that we live, on average, in a
corrupt and corruptible society, is a common
fact. And that, after a three year stint in
one of the Far East countries, one can see
the stark disparities in our value systems.
In truth, the differences in our values as a
country and those of the Asian Tigers are
as clear as night and day. These differences
are manifest in the economic performances
of our country and those of these Asian
Tigers in just under five decades. While
these countries have gone ahead to claim
their roll of honor among the community
of nations, we have remained holed up in
the bottomless pit of misery and with no
end in sight.
Kenya like many other countries is still
using Gross Domestic Product (GDP)
and System of National Accounts (SNA)
as the preferred gauge for monitoring
and measuring economic progress.
However, some countries, led by Canada,
are progressively shifting to the Genuine

Progress Indicator (GPI) method as a more
inclusive approach. GPI is considered by its
proponents as a system of sustainable wellbeing accounts that measures the genuine
physical conditions of life. GDP and SNA
have well-known shortcomings, especially
when it comes to capturing non-cash
transactions as well as resource depletion
economic activities. The measures assume
that development is only about monetary
gain and any other good deeds such as
undertaking volunteer work and spending
time with family members are worthless.
Find out more about this in the economy
segment.
The concept of depreciating property, plant
and equipment has been around since the
19th Century, if not before. Put simply,
depreciation is, and always has been, the
systematic allocation of the cost of an
asset less its residual value over its useful
life. IAS 4, Depreciation Accounting, was
one of the early International Accounting
Standards, being issued in November 1975.
It was replaced by IAS 16, Accounting for
Property, plant and equipment in March
1982, the name of which was later reduced
to simply Property, plant and equipment in
1993. Read more about it, in the financial
reporting and assurance segment.
Finally, see one man’s determination to
create awareness about kidney ailments
in the health segment, and the internal
business hand shake in the finance and
investment slot. We explain how fear can
affect you in the inspiration section, and
why you should think twice if you want to
buy a lifetime holiday home, in the travel
story.
These are the exciting articles we bring you
along with your regular features in our last
issue of 2018.
Warmest thoughts and best wishes for a
wonderful holiday and a very happy new
year!
Mbugua Njoroge
Editor
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Financial Reporting and Assurance

IAS 16

THE MOST IGNORED STANDARD?

T

he concept of depreciating
property, plant and equipment
has been around since the
19th Century, if not before.
Put simply, depreciation is,
and always has been, the systematic
allocation of the cost of an asset less its
residual value over its useful life. IAS 4,
Depreciation Accounting, was one of the
early International Accounting Standards,
being issued in November 1975. It was
replaced by IAS 16, Accounting for
Property, plant and equipment in March
1982, the name of which was later
reduced to simply Property, plant and
equipment in 1993. In Kenya, Kenyan
Accounting Standard 5 (compliant with
IAS 4) was effective from 1 January 1985,
superseded by IAS 16 some 15 years later
when Kenya adopted IFRS.
Familiarity breeds contempt, so it is
perhaps because the standard has been
around for so long without fundamental
changes that it is so largely ignored.
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FCPA Simon Fisher
Accountants seem to be comfortable that
they know how PPE is accounted for in
practice, so feel they have no need to refer
to the standard. However, the practical
application often ignores the requirements
of the standard, as illustrated by the
following questions which, more often
than not in my experience, are wrongly
answered.
1. Why do you use the reducing balance
method of depreciation?
Wrong answers:
a) “That is the method required by the
Income Tax Act for calculating wear
and tear allowances (and using the same
method avoids the need to account for
deferred tax)”. Wrong because financial
statements should comply with IFRS,
not the Income Tax Act: adjustments are
made in the tax computation to apply the
rules of the Income Tax Act (and using
the same method and rates eliminates
deferred tax only up to the point that

assets are sold – thereafter there is likely
be a temporary difference).
b) “Because it is allowed by IAS 16”.
Wrong because although IAS 16 cites the
“diminishing balance” method as a possible
method of allocating the depreciable
amount of an asset on a systematic basis
over its useful life, it requires that the
method used “shall reflect the pattern in
which the asset’s future economic benefits
are expected to be consumed”. In my
view, it would be extremely rare that the
diminishing balance method results in the
most appropriate reflection of the pattern
of that consumption. A new delivery van,
for example, is likely to be able to provide
the same economic benefits each year for
at least the first 3 years of its life, so to
allocate a reducing depreciation charge in
each of those 3 years is not appropriate.
2. When you depreciate plant on a
reducing balance basis why do you use a
rate of 12.5%?

Financial Reporting and Assurance

Wrong answer:
“Because it has a useful life of 8 years.”
Wrong, because after depreciating an
asset for 8 years at 12.5% using the
reducing balance method the carrying
amount would still be 34% of the original
cost, which is unlikely to have been your
estimate of residual value. IAS 16 requires
that the depreciable amount of an asset be
allocated on a systematic basis over the
asset’s useful life, where the depreciable
amount is the difference between cost
and residual value. As an example, if the
reducing balance method was the most
appropriate reflection of the pattern of
consumption of the economic benefits,
and the residual value after a useful life
of 8 years was estimated at 5% of cost,
the reducing balance depreciation rate
would have to be 31.2%. At a 12.5%
reducing balance rate, it would take 22
years to reduce the carrying amount to
5% of original cost. If the residual value
of an asset was only as scrap with a
value of, say, 1% of cost after 8 years, the
reducing balance method would require
a depreciation rate of 43.7%. Would
this really reflect the consumption of
economic benefits flowing from the asset
in, say, year one? How many companies
that use the reducing balance method can
claim that the percentages used are based
on their estimates of useful lives and
residual values?
3. Why do you depreciate motor
vehicles at 25% straight line?
Wrong answers:
a) “Because that is group policy”. Wrong
because ‘policy’, if it is to comply with
IAS 16, cannot go beyond the statement
that depreciation is calculated so as to
write down the cost of each asset to its
residual value over its useful life. The rates
used are estimates arrived at in applying
that policy to each asset so, even for motor
vehicles, the rates are likely to differ
between, say, saloon cars, pick-ups, and
trucks.
b) “Because that’s what everyone else
uses”. Unfortunately, nowhere in IAS
16 does it say that it is acceptable just
to use a rate that others use. Rather, the
standard emphasises that “The estimation
of the useful life of an asset is a matter of
judgement based on the experience of the
entity with similar assets”.
The only ‘correct’ answer would be
“Because all our motor vehicles have
an estimated useful life of 4 years and a

residual value of nil at the end of those 4
years”, which is clearly unreasonable. My
experience with new saloon cars is that a
straight line rate of 10% could be more
reasonable based, say, on an estimated
useful life of 7 years, after which the
residual value is estimated as 30% of cost.

As with a
number of
standards, the
concept in IAS
16 is simple:
the carrying
amounts
of items of
property, plant
and equipment
should be
reduced to their
residual values
over their useful
lives. However,
as we have
seen, applying
this concept in
practice can be
challenging.

Pick-ups and trucks possibly require a
higher rate, but rarely as high as 25%.
4. 4 years after purchasing plant that
you have been depreciating at 12.5%
straight line (useful life of 8 years with
insignificant residual value) you revalue
the plant. At what rate do you depreciate
the revalued amount?

Wrong answer:
“12.5%”. Wrong, because that would
suggest that the act of revaluing the plant
has automatically resulted in extending
its useful life by 4 years (its remaining
useful life has become 8 years, whereas
only 4 years were left prior to revaluation).
Residual values and useful lives should be
reviewed at each reporting date, regardless
of whether assets have been revalued. This
means that if you revalue a class of assets
that were purchased in different years but
that each have a useful life of 8 years, then
after revaluation each asset might have a
different depreciation rate depending on
how many years of its overall estimated
life remain after revaluation.
5. You buy a factory on leasehold land,
the lease of which has 80 years left to run.
At what rate do you depreciate the asset?
Wrong answer:
“Over the remaining period of the lease
(1.25% straight line)”. This is likely to be
wrong for various reasons. “Useful life”
in these circumstances is defined as “the
period over which an asset is expected to
be available for use by an entity”. It can
be shorter than the economic life of the
asset. You therefore need to estimate how
long you expect to use the asset. Maybe
the goods that you plan to produce in the
factory are expected to become obsolete
after 10 years, and you then plan to sell
the factory and the land. In which case
you would need to estimate the residual
value, at today’s prices, of a building that
is 10 years older and a lease with only 70
years left to run, and depreciate the asset
accordingly. Or maybe you plan to keep
the land for 80 years, but demolish the
factory after 10 years and build a new one.
In which case you would have to allocate
the cost of the asset between ‘land’ and
‘buildings’, then depreciate the land over
80 years and the buildings over 10 years.
As with a number of standards, the
concept in IAS 16 is simple: the carrying
amounts of items of property, plant and
equipment should be reduced to their
residual values over their useful lives.
However, as we have seen, applying this
concept in practice can be challenging.
It is not just measurement of fair values
that might require difficult judgements
and subjective estimates: even property,
plant and equipment measured on a
historical cost basis requires the use of
such estimates.
sfisher@ke.rsm-ea.com
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IFRS 16
21ST Century Accounting for Leases
By CPA Jesse Gitahi

Firms will also need to foster
more interaction between
other departments

O

n 13 January 2016, the
International Accounting
Standards Board, IASB
released a new accounting
standard on leases, IFRS
16 - Leases. The effective date for this
new standard is January 1, 2019. Early
adoption was however allowed at release,
provided that a reporting entity also
applied the changes to revenue recognition
introduced by IFRS 15 - Revenue from
contracts with customers, which replaced
IAS 18 – Revenue, effective January 1,
2018.
IFRS 16 will in effect replace the
current IAS 17 Leases, which first
became effective on January 1, 1984. IAS
17 was revised once and amended once.
The last changes were effective on January
1, 2010. It has been widely accepted that
IAS 17 does not truly reflect economic
reality especially because of its treatment
of operating leases off-balance sheet as a
single expense. In a talk on IFRS 16 soon
after its release, IASB Chairman Hans
Hoogervorst, observed that it will bring
lease accounting into the 21stcentury.
IASB, who collaborated with
America’s
Financial
Accounting
Standards Board, FASB, in developing
the standard estimates that one out of
every two entities using IFRSs or US
GAAP will be affected by the changes
in accounting for leases. So what changes
does the new standard bring along?

6
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1. Definition of a lease
IFRS 16 focuses more on who controls the
right-of-use asset (This is where the link
with IFRS 15 is). While the definition
of lease in IFRS 16 does not change
significantly from the IAS 17 (which
focused more on who between the lessee
and lessor carries the risk and reward),
the new standard has more emphasis on
how a lease is different from a service. Just
like in IAS 17, Non-lease components are
excluded, but lease components have to
be reported.

Implication

This means that the lessee will have
to identify and separate non-lease
components (that is, services components
like maintenance) to ensure that only lease
components are reported in the statement
of financial position. Consequently
separation of non-lease components from
a lease will become more important in
negotiating for a lease.
It is notable also that IFRS 16 allows
a lessee to recognize the lease and
non-lease comment as a “single lease
component” on the statement of financial
position. If a lessee elects to adopt this
policy, the lease obligations reported
on the statement of financial position
would in effect, increase. In this case, a
lessee is not allowed to account for the
combined lease and non-lease component
as a ‘service’. Ideally, it will be easier for
user of financial statements to carry out
a comparison of financial statements,
capturing useful material information on
leases rather than additional components.

2. Lease buy decision
Operating lease will be capitalized
as opposed to the off balance sheet
accounting treatment under IAS 17.
This treatment allowed lessees to use
operating lease to avoid recognition
in the statement of financial position,
reduce reported risk and reward, or even
to use operating leases as a tool to price
more competitively. Under IFRS 16 the
type of lease will have fewer implications
from accounting perspective. While
IFRS 16 is effectively doing away with
the classification of lessees as operating
lease or finance lease, it leaves lessor
accounting substantially the same as in
IAS17. Besides, the operational realities
of operating leases and finance leases will
not change.

Implication

A direct impact is that firms will look
more at the operational benefits of
leasing over accounting benefits. Besides
affecting lease buy decision by lessee
firms, their pick of lease agreements may
change especially for firms who relied
on the off balance sheet treatment of an
operating lease, and they will be keen to
come up with ways to continue to get the
most favourable arrangement.
3. Operating lease accounting
treatment
In the new standard, for operating lease,
assets and liabilities are to be reported
on the statement of financial position,
in other words, operating leases will be
capitalized. Depreciation and interest are

BUSINESS AND PRACTICE DEVELOPMENT

to be reported separately. Under IAS 17,
only finance lease was reported on the
statement of financial position. Operating
lease was accounted for off-balance sheet
as a single expense. Primarily, this new
treatment is meant to make the reporting
on leases more transparent and allow
users of financial statement to easily pick
the effect of operating leases and carry
out a comparative analysis with other
firms. Under IAS 17, it was hard to see
the difference between firms who opted
to lease with those who opted to buy.

Implication

For entities with a large number of
operating leases arrangements, the totals
of assets and equity and liabilities reported
in the statement of financial position will
change significantly. Key ratios such as
Asset turnover, debt to equity will also
shift. Earnings before interest and tax
will also increase. It will be important
for firms to ensure that their disclosures
sufficiently explain these variances.
4. Involvement of accountants
Under IAS 17, operating lease was
an accountants’ favourite compared
to finance lease because operating
leases required relatively less complex
accounting treatment. In fact, the reality
is that operating lease arrangements are
overwhelmingly more than finance lease
arrangements. With IFRS 16 requiring
all leases to be treated the same in
accounting; accounting departments
will see more lease related calculations
to perform. Accountant will also need
to know more about operating lease its
treatment under IFRS 16.

Implication

Firms that had significant number
of operating lease arrangement will
experience a strain in their internal
accounting and may need more
accounting staff or man hours to cope.
Firms will also need to foster more
interaction between other departments,
for instance, procurement and the

accounting department especially in
making decisions on leasing to optimize
decisions.
5. Measuring of present value (PV) and
the discount rate
Under IAS 17, the measurement of
assets and liabilities relating to a finance
lease was based on the fair value of the
leased property or, if lower, the PV of the
minimum lease payments. The PV of the
minimal lease payments was arrived at
using the implicit rate if known, and of
not known, the lessee’s borrowing rate,
as the discounting rate. Any initial direct
costs of the lessee were added to the value
of the asset.
Importantly, IFRS 16 provides a
consistent view of lease obligations
in financial statements by specifically
defining the leased asset and liability
measures to ensure a consistent
measurement approach. The new standard
provides that lease liabilities are equated
the PV of the lease payments that are not
paid to date and the discounting rate used
is the implicit rate if known, and of not
known, the incremental borrowing rate.
There is no reference to the fair value
and the measurement does not relate
to the minimal lease payments. IFRS
16 also specifies the lease payment to
be included in the measurement of the
lease liability. These include: a) Fixed
payments; b) variable lease payments
dependent on an index or a rate, initially
measured using the index or rate at the
date of commencement, c) amortizations
expected to be payable by the lessee
under residual value guarantees, d) the
exercise price of a purchase option if the
lessee is reasonably certain to exercise the
option, and e) payments of penalties for
terminating the lease.

Implication

Notably, measuring of operating lease
liabilities and assets, a new thing required
by IFRS 16, requires keenness and firms
may need to work on the data required
early enough.

6. Disclosures
Under IAS 17, the specific requirement
of finance leases were disclosed separate
from operating leases. The new standard
requires the lessee to show all leases
on the statement of financial position,
with the emphasis being on the right
of use assets and liabilities. Disclosure
requirements have also been adjusted
to give more information on the lease
arrangements. Specifically, it is now
required to state whether the lessee has
elected not to apply IFRS 16 to shortterm and low-value leases. Where this
approach has been used, disclosures are
required for short-term and low-value
lease, and variable lease payments that are
not included in the measurement of lease
liabilities.

Implication

In shifting from the IAS 17, and in new
lease arrangement, it is important to
ensure that it will be easy to meet the
disclosure requirement.

Conclusion

IFRS 16 is indeed a big step in truly
reflecting economic reality relating to
leases in a befitting way. As the IASB
Chairman Hans Hoogervorst, observed in
a debrief statement on the standard, “the
new standard will provide much-needed
transparency on companies’ lease assets
and liabilities, meaning that off balance
sheet lease financing is no longer lurking
in the shadows. It will also improve
comparability between companies that
lease and those that borrow to buy”.
When IFRS 16 was released in 2016, the
effective date looked a long way to go,
now it is fast approaching, firms should
be aware of, and prepare the complexity
of adoption of this standard. Initially,
the relevant agreements will need to be
identified and then they will need to be
dealt with as now required by the new
standard.
jesse@machirah.co.ke
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PAFA Manager: Public Finance
Management (PFM) explores Africa’s PFM
reforms journey and outlook
Reuben Orwaru is the Manager: Public Finance Management (PFM) at the Pan African
Federation of Accountants, providing support to Professional Accountancy Organisations (PAOs)
across Africa on technical matters relating to PFM. Reuben further coordinates and oversees
regional operations across East Africa. In this interview he discusses PFM reforms efforts in
Africa and sheds light on the Federation’s plans to support future country initiatives.
This article was first published in the September Edition of PAFA Newsletter. Interview/editorial by Jane Ohadike; Head Stakeholder Engagement & Communications at PAFA

Q
What is the PAFA strategy to
support PFM development,
and what are the key
observations on the efficacy
of current PFM policies and
initiatives in Africa?
The PAFA strategy on PFM development
reinforces the notion that the effectiveness
of a country’s PFM system is measured
by the social and economic value benefit
to its citizens. The strategy espouses
therefore, to facilitate the accountancy
profession to contribute- rather- to
strengthening Public Value Management
(PVM) systems in order to achieve fiscal
discipline, effective resource allocation,
and effective service delivery to citizens.
On key observations, African countries
are at various levels of efficacy on PFM
policy and initiative development as
seen in a number of published reports
from professional accountancy firms and
organisations on the challenges of PFM
reformation and adoption of IPSASIFAC, EY and ACCA provide some
recent examples.

Q
What insights and future
plans can you share on the
support offered to PAO’s to
enable the PAFA strategy?

The findings of various reports have
provided valuable guidance, and my role
as Manager- PFM will be to leverage
on these pan Africa insights and the

8
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Federation’s technical expertise to support
PAOs across the continent on related
matters. The nature of support ranges from
offering PAFA’s voice of influence to the
National Treasuries toward embedding
the recommended PFM practices in
financial reporting, to guidance on the
management of public resources.
In a recent experience, the PAFA team
provided technical support to a PAO’s
IPSAS Steering Committee which
resulted in the drafting of a roadmap
for implementation of IPSAS accrual
reporting in its country. Looking into
the future, in the medium to long term,
PAFA aims to increase engagement
and collaborate closely with National
Auditors to facilitate alignment between
the reported challenges in the Auditor
General’s reports and the subsequent
initiatives developed to address gaps in
PFM systems and overall public service
delivery. In the short term, to support
existing efforts, PAFA has embarked on an
independent Public Value Management
assessment of value creating components
across the system. The result of the
assessment will highlight the emerging
sector trends, and point us to the specific
challenges and support required. There
are no timings to share at the moment,
however, we will circulate the report to all
stakeholders as it becomes available.

Q
What organisations and
stakeholders do you consider
key to the process?

As established, the PAFA concept of PVM
transcends financial capital to considering

other important capitals identified in
the principles of Integrated Reporting
(http://integratedreporting.org/resource/
international-ir-framework/). On this
basis, we are both managing existing
partnerships and developing new ones
with various organisations at different
levels of enhancing public value.
Although not an exhaustive list, some
of these organisations include the Africa
Union, AfDB, ESAAG, AFROSAI, and
AFROPAC. There are other like-minded
organisations that are key to the process,
and the Federation will continue to
engage these organisations to bring real
change to the continent of Africa.

Micro Profile:

Reuben is a seasoned PFM practitioner
with demonstrated ability in championing
PFM reforms across African countries.
He has led various reform initiatives in
the public sector including; financial
reports
consolidation,
budgeting,
IFMIS re-engineering, donor reporting
and compliance, Public Expenditure
and Financial Accountability (PEFA)
assessments, due diligence, financial
reviews, auditing, strategy and change
management,
capacity
building,
programme and project implementation
and risk management. He is leveraging
his wide experience in the public sector
to support PAOs in ensuring that the
accountancy
professionals
actively
participate in governance matters by
providing input into formulation of
sound PFM policies in their respective
jurisdictions. He has a keen interest in
emerging trends in the profession and
is actively involved in promoting the
adoption of Integrated Reporting within
the Public Sector.

Audit

IS YOUR AUDIT
REPORT COMPLIANT?
By FCPA Dr. Jim McFie

R

ead the second paragraph
of the audit report on
any company’s financial
statements and it will go
as follows: “We conducted
our audit in accordance with
International Standards on Auditing
(ISAs). Our responsibilities under
those standards are further described
in the Auditor’s Responsibilities
for the Audit of the Financial
Statements section of our report.
We are independent of the Group
and company in accordance with the
International Ethics Standards Board
for Accountants’ Code of Ethics for
Professional Accountants (IESBA
Code) together with the ethical
requirements that are relevant to our
audit of the financial statements in
Kenya, and we have fulfilled our other
ethical responsibilities in accordance

10

NOVEMBER - DECEMBER 2018

with these requirements and the
IESBA Code. We believe that the
audit evidence we have obtained is
sufficient and appropriate to provide a
basis for our unqualified opinion”.
Paragraph 20 of “International
Standard on Auditing (ISA) 200:
Overall Objectives of the Independent
Auditor and the Conduct of an Audit
in Accordance with International
Standards on Auditing” states that
“The auditor shall not represent
compliance with ISAs in the auditor’s
report unless the auditor has complied
with the requirements of this ISA and
all other ISAs relevant to the audit”.
In addition, paragraph 2 of ISA 200
points out that ISAs do not address
the responsibilities of the auditor that
may exist in legislation, regulation or
otherwise; but it is the responsibility
of the auditor to ensure compliance

with all relevant legal, regulatory or
professional obligations. There are
special auditor reporting requirements
for banks in Kenya: I shall not deal
with these special requirements in
this article. But the new Kenyan
Companies Act 2015 regulates the
audit report. I would like to present
a check list to help practising (Word
tells me that I have spelt “practising”
wrongly but Word is wrong – in our
English, the noun is spelt with a
“c” and the verb is spelt with an “s”)
members of the Institute to ensure
that their audit reports comply with
the Companies Act and with the
ISAs.
It is important to note that
the 2015 Companies Act (CA
henceforth) allows “small” companies
to be exempted from having an audit
performed on its financial statements.

Audit

CA Section 624, subsection 3 lays down
the criteria for a company to qualify as
“small”: “the qualifying conditions are
satisfied by a company in a year in which
it satisfies two or more of the following
requirements: (a) it has a turnover of
not more than fifty million shillings; (b)
the value of its net assets as shown in its
balance sheet as at the end of the year is
not more than twenty million shillings;
and (c) it does not have more than fifty
employees”. However, the qualifications
are a little more complicated than
subsection 3 on its own: subsection 1 states
“A company qualifies as small in relation
to its first financial year if the qualifying
conditions are satisfied in that year”.
Subsection 2 adds “A company qualifies
as small in relation to a subsequent
financial year if the qualifying conditions:
(a) are satisfied in that year and the
preceding financial year; (b) are satisfied
in that year and the company qualified
as small in relation to the preceding
financial year; and (c) were satisfied in the
preceding financial year and the company
qualified as small in relation to that year”.
There is much unnecessary repetition in
this subsection: the gist of subsection
2 is that if two of the three numbers in
subsection 3 are met, the company will be
“small” only in the second year in which
the criteria are met, unless they are met
in the first year of the existence of the
company, in which case the company

qualifies as small in that first year. CA
Section 626, subsection 1 stipulates that
“The small companies regime does not
apply to a company that is, or was at any
time within the financial year to which
the financial statement relates: (a) a
public company – that is, a company in
which (i) its articles allow its members
the right to transfer their shares in the
company; (ii) its articles do not prohibit
invitations to the public to subscribe for
shares or debentures of the company ; and
(iii) its certificate of incorporation states
that it is a public company” (CA Section
10); “or (b) a member of an ineligible
group” – Section 713, subsection 6 (b),
states “a group is ineligible if any of its
members is: (i) a public company; (ii)
a body corporate (other than a public
company) whose shares are admitted
to trading on a securities exchange or
other regulated market in Kenya; or
(2) A group is ineligible if any of its
members is: (a) a public company; (b)
a body corporate (other than a public
company) whose shares are admitted
to trading on a securities exchange or
other regulated market in Kenya; or (c) a
person who carries on insurance market
or banking activity”. Again one sees
unnecessary repetition in this Section of
the Companies Act: one could well ask
whether the legislator was sober when
s/he drafted the legislation: it is useless
asking if our members of Parliament read

through the Bill before they passed it as
an Act because they so rarely do that.
Section 711 states that “a company that
qualifies as a small company in relation to
a year is exempt from the requirements of
this Act relating to the audit of accounts
for that year”.
In addition to those Sections of the
2015 Companies Act that refer to the
obligations of the auditor report, there
are requirements that must be included
in the report of the directors and in the
directors’ remuneration report that must
be commented upon by the auditor. For
the sake of completeness I include these
sections in the checklist. The grammar in
the Companies Act is sometimes wrong:
I have corrected it when required in the
checklist below.
The revised ISA 700 “Forming an
opinion and reporting on financial
statements”and ISA 701 “Communicating
key audit matters in the independent
auditor’s report” are effective for audits
of financial statements for periods ending
on or after December 15, 2016. Hence, an
audit report on the financial statements
of companies with a 31 December 2016
year end should have complied with the
revised ISA 700 and the revised ISA 701;
similarly companies, with a financial year
end of any date after December 15, 2016
should comply: my observations are that
some do not. It is for this reason that the
checklist is produced below.

International Standard on Auditing (ISA) 200: Overall
Objectives of the Independent Auditor and the Conduct
of an Audit in Accordance with International Standards
on Auditing” states that “The auditor shall not
represent compliance with ISAs in the auditor’s report
unless the auditor has complied with the requirements
of this ISA and all other ISAs relevant to the audit”.
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DEGREE OF COMPLIANCE OF THE REPORT OF THE AUDITORS OF K LIMITED WITH THE KENYA
COMPANIES ACT 2015
S refers to a section of the 2015 Companies Act: P refers to a paragraph in the appropriate International Standard on Auditing
S657(2)

Have the directors included in their report a statement that, with respect to each of the persons who was
a director at the time the report was approved: (a) there was, so far as the person is aware, no relevant
audit information of which the company’s auditor is unaware; and (b) the person has taken all the steps
that the person ought to have taken as a director so as to be aware of any relevant audit information
and to establish that the company’s auditor is aware of that information? (subsection 3: “relevant audit
information” means information needed by the company’s auditor in connection with preparing the
auditor’s report)

Unquoted
S667(3)
Quoted
S668(4)

If the company produces a summary financial statement, does the company in its summary financial
statement: (d) contain a statement as to whether in the opinion of the company’s auditor the summary
financial statement: (i) is consistent with the company’s annual financial statement and, if information
derived from the directors’ report is included in the statement, with that report; (ii) complies with the
requirements of this section and with any regulations made for the purposes of this section; (e) state
whether the auditor’s report on the annual financial statement was unqualified or qualified and, if it
was qualified, set out the report in full together with any further material needed to understand the
qualification?

S676(1)

When publishing its statutory financial statement, did the company enclose with or annex to the
statement a copy of ’ the auditor’s report on that financial statement, unless the company is exempt from
audit and the directors have taken advantage of that exemption?

S687(1)

If the company is unquoted, did the directors of the company lodge with the Registrar for each financial
year of the company a copy of: (1)(a) the company’s annual financial statement; (b) the directors’ report;
and (c) the auditor’s report on that statement and that report? (3)(b) Does the copy of the auditor´s report
lodged with the Registrar: (i) state the name of the auditor and, if the auditor is a firm, the name of the
person who signed it as senior statutory auditor?

S687(3)
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S668(1)

If the company is quoted, did the directors of the company lodge with the Registrar for each financial year
of the company a copy of: (1)(a) the company’s annual financial statement; (b) the directors’ remuneration
report; (c) the directors’ report; and (d) a copy of the auditor’s report on that statement and those reports?
(2)(b) Does the copy of the auditor´s report lodged with the Registrar: (i) state the name of the auditor
and, if the auditor is a firm, the name of the person who signed it as senior statutory auditor?

S727(2)(a)

Did the auditor include in the auditor’s report an introduction identifying the annual financial statement
that is the subject of the audit and the financial reporting framework that has been applied in its
preparation?

S727(2)(b)

Did the auditor include in the auditor’s report a description of the scope of the audit identifying the
auditing standards in accordance with which the audit was conducted?

S727(3)(a)

Did the auditor clearly state in the auditor’s report whether, in the auditor´s opinion, the annual financial
statement gives a true and fair view: (i) in the case of an individual balance sheet: of the financial position
of the company as at the end of the relevant financial year; and (ii) in the case of an individual profit and
loss account: of the profit or loss of the company for the financial year; and (iii) in the case of a group
financial statement: of the financial position as at the end of the financial year and of the profit or loss for
the financial year of the undertakings to which the statements relate, taken as a whole, so far as concerns
members of the company?

S727(3)(b)

Did the auditor clearly state in the auditor’s report whether, in the auditor´s opinion, the annual financial
statement has been properly prepared in accordance with the relevant financial reporting framework?

S727(3)(c)

Did the auditor clearly state in the auditor’s report whether, in the auditor´s opinion, the annual financial
statement has been prepared in accordance with the requirements of the Companies Act?
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S727(7)(a)

Did the auditor state in the auditor’s report whether the report is unqualified or qualified?

S727(7)(b)

Did the auditor include in the auditor’s report a reference to any matters to which the auditor wishes to
draw attention without qualifying the report?

S728
Quoted & unquoted

Did the auditor state in the auditor’s report on the company’s annual financial statement whether, in the
auditor’s opinion, the information given in the directors’ report for the financial year for which the financial
statement was prepared is consistent with that statement?

S729(1)(a)
Quoted

In reporting on the annual financial statement of a quoted company, did the auditor report to the
company’s members on the auditable part of the directors’ remuneration report? The auditable of the
remuneration report is contained in the Companies (General) (Amendment) (No. 2) Regulations, 2017:
The amount of each director’s emoluments and compensation in the relevant year; information on: share
options; long term incentive schemes; pensions; compensation for past directors; and sums paid to third
parties in respect of a director’s services.

S729(1)(b)
Quoted

In reporting on the annual financial statement of a quoted company, did the auditor state whether in the
auditor’s opinion that part of the directors’ remuneration report has been properly prepared in accordance
with the Companies Act?

S730(2)(a)

If, in reporting on the annual financial statement of a company, the company’s auditor forms the opinion
that the company has not kept adequate accounting records, or that returns adequate for their audit
have not been received from the company’s branches not visited by the auditor, did the auditor state that
opinion in the auditor’s report?

S730(2)(b)

If, in reporting on the annual financial statement of a company, the company’s auditor forms the opinion
that the company´s individual financial statement is not in agreement with the company’s accounting
records and returns, did the auditor state that opinion in the auditor’s report?

S730(2)(c)
Quoted

If, in reporting on the annual financial statement of a quoted company, the company’s auditor forms
the opinion that the auditable part of its directors’ remuneration report is not in agreement with those
accounting records and returns, did the auditor state that opinion in the report?

S730(3)

If the auditor failed to obtain all the information and explanations that, to the best of the auditor’s
knowledge and belief, were necessary for the purposes of the audit, did the auditor state that fact in the
auditor’s report?

S730(4)
Quoted & unquoted

Did the auditor include in the auditor’s report, so far as it is reasonably practicable to do so, a statement
giving the required particulars, if the directors of the company did not include in the notes to the
company’s individual financial statement details of the benefits that they received during the relevant
financial year of the company, such as, but not limited to, (a) gains made by directors on the exercise of
share options; (b) benefits received or receivable by directors under long-term incentive schemes; (c)
payments for loss of office; (d) benefits receivable, and contributions for the purpose of providing benefits,
in respect of past services of a person as director or in any other capacity while director; (e) consideration
paid to, or receivable by, third parties for making available the services of a person as director or in any
other capacity while a director.

S735(1)(a)
S735(2)

Did the auditor sign and date the auditor’s report (If the auditor is a firm, the senior statutory auditor of
the firm shall sign the report on behalf of the firm)?

S735(1)(b)

Did the auditor ensure that the auditor’s name is prominently displayed in the report?

S738

If an auditor includes, or is responsible for including, in an auditor’s report on the financial statements
of a company, information or an explanation that the auditor knew, or ought to have known, was false or
misleading in a material respect, the auditor commits an offence: a person found guilty of such an offence
is liable on conviction to a fine not exceeding one million shillings or to imprisonment for a term not
exceeding three years, or to both.
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ISA 700
P16

Did the auditor express an unmodified opinion because the auditor concluded that the financial statements
were prepared, in all material respects, in accordance with the applicable financial reporting framework
(IFRSs)?

ISA 700
P17

If the auditor: (a) concluded that, based on the audit evidence obtained, the financial statements as a whole
are not free from material misstatement; or (b) was unable to obtain sufficient appropriate audit evidence
to conclude that the financial statements as a whole are free from material misstatement, did the auditor
modify the opinion in the auditor’s report in accordance with ISA 705?

700P21

Did the auditor’s report have a title that clearly indicates that it is the report of an independent auditor?

700P22

Was the auditor’s report addressed to the members of the company or group?

700P23

Did the first section of the auditor’s report include the auditor’s opinion, and have the heading “Opinion”?

700P24

Did the Opinion section of the auditor’s report also: (a) Identify the entity whose financial statements
have been audited; (b) State that the financial statements have been audited; (c) Identify the title of each
statement comprising the financial statements; (d) Refer to the notes, including the summary of significant
accounting policies; and (e) Specify the date of, or period covered by, each financial statement comprising
the financial statements?

700P25(b)

Did the auditor’s opinion use the following phrase: (b) In our opinion, the accompanying financial
statements give a true and fair view of […] in accordance with [the applicable financial reporting
framework]?

700P28

Did the auditor’s report include a section, directly following the Opinion section, with the heading “Basis
for Opinion”, that: (a) States that the audit was conducted in accordance with International Standards
on Auditing; (b) Refers to the section of the auditor’s report that describes the auditor’s responsibilities
under the ISAs; (c) Includes a statement that the auditor is independent of the entity in accordance
with the relevant ethical requirements relating to the audit, and has fulfilled the auditor’s other ethical
responsibilities in accordance with these requirements - the statement must identify the jurisdiction
of origin of the relevant ethical requirements or refer to the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code); and (d) States whether the
auditor believes that the audit evidence the auditor has obtained is sufficient and appropriate to provide a
basis for the auditor’s opinion?

700P30
Quoted

For audits of complete sets of general purpose financial statements of listed entities, did the auditor
communicate key audit matters in the auditor’s report in accordance with ISA 701?
Did the auditor’s report include a section with a heading “Responsibilities of Directors for the Financial
Statements”?

700P32
700P33

Did this section of the auditor’s report describe the directors’ responsibility for: (a) Preparing the financial
statements in accordance with the applicable financial reporting framework, and for such internal control
as the directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; and (b) Assessing the entity’s ability to continue as
a going concern and whether the use of the going concern basis of accounting is appropriate as well as
disclosing, if applicable, matters relating to going concern. The explanation of the directors’ responsibility
for this assessment shall include a description of when the use of the going concern basis of accounting is
appropriate.

700P35

Did the description of responsibilities for the financial statements in the auditor’s report refer to “the
preparation of financial statements that give a true and fair view”?

700P36

Did the auditor’s report include a section with the heading “Auditor’s Responsibilities for the Audit of the
Financial Statements”?
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700P37

700P38

Did this section of the auditor’s report: (a) State that the objectives of the auditor were to: (i) Obtain
reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error; and (ii) Issue an auditor’s report that includes the auditor’s
opinion. (b) State that reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists; and (c) State
that misstatements can arise from fraud or error, and either: (i) Describe that they are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements; or (ii) Provide a definition or description of
materiality in accordance with the applicable financial reporting framework?
Did the “Auditor’s Responsibilities for the Audit of the Financial Statements” section of the auditor’s
report also: (a) State that, as part of an audit in accordance with ISAs, the auditor exercises professional
judgment and maintains professional skepticism throughout the audit; and (b) Describe an audit by
stating that the auditor’s responsibilities are: (i) To identify and assess the risks of material misstatement
of the financial statements, whether due to fraud or error; to design and perform audit procedures
responsive to those risks; and to obtain audit evidence that is sufficient and appropriate to provide a
basis for the auditor’s opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. (ii) To obtain an understanding of internal control
relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. (iii) To
evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors. (iv) To conclude on the appropriateness of management’s
use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the entity’s ability
to continue as a going concern. If the auditor concludes that a material uncertainty exists, the auditor is
required to draw attention in the auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify the opinion. The auditor’s conclusions are based on the
audit evidence obtained up to the date of the auditor’s report. However, future events or conditions may
cause an entity to cease to continue as a going concern. (v) When the financial statements are prepared in
accordance with a fair presentation framework, to evaluate the overall presentation, structure and content
of the financial statements, including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
(c) When the audit is of a group, further describe the auditor’s responsibilities in a group audit engagement
by stating that: (i) The auditor’s responsibilities are to obtain sufficient appropriate audit evidence
regarding the financial information of the entities or business activities within the group to express an
opinion on the group financial statements; (ii) The auditor is responsible for the direction, supervision and
performance of the group audit; and (iii) The auditor remains solely responsible for the auditor’s opinion.

700P39

Did the “Auditor’s Responsibilities for the Audit of the Financial Statements” section of the auditor’s
report also:
(a) State that the auditor communicates with the directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that the auditor identifies during the audit?
(b) For audits of financial statements of listed entities, state that the auditor provides those charged with
governance with a statement that the auditor has complied with relevant ethical requirements regarding
independence and communicate with them all relationships and other matters that may reasonably be
thought to bear on the auditor’s independence, and where applicable, related safeguards? and
(c) For audits of financial statements of listed entities and any other entities for which key audit matters
are communicated in accordance with ISA 701, state that, from the matters communicated with the
directors, the auditor determines those matters that were of most significance in the audit of the financial
statements of the current period and are therefore the key audit matters. The auditor describes these
matters in the auditor’s report unless, in extremely rare circumstances, the auditor determines that a matter
should not be communicated in the auditor’s report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication?

700P40

Was the “Auditor’s Responsibilities for the Audit of the Financial Statements” section of the auditor’s
report included: (a) Within the body of the auditor’s report?
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700P42

700P43
700P44
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Were the reporting responsibilities under the 2015 Companies Act addressed in a separate section in the
auditor’s report with a heading titled “Report on Other Legal and Regulatory Requirements” or otherwise
as appropriate to the content of the section, unless these other reporting responsibilities address the same
topics as those presented under the reporting responsibilities required by the ISAs in which case the other
reporting responsibilities may be presented in the same section as the related report elements required by
the ISAs?
If other reporting responsibilities were presented in the same section as the related report elements
required by the ISAs, did the auditor’s report clearly differentiate the other reporting responsibilities from
the reporting that is required by the ISAs?
Did the “Report on Other Legal and Regulatory Requirements” follow the “Report on the Audit of the
Financial Statements”?

700P45

Was the name of the engagement partner included in the auditor’s report for audits of complete sets
of general purpose financial statements of listed entities? (In rare circumstances, if this disclosure is
reasonably expected to lead to a significant personal security threat, the name can be omitted: if the auditor
intends not to include the name of the engagement partner in the auditor’s report, the auditor must have
discussed this intention with the directors to inform the auditor’s assessment of the likelihood and severity
of a significant personal security threat).

700P46

Has the auditor signed the auditor’s report?

700P47

Did the auditor’s report name the location in the jurisdiction where the auditor practices?

700P48

Was the auditor’s report dated no earlier than the date on which the auditor had obtained sufficient
appropriate audit evidence on which to base the auditor’s opinion on the financial statements, including
evidence that: (a) All the statements that comprise the financial statements, including the related notes,
had been prepared; and (b) Those with the recognized authority had asserted that they have taken
responsibility for those financial statements?

701P8
Quoted

Key audit matters are those matters that, in the auditor’s professional judgment, were of most significance
in the audit of the financial statements of the current period. Key audit matters are selected from matters
communicated with those charged with governance.

701P11
Quoted

Did the auditor describe each key audit matter, using an appropriate subheading, in a separate section of
the auditor’s report under the heading “Key Audit Matters”?
Did the introductory language in this section of the auditor’s report state that: (a) Key audit matters are
those matters that, in the auditor’s professional judgment, were of most significance in the audit of the
financial statements [of the current period]; and (b) These matters were addressed in the context of the
audit of the financial statements as a whole, and in forming the auditor’s opinion thereon, and the auditor
does not provide a separate opinion on these matters.

701P13
Quoted

Did the description of each key audit matter in the Key Audit Matters section of the auditor’s report
include a reference to the related disclosure(s), if any, in the financial statements and did it address: (a) why
the matter was considered to be one of most significance in the audit and therefore determined to be a key
audit matter; and (b) How the matter was addressed in the audit?

701P15

A matter giving rise to a Modified Opinion in the Auditor’s Report, or a material uncertainty related to
events or conditions that may cast significant doubt on the entity’s ability to continue as a going concern,
are by their nature key audit matters. However, in such circumstances, these matters must not be described
in the Key Audit Matters section of the auditor’s report. Rather, the auditor must have: (a) Reported on
these matter(s) in accordance with the applicable ISA(s); and (b) Included a reference to the Basis for
Qualified (Adverse) Opinion or the Material Uncertainty Related to Going Concern section(s) in the Key
Audit Matters section.

701P16

If the auditor determined, depending on the facts and circumstances of the entity and the audit, that there
were no key audit matters to communicate or that the only key audit matters communicated were those
matters addressed by the preceding paragraph 15, did the auditor include a statement to this effect in a
separate section of the auditor’s report under the heading “Key Audit Matters”?
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AMENDMENTS TO THE ACCOUNTANTS ACT HERALDS
A NEW DAWN FOR ACCOUNTANTS IN KENYA

T

he Finance Act 2018 introduced significant
amendments to the Accountants Act
No 15 of 2008.
These are aimed at
strengthening the profession as well as help
the government in the fight against graft.
Proper regulation of the profession is essential for
enhanced accountability and governance. Among the
amendments which are now in force are:
Definition of Accountant
To start with, the Finance Act amended the definition
of an Accountant which was previously ambiguous
and constrained the application of the Act. To cure
this mischief, the new definition provides that
“accountant” is a person registered as an accountant
under Section 24 of the Accountant Act and is a
member as defined in section 4 (2) (a) and (b) with
expertise achieved through formal education and
practical experience and shall be held to a high
professional standard.

and advisory services related thereto. This revised
definition recognizes the growth in Accountancy over
the years and extends the regulation of the profession
to emerging areas.
Trainee Accountants
Students intending to pursue Accountancy
examinations administered by KASNEB will be
required to register with the Institute prior to sitting
the examinations. The Examinations Board will
now, prior to registering a person to undertake any
Accountancy examinations, require that the person
be registered as a member of the Institute of Certified
Public Accountants of Kenya (ICPAK).

The Act now clearly distinguishes who an accountant
is by classifying them into the following categories:
Trainee Accountants, Associate Accountants and a
Certified Public Accountant (CPA). The Institute will
define the role and advise the scope of each category
for ease of engagement with the users of accountancy
services.

The amended Act defines a trainee accountant as a
person registered by the Examinations Board and
who has commenced professional accountancy
education or training or is practicing accountancy
as part of initial professional development required
for qualification as an accountant. The trainee
accountant will also be subjected to practical
training by the Institute before completing their
examinations. The new requirement is in tandem with
the International Accounting Education Standards
Board (IAESB) standards. The standards prescribe the
pre-qualification and post-qualification requirements
for aspiring and qualified accountants.

Definition of Accountancy
Accountancy is now defined to include practice in
accounting, financial reporting, control systems,
systems auditing, auditing, assurance, forensic
accounting and auditing, finance, financial
management, public finance management, taxation,
financial risk management, management accounting

In addition, all individuals practicing accountants
but who have not registered with the Institute or
are working while pursuing their accountancy
qualification will be required to register with the
Institute as Trainee Accountants. The Trainee
Accountant will not pay any fees or subscriptions
to the Institute. The Institute will be issuing a

AMENDED SECTION
Under Section 18 (2) of the Accountants Act the requirements for a practicing certificate is:
(2) Any person who contravenes subsection (1) commits an offence and is liable on conviction to a fine
not exceeding one hundred thousand shillings or to imprisonment for a period not exceeding three years
or both.
Under the Accountants Act, S.21 (7) Where a practicing certificate ceases to be in force under subsection
(3), the person to whom the certificate was issued shall deliver it to the Institute within fourteen days
after the date on which he ceases to be registered.

membership card for all Trainee Accountants for use
in the market and shall not designate themselves as
professional accountants.
Moreover, for those who have passed their final
CPA examinations but do not meet the criteria for
admission as Certified Public Accountant (CPA), they
will be registered under associate member category.
They shall not hold themselves as professional
accountants.
The public and employers are cautioned against the
use of the designation accountant. In the recent past,
there has been abuse of the professional qualification
by having persons with examination qualification of
part I, II or III purportedly referring themselves as
“CPA I, II or III”. There is no such designation in the
profession. The employers should cease and desist
from using such designations which are not anchored
in law. Employers will be required to pay hefty fines
of upto two million shillings and a further fine of
two thousand shillings for every day the offence
continues.
Prescription of the Remuneration Order
The amended Act now empowers the Treasury
Cabinet Secretary on the advice of ICPAK Council, to
prescribe a remuneration order. The Law provides that
the Council shall, “prescribe the remuneration order
for the accountancy profession with the approval of
the Cabinet Secretary responsible for finance.” The
Institute is confident that this provision will not only
provide consistency and predictability among the
practicing professionals but will insulate users of
accountancy services from vagaries of unregulated
fee regime. This will enhance uniformity of services

41. Offences
(1) A person who—
1. (a) assumes or uses the title or designatory letters referred to in section 4(2)(a) and who is not a Fellow
of the Institute of Certified Public Accountants of Kenya; or
2. (b) assumes or uses the title or designatory letters referred to in section 4(2)(b) and who is not a
member of the Institute of Certified Public Accountants of Kenya;
3. (c) assumes or uses the title “Honorary Fellow of the Institute of Certified Public Accountants of
Kenya” and who is not such Honorary Fellow; or
4. (d) otherwise falsely assumes or uses any title or designatory letters prescribed by the Minister,
commits an offence.
(2) A corporate body (whether incorporated in Kenya or elsewhere) which falsely uses any of the titles or
designatory letters referred to in section 4(2)(a) or (b) commits an offence.
(3) Where a firm uses the title or designatory letters referred to in section 4(2) while each of the partners
in the firm are not entitled to use the title or designatory letters, each of the partners of the firm commits
an offence.
(4) A person who commits an offence under this section is liable on conviction to a fine not exceeding
fifty thousand shillings, and, in the case of a continuing offence, a further fine not exceeding four
thousand shillings for each day on which the offence continues.
4. (1) For the purpose of the conduct of the inquiry the Disciplinary Committee has power—
1. (a) to administer oaths;
2. (b) to summon persons to attend and give evidence;
3. (c) to order the production of relevant documents, including court judgements; and
4. (d) to recover in whole or in part the costs of the inquiry not exceeding one hundred thousand
shillings from any or all the parties involved in the proceedings.
8. (1) A person served with a summons to appear as a witness at the inquiry who, without reasonable
excuse fails to attend as required by the summons, is guilty of an offence.
(2) A person appearing as a witness at the inquiry who, without reasonable excuse—
1. (a) refuses or fails to be sworn;
2. (b) refuses or fails to answer a question that he is required to answer by the Chairman of the
Disciplinary Committee; or
3. (c) refuses or fails to produce a document that he was required to produce by a summons under this
Act, served on him,
commits an offence.
(3) A person convicted of an offence under this sub-paragraph is liable on conviction to a fine not
exceeding twenty thousand shillings.

Professional conduct, protection in practice and
enhanced integrity
Accountants have been on the receiving end in the
wake of never-ending graft related cases. They have
been accused of being complacent and passive
participants in these heinous economic crimes. To
address this problem, the amendment provides a new
section that protects Accountants from vindictive
employers and clients in case they detect issues and
inform authorities on such malpractices.
Section 30 introduces several sub sections that give
effect to this requirement. Subsection (2)— (2A)
requires and obligates an accountant to observe
the ethical guidelines and applicable standards in
the discharge of duty. Subsection (2B) states that
the ethical guidelines and applicable standards of
the accountancy profession shall take precedence
over any instructions from a client or other person.
While subsection (2C) insulates an accountant from
any form of harassment, civil suit or being subjected
to a disciplinary action for taking such actions or
decisions or rejecting instructions from a client if
such action, decision or rejection is in pursuance of
the provisions of subsections (2A) and (2B).
Fines and remedies
The amendments have enhanced fines to a new
threshold. The Amendments enhance these fines up
to a maximum of Kshs 2 million depending on the
severity of professional misconduct.

AMENDMENT IN THE FINANCE ACT

LEGAL IMPLICATION

Under S. 78. Section 18 of the Accountants Act, 2008 is amended in
subsection (2) by deleting the words “one hundred thousand” and
substituting therefor the words “five hundred thousand”.

This amendment has enhanced the penalty of practicing
without a license from one hundred thousand shillings
to five hundred thousand shillings.

Under S. 79. Section 21 of the Accountants Act, 2008 is amended in
subsection (8) by deleting the words “five thousand” and substituting
therefor the words “five hundred thousand

This amendment has enhanced the penalty for not
returning the practicing certificate that ceases to be in
force within fourteen days from five thousand shillings
to five hundred thousand shillings. This is to deter
unlicensed practitioners or accountants from acting as
bonafide accountants.

S.80 Section 24 of the Accountants Act, 2008 is amended in
subsection (5) by deleting the words “fifty thousand” and substituting
therefor the words “five hundred thousand”

This amendment has enhanced the penalty for a person
who willfully makes a false or misleading statement on
application for registration commits an offence. The
penalty has been enhaced from fifty thousand shillings
to five hundred thousand shillings.

82. Section 41 of the Accountants Act, 2008 is amended by
deleting subsection (4) and substituting therefor the following new
subsection—

This amendment has enhanced the penalty for a person
or firm or employer that uses wrongly the designation of
FCPA, CPA and HCPA to a fine not exceeding two million
shillings, and, in the case of a continuing offence, a
further fine not exceeding two thousand shillings for
each day on which the offence continues.

S. 21 (8) Any person who, without reasonable excuse, contravenes subsection (7) commits an offence and
is liable on conviction to a fine not exceeding five thousand shillings.
In the Accountants Act S. 24. Application for registration
(1) A person wishing to be registered as an accountant shall apply to the Registration Committee.
(2) An application to be registered as an accountant shall be in the prescribed form and shall be
accompanied by the prescribed fee.
(5) A person who, in an application to be registered, willfully makes a false or misleading statement
commits an offence and shall be liable on conviction to a fine not exceeding fifty thousand shillings or to
imprisonment for a period not exceeding eighteen months or to both.

rendered by accountants. The law now provides a
framework for prescribing minimum rates based on
speciality, scope of work and capacity to undertake
the work rather than on the pricing.

(4) A person who commits an offence under this section is liable on
conviction to a fine not exceeding two million shillings, and, in the
case of a continuing offence, a further fine not exceeding two thousand
shillings for each day on which the offence continues

The Fifth Schedule to the Accountants Act, 20018 is amended in —
(a) in paragraph (4) by deleting the words “one hundred thousand”
appearing in subparagraph (1)(d) and substituting therefor the words
“one million”; and

This amendment has enhanced the penalty for
disciplinary on a person or firm to recover in whole or in
part the costs of the inquiry not exceeding one million
from any or all the parties involved in the proceedings.

(b) in paragraph (8) by deleting the words “twenty thousand”
appearing in subparagraph (3) and substituting therefor the words “five
hundred thousand”.

This amendment has enhanced fines from twenty
thousand shillings to five hundred thousand shillings
for a person who refuses to be sworn, fails to answer
questions, fails to produce documents or is held liable
for a disciplinary liability under this sub-paragraph.

Conclusion
The leadership of the Institute is confident that these amendments present a new dawn not only to the accountancy profession but also to the general public.
It is expected that these amendments will go a long way to enhancing accountability and corporate governance across all sectors of the economy.
Kenyans can now expect a more responsive, professional and expansive accountancy services from our members.

CPA Edwin Makori, Chief Executive Officer, Institute of Certified Public Accountants of Kenya

The Institute of Certified Public Accountants of Kenya (ICPAK) is the statutory body of Accountants established in 1978 and draws its mandate from the Accountants Act No.15 of 2008. It is also a
member of the Pan African Federation of Accountants (PAFA) and the International Federation of Accountants (IFAC), the global Accountancy umbrella body.
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THE INTERNAL
BUSINESS HAND SHAKE
Understand risk and how this can be mitigated
By CPA Purity Macharia

Y

ou know how it is in the
business environment. The
customer has placed a muchneeded large order that will
help the business close well.
What’s more it is at the half year or end
of year time which will really help all to
get the much-needed bonus pay out.
Maybe you are in the NonGovernment or Government sector and
you have finally secured the all-important
meeting with a key stakeholder or
donor. It is a make or break meeting to
ensure your deliverables are met e.g.
Construction of key road, training of key
stakeholders etc.
Then in comes the control functions;
• Finance- The customer needs to pay
the overdue debt before we can supply.
OR we cannot pay for the chosen 		
venue due to unreconciled items with
the venue supplier.
• Quality- The products ordered need to
undergo quality control for another
week.
• Audit or Compliance- The customer
or client has an ongoing investigation
and we should limit our trading with
them.
• Legal- Our contract with the
customer or client needs to be reviewed
OR this project has not followed
the laid out legal process. The County
assembly needs to give a green light
• Procurement- The tendering process
has not been followed completely
If you are in sales or marketing in
business or you are a project employee
for government or non-government;
you wonder what the control functions
are smoking. There are targets to be met

18

NOVEMBER - DECEMBER 2018

and even they risk losing their bonuses
or getting fired -What with such rigidity.
The facts are not what the control
functions think but here is how we see
them;
• This is a reliable customer who has
never defaulted his/her account OR
Finance were to do the reconciliation
for the supplier account anyway and 		
thus should not cause this transaction
not to happen.
• Even when we have had quality
concerns, the products are eventually
cleared for sale
• Investigations on this customer/client
are based on hear-say and not facts
• We have had a long relationship with
this customer any contract reviews can
be done later. The management had
issued their approval in a meeting
which all were in attendance so if
there were any issues they should have
been resolved.
Each side of the SAME organization
has valid arguments - so what to do?
As these debates are going on in the
organization the external clients and
customers’ needs are not being met:
• Essential services are not being offered
to the public and customers’ e.g.
critical medicines are not getting to
patients or essential training is not
being given government officers.
• There is slowed down economic
activity due to the delays of activities
e.g. failure to pay suppliers by the
county government or an organization
means that say the supplier cannot
procure more to sell more.
• Sales targets or objectives are not met
on time and we know time is money.

From my many years as a Finance and
Compliance business partner these are my
reflections that can ensure the customer/
client facing staff and the internal control
functions of an organization are working
towards the same goal.
For Finance/Compliance/Legal and
other Control Functions:
• Know what is happening in the
business or organization- How is the
business or NGO performing against s
et objectives, what are the challenges
being faced, how can your expertise
help with the challenges?
• Spend a day in the shoes of sales and
marketing or client facing teams by say
visiting outlets that stock your
products, attend sales and marketing
meetings, attend client meetings to
hear and act on any pain points that
relate to your area
• Be proactive in resolving issues
with your colleagues that would hinder
business or NGO activity e.g. for debt
collection on time or supplier payments
on time- have reports, meetings, etc.
that ensure that problems are nipped
in the bud.
For Sales/Marketing and other client
facing staff
• Understand how a sale translates to
profit for those in for-profit
organizations. You may need to invest
in some training on Finance for nonFinance. Remember that a sale is not
complete until there is debt collection
and product consumption. No point in
selling and then writing off bad debts
or having product returned or expired
due to non-consumption.
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Understand risk and how this
can be mitigated- The nature of
business is that it is very rarely
risk free. As experience has shown
in Kenya and around the world,
seemingly stable businesses
can close shop with serious
consequences for those who did
not mitigate the risk.

• For those in not for profit organizations
and are client facing, understand
the need for controls where money
is concerned. We have seen numerous
investigations of government bodies
where due process was not followed.
• Understand risk and how this can be
mitigated- The nature of business is
that it is very rarely risk free. As
experience has shown in Kenya
and around the world, seemingly
stable businesses can close shop with
serious consequences for those who
did not mitigate the risk. It is
important for a business to go out at
business opportunities with all they
have got but to do so with risk
mitigation in place. This would include
but not limited to;
1. Proper debt management-use of 		
tools such as bank guarantees or LCs
to mitigate debt.
2. Having appropriate contract clausesthat define the business relationship.
3. Regular review of the relationship- to
ensure aligned objectives and to
manage any red flags that may arise
4. Diversify- Over reliance on one
customer in a business relationship 		
can lead to difficulty to manage risks
e.g. where your business partner shuts
down
5. Know your business metrics- As a
customer facing staff, you will need
to have a good grip of the demand,
opportunities, and challenges in your
business. Failure to know the demand
of your business for instance can lead
to overstocking (and debt pileup) or 		
out of stocks which leads to customer
dissatisfaction and loss of credibility.
6. Build relationships with the control
function colleagues- Have regular
check-ins to ensure that there are no
pending items relating to your
business. I would recommend that you
ensure that all relevant control
functions attend at least one of your
meetings to ensure that there is full
alignment before implementation.
These actions by both sides of the
organization I would say, would imply a
very warm and firm internal handshake
that will work well for the organization
and ensure that objectives are attained
and even surpassed!
purity.w.macharia@gsk.com
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ARE YOU TAKING THAT
LOAN FOR ALL THE
WRONG REASONS?
An open letter to all Loan Applicants
By Victor Bett

Dear readers,

Thank you for sparing your precious time to
read this, and I promise to make it worth
your while.
I am an accountant and a member of
the coveted Accountants body in Kenya,
ICPAK. But guess what--I somehow used
to struggle with this subject too. Well, not
anymore and hopefully, the same will be
said about you after reading this. Now,
don’t get me wrong; I am a huge fan of
loans geared towards development. And
I am not against those youth groups
formed for purposes of acquiring funds to
undertake this or that project.
Neither am I against seeing you flex
your risk-taking muscles through the
acquisition of loans for reasons best
known to you. No, I’m not. Believe me;
I’ve seen loans change the lives of many
people including family members, friends,
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colleagues, famous personalities, and
many others.
So, yes…
I, too, love loans—but only for the right
purpose. A loan that is not necessary
or planned for should be a no-go-zone
for anyone. Such a loan is like that one
bad habit that you wish you had dropped
during your junior school years. Once
you get into one, the craving for more
loans keeps coming until you realize
your life doesn’t belong to you anymore,
but to your creditors. Well, almost
literally.
If you have used a mobile phone loan
application, then you’re certainly nodding
to this. Although I must clearly state that
these loan apps could be real lifesavers, if
used for the right reasons. It doesn’t hurt
to take a loan from application X or bank
Y, to boost your business stock. But what

really drags you back is downloading the
same application on the Christmas Eve to
blow away a couple of thousands trying to
‘buy’ other people’s respect at your local
village brew joint.
Now that is something you want to
avoid if financial independence is one
of those concepts you consider to be of
great importance for self-development.
Coming back to my point…I know
personal finance is a touchy subject that
is sometimes only discussed between you
and your personal banker or probably
with your spouse. And sometimes you’re
right to do this.
But then, hear me out… In this day
and age where matters to do with finances
end up in courts, divorce, or in some cases
loss of life, you can no longer simply wish
this subject away. Trust me, now is the
time to deal with it. I don’t know of a more
emotive subject than this, but sadly, we
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How many of
you have heard
someone lament
about a loan they
took only to be
swimming in a sea
of regrets weeks
later, and if they
are lucky, months
later? Well, I have.
They took loans
for all the wrong
reasons.
have to learn the truth about what loans
are just not meant for. You may differ with
me on some of the ideas in this article but
if 1 out of 10 ends up being helpful to you
in any way; then I guess the effort put into
writing this won’t have gone to waste after
all.
Let’s face it. How many of you have
heard someone lament about a loan they
took only to be swimming in a sea of
regrets weeks later, and if they are lucky,
months later? Well, I have. A lot of
them! And do you know why? In most
cases, these individuals have one thing
if not several things in common. They
took loans for all the wrong reasons.
Whether the wrong reason here means
getting a loan to buy expensive/luxurious
items, investing in a get-rich-quick

scheme, conducting a celebration such
as a wedding, or investing in speculative
activities, the aftermath could be quite
unforgiving.
If you’re going to take a loan for
any of the mentioned reasons, whether
your Cashflow sufficiently caters for
the repayments, you’ll outrightly be
committing a financial crime. Besides,
implied loan-taking rules forbid anyone
from taking loans simply to splurge
about. Believe it or not, I have at one
time seen an individual take a loan to go
for a vacation. I mean, can you possibly
imagine that in these financial times?
And I believe you too might have come
across an individual applying for a loan
while exuding confidence in one of the
widely overused statements “no one ever
builds an empire without a loan”.
As much as I would like to differ with
such people, I agree that the phrase has
some genuine level of truth in it. Like
I mentioned earlier, a good number of
people have developed themselves off
loans. That much, I appreciate. But also, a
good number hasn’t made it through loans.
In fact, a decent section of the financially
literate individuals doesn’t believe in using
borrowed money for a reason as unlikely
as starting a business. One such person is
Mark Cuban, an American businessman,
and investor. Mark believes that anyone
who takes a loan to start a business is
simply to be described as a moron.
Okay, maybe that’s too harsh of
him but the truth is when it comes to
financial discipline, it hardly ever gets any
easier. The point is, you simply cannot
go throwing money around any pyramid
scheme that comes your way, or gambling,
or taking the so-called vacation popularly
known as kupigia mwili pole (Swahili for
relaxing oneself ). Come on friends, you
can only enjoy a vacation using the money
you’ve worked for. And sadly, a loan is just
not that. Just the other day, a friend came
to me and asked, “Victor, according to my
pay grade, I qualify for a blah blah blah
amount of loan; what do you think I can
use the loan for?”
I was shocked beyond words. And
before we could even have a sound
conversation about it, he had already
applied for it and voila, he’s now a proud
owner of a loan with one of the local
banks. To make it worse, for some reason,
he is no longer in employment so you can
fill in the rest of the gaps for yourselves.
So then I ask myself, when did we ever

get here? Because I know the financial
institutions are certainly not to blame. I
can’t stress the importance of knowing
what to and not to take a loan for.
There’s this interesting phrase by an
old philosopher that says we buy things
we don’t like, with money we don’t have,
to please people we don’t like. Are you
familiar with this? This brings me to the
next important point I wish to put across
to anyone reading this letter. I understand
that we sometimes tend to go to the very
extreme to massage our egos by acquiring
some things simply because our so-called
‘rivals’ have them. Whether it’s renting
a bigger apartment, buying that 2018
Subaru model, name it. If you’ve done this
before, you’re certainly not alone and you
really shouldn’t beat yourself up about it;
well unless you go as far as borrowing to
keep up with the Joneses.
NEVER, EVER, borrow money to try
to fit into a certain lifestyle. For goodness
sake, don’t break your bank trying to be
someone you’re not. I’m not saying you
should be contented with less, but know
when to draw the line. Every smart person
does. Otherwise, such behaviour needs
immediate financial intervention. And
let’s face it—these things do happen to us
or those around us all the time. We see
someone going for a holiday today and,
the next weekend we’re on a bus to Diani
or a plane to the Bahamas. And guess
what makes it worse? We sometimes
use borrowed money to do this! This is
a dangerous habit that more often than
not, ends up with one or both parties in a
sizable amount of unexplainable debt.

Final thoughts

Well, now you are in the know. I certainly
hope that moving forward; you will
commit yourself to take a loan that
you will be happy to repay. And more
importantly, make sure you understand
the terms and conditions of any loan you
wish to acquire. Loan documents could
be daunting to read through to the last
detail, but it may save you tons of regrets
if you take your time to understand every
last word in the document.
Lastly, please note that none of the
views in this letter is aimed at discrediting
certain individuals or businesses. I
developed the views therein from personal
experiences and those of other people.
An open Letter to loan applicants
victorbett28@gmail.com
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LEADERSHIP

IN THE DIGITAL AGE
By Joyce Kaduki

F

or the first time ever, FIFA
used Video Assistant Referee
(VAR) in the 2018 World Cup
in Russia. Despite celebrations
and controversies surrounding
use of VAR in making decisions, it is
evident that this and other emerging
technologies will continue to influence
the world of sports.
Technological advancements have
disrupted the traditional way of doing
things not only in sports, but also in
business.
And where leadership is concerned,
it is becoming increasingly clear that any
leader who seeks to remain relevant in
the digital age must allow technological
advancements to transform the way they
lead.

Some qualities will not
change

As change takes place though, certain
fundamental principles of leadership
are timeless and will remain relevant
through the changing times. Leaders
who will continue to exercise them even
as they embrace and cultivate evolving
skills will be more effective. These
characteristics
include
competence,
character, communication and courage.
Let’s consider them in a bit more detail.
Competence, which is about a leader’s
ability to get a job done and deliver
results, is an integral part of leadership.
A competent leader is respected by those
he leads and inspires confidence in them
to perform at their best. It is therefore
important for one to excel in their chosen
field, and to invest in continued growth
in the same.
Character, or the quality of being a
person of integrity is an important factor
in a leader’s effectiveness. Leadership
expert John Maxwell says that true
leadership always begins with the inner
person – who you really are. He goes on to
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say that a leader’s character will filter into
an entire organization and its employees.
Great character creates potential for great
organizations.
A leader with well-developed
communication skills is able to convey the
organization’s vision, goals and objectives
in a way that employees understand
and feel energized to pursue. The leader
also needs these skills to connect with
the organization’s other stakeholders
like shareholders, customers, suppliers,
government and other interest groups. No
matter how visionary a leader is, if they
lack the courage to make bold decisions
their effectiveness will be eroded. They
will also need courage to follow through
with the decisions they make, even when
this makes them unpopular with those
they lead.

Evolving qualities

While the above enduring principles of
leadership are important for one who
wants to be an effective leader, they are
not enough. This is because the world has
changed a lot over the last few decades,
and continues to do so at a fast pace. The
leader of the digital age therefore needs
to acquire additional qualities to enable
them lead effectively. These include
connection, creativity and innovation,
collaboration, managing cyber-threats,
and having emotional intelligence.
Connection: Leaders who want to be
effective must learn how to connect
with the people they lead. In the past,
this connection largely took the form
of relationship-building on a one-onone basis – or with members of a team.
This involved a leader taking time to
know team members at a personal level.
With advancement in technology and
growth of virtual teams sometimes
dispersed in multiple locations around
the world, virtual connection has taken
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on greater importance. More digital
connection and less human touch.
The contemporary leader has to figure
out how to connect with his followers
in a way that matters to them – social
media, telephone, virtual meetings, or
other.

Creativity and innovation:

The
business
environment
is
constantly changing. What gave a
company a competitive edge yesterday
is not guaranteed to work today. And
what works today will likely not
work tomorrow. As a result, business
leaders have to work with their teams
in coming up with creative and
innovative products and services, and
present them in a way that prospects
find appealing. The contemporary
leader needs to manage this shift.
In addition, today’s employee is
enlightened and expressive about
what they want from their work –
sometimes even how they would
like to be led. The business leader
of the 21st Century has to come up
with creative and innovative ways of
appealing to the needs to their team
members.

The World Cup in Russia
has provided fans with
plenty of thrills, however,
the contentious use of the
Video Assistant Referee
(VAR) has produced more
questions than answers
to an ever-increasing
number of seemingly
dubious decisions.

Collaboration: Millennials, who are
entering the workplace in droves,
have values, beliefs and professional
expectations that are very different
from those of older generations. Study
after study has established that among
other things, this younger workforce
values collaboration. Maria Matarelli,
writing for Forbes in October 2017
in an article entitled ‘Millennials are
requesting these workplace changes
to thrive’ stated that “If you want to
attract the best millennial candidates
for your business, you need to have
a culture that promotes two things:
empowerment and collaboration.”
This of course means that for the
leaders managing these younger
employees, building and sustaining
a culture of collaboration which will
enable the younger generation is a
must. Should the leader fail to do so,
retaining this unique talent will be
difficult.
Cyber security management: With
most organizations becoming digital
though in varying degrees, they are
becoming more and more exposed

to cyber threats. This means that
today’s leader has to change the way
they behave. Even if they are not IT
professionals and have to depend
on technical experts to run certain
operations and to advise them,
business leaders have to stay informed
about technological changes taking
place. This means learning to ask the
right questions, listening, and if need
be pursuing anything that raises red
flags or doesn’t seem to be working
right. As the manager does this, he has
to take care not to be so involved that
he ends up micro-managing or stifling
talent. This is especially important for
companies heavily reliant on digital
processes and platforms, for example
technology companies and financial
institutions.
Emotional intelligence: Emotional
Intelligence (EI) or Emotional
Quotient (EQ) refers to a leader’s
awareness
and
appropriate
management of his emotions, as well
as his awareness of the emotions
of others and suitably responding
to them. Psychologist and author
Daniel Goleman who established
the importance of EI to business
leadership identified five components
of EI: self-awareness, self-regulation,
motivation, empathy for others, and
social skills. He stated in a 1998
Harvard Business Review article,
‘What Makes a Leader’, that “the
most effective leaders are all alike in
one crucial way: they all have a high
degree of what has come to be known
as emotional intelligence. It’s not that
IQ and technical skills are irrelevant.
They do matter, but…they are the
entry-level requirements for executive
positions. My research, along with
other recent studies, clearly shows
that emotional intelligence is the sine
qua non of leadership. Without it, a
person can have the best training in
the world, an incisive, analytical mind,
and an endless supply of smart ideas,
but he still won’t make a great leader.”
EI is a game-changer in leadership.
Managers who want to be effective
leaders in the digital age need timeless
fundamental qualities of leadership as
they embrace new skills.
joycekaduki@johnmaxwellgroup.com
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THE ECONOMIC
PERILS OF OUR
“THIEVING CULTURE”
By CPA Patrick Mumo

T

hat we live, on average, in
a corrupt and corruptible
society is a common fact.
You see, after a 3 year
stint in one of the Far
East countries, one can see the stark
disparities in our value systems. In
truth, the differences in our values
as a country and those of the Asian
Tigers are as clear as night and
day. These differences are manifest
in the economic performances of
our beloved country and those of
these Asian Tigers in just under
five decades. While these countries
have gone ahead to claim their roll
of honor among the community of
nations, we have remained holed up in
the bottomless pit of misery and with
no end in sight.
In contrast, these economic tigers
have pulled true economic miracles by
lifting millions of their citizens above
the poverty line and into the first
world or high middle income status.
We, the Kenyan people continue to
bear the frequent moments of national
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shame, when we have to beg for basic
necessities and appeal for external help
from well-wishers to address avoidable
and/or manageable internal calamities
54 years into our independence. It’s
inexcusable, immoral and unethical to
continue piling blame of our economic
inaction to our colonial masters after so
many years of self-rule.
Given the so frequent waves of
multi-billion scandals in our public
sector, Kenyans in general seem to have
resigned to the fate of the “gods.” With
every passing scandal, these lords of
corruption are getting bolder, assertive
and greedier. The more troubling thought
is whether we the Kenyan people,
ever sit back and critically analyze and
understand the economic consequences
of this thieving culture. Unfortunately
for us, the laws of economics have no
respect for complacency, the collective
ignorance of a society and the general
absence of a sense of decency. When
they come knocking, as certainly as they
do, they come crushing everyone on
their path, may they be the perpetrators
of the economic crimes themselves, the
innocent and/or ignorant and the Mr. &
Mrs. see no evil….hear no evil.
Throughout history, no known society
has ever thrived in an environment of
the general absence of values, ethics and
morals. No society can ever experience
true economic prosperity by robbing
the welfare of the majority to feed the
insatiable greed of the privileged few.
On the contrary, the “laws of economics”
teach us that the pursuit of true and
genuine general welfare of the society, by
default not only rewards the individual
efforts of the members of that society,
but also satisfies their individual greed
for wealth and prosperity. Make no
mistake - I am in no way advocating for
a “socialistic economics.” I am actually a
firm believer of “capitalistic economics”
and strongly believe in the inalienable
rights of every citizen to explore the
unlimited economic opportunities that
our motherland affords him or her. But
that cannot and must never be done at
the expense of the welfare of everyone
else, except the “me factor.”
Looking through these corruption
madness all over our nation (both in
our public and private sectors), one
wonders what became of professional
ethics, more so for us professional
accountants. Taking the risk of courting

controversy here, the sad reality is that
behind every corrupt deal paid, there is
an accountant’s signature, be it by error
of omission or commission. But of more
fundamental interest in this article is
“what are the economic consequences
of our thieving behavior to our country
and the Kenyan society in general?”
While it is not possible to exhaustively
address this question in the limited
space available for this article, I shall
highlight five critical economic costs of
this pervasive culture.
First and foremost, our thieving
culture has robbed us of our national
pride and sense of dignity
In as far as our national leaders may want
to deny it, the bitter and inescapable
reality is that we’ve lost any economic
bragging rights among the community
of nations due to our sustained decades
of economic plunder of public resources.
While in public everyone may still
pretend to smile with us in front of the
camera’s, in the depth of their hearts and
those of their home countries they hold
very low opinion on us as a country and
a people. This fundamentally alters our
economic engagements and relations
in the regional and global scene. More
importantly, it negates the collective
productive capacity of our economy in
general and derails our growth trajectory
several degrees of the course. If anyone
doubts this, then revisit the recent
decisions of our key trading partners
in the region, especially on key shared
infrastructural projects and the preferred
destinations by world leaders in the
region over the recent past.
Second, our twisted value system
has turned into ruin our single most
strategic resource base, “the innovative
and creative minds of our youth.”
By rewarding mediocrity through
nepotism, tribalism and cronyism, and
promoting looters into high offices on
the land, we have collectively put the final
nail on the coffin of the creative minds of
our young men and women. It shocks me
when nobody seems to see any problem
when University graduates, majority
even with post-graduate degrees leave
college with a sole ambition of becoming
tender-preneurs. The economic costs to
the economy is that we have technically
destroyed the productive capacity of the
nation for both the medium and long
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term and set a dangerous precedent
for many generations to come. Worse
still, it shall cost the country a lot of
its current productive resources to
remedy this anomaly and restore the
once vibrant work ethics of the 1970s.
The twin effect of this is a slowed
productivity stimuli to the economy for
several decades to come unless urgent
remedial interventions are undertaken.
Third, there is no greater single most
threat to “sustainable long term
welfare” of a society, than the pursuit
of capitalism without a corresponding
doctrine of values and morality
For capitalism to thrive and accrue the
attendant benefits to a society, it must be
founded on clear and non- negotiable
set of values. A corrupt and a corruptible
society is a “poisoned chalice” for
capitalism that eventually consumes
its own. The tentacles of above average
greed that oil capitalism if uncontrolled
destroys the business environment
of a nation and shall eventually kill
investments (old and new alike). As
the countries of the world compete
to attract the limited global capital,
corrupt jurisdictions become highly
unattractive since bribes increase cost of
doing business, create an environment
of uncertainty and turn communities
into “man eat man” societies. Overtime,
the economic fundamentals of such a
country are stretched beyond the limits
of endurance and sooner than later
they’ll give in under the heavy weight of
inequalities created through corruption
networks. All these indications are
crystal clear in Kenya, and unless
suitable and sustainable remedies are
urgently undertaken, it’s now only a
question of when not if we shall get
there. If in doubt, revisit the sustained
violence around the country in every
electoral cycle.
Fourth, there exists overwhelming
evidence that democracy and
transparent justice systems are critical
pillars that support the economic
prosperity of any nation
Tragically, democracy and a just dispute
resolution system are immiscible
solvents with a valueless and immoral
society. Since a general absence of
morals in a society is the best catalyst for
graft to thrive, the lords of corruption
first seek to destroy the democratic
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Overtime,
the economic
fundamentals of
such a country are
stretched beyond the
limits of endurance
and sooner than
later they’ll give
in under the heavy
weight of inequalities
created through
corruption networks.
All these indications
are crystal clear
in Kenya, and
unless suitable
and sustainable
remedies are urgently
undertaken, it’s now
only a question of
when not if we shall
get there. If in doubt,
revisit the sustained
violence around the
country in every
electoral cycle.

and justice institutions. A corrupted
democratic and justice system causes
disillusions to members of the society
and kills any hopes of a better tomorrow.

More importantly, they destroy the
foundational frameworks for long term
investments and commitments to hard
work. After all, why work hard if you
can acquire it corruptly and then the
society rewards you with a higher office
and responsibility?
Finally, our thieving culture has
destroyed all the social fabrics that
hold us together as a society
It has eroded even the very basic
tenetsof humanity. It is no wonder
that the Kenyan public is littered with
tens of unresolved murders of men
and women whose only crime was
to stand for the rights and welfare
of the oppressed majority, and by so
doing were on the way of the untamed
greed of the lords of corruption.
Unfortunately, blinded by their greed
these lords of graft forget some basic
nuggets of wisdom enshrined all over
the African culture……that “Muhini
na Muhiniwa njia yao ni moja tu.”
Even the Holy Bible, Jeremiah 17:11
(NKJV) states:“As a partridge that
broods but does not hatch, so is he who
gets riches, but not by right; it will leave
him in the midst of his days, and at his
end he will be a fool.”
As I conclude (and I say this with a
heavy heart), there comes a time in the
life of every community and/or society
when lies must give way to truth, when
deceit must give way to honesty, when
manipulation must give way to dignity
by and for the people, and when evil
and wicked desires of a few must give
way for the greater good of the society.
There comes a time when a society must
examine itself and directly confront the
ills that eat and destroy it from within.
There comes a time when good men
and women must stand-up, summon
their collective courage and tap into the
infinite wells of wisdom for the good of
their community and society in general,
for if they keep quiet evil shall triumph
in their society. I want to believe that
such a time has come into this land
called Kenya. …….and so each and
every one of us ought to examine him/
herself and make their choice……but
as for me and my family…..we shall
heed to the sacred cry of truth, fairness
and justice for all in this “our land.”
patrick.mumo@ksg.ac.ke/
pmmumo@yahoo.com
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By Edwin Musonye & Mariana Kemei

SWITCHING FROM GDP
TO GPI ECONOMIC
ACCOUNTING
Part 1 (Overview)

K

enya like many other
countries is still using
Gross Domestic Product
(GDP) and System of
National Accounts (SNA)
as the preferred gauge for monitoring
and measuring economic progress.
However, some countries -led by
Canada -are progressively shifting to
Genuine Progress Indicator (GPI)
method as a more inclusive approach.
GPI is considered by its proponents
as a system of sustainable Well-being
Accounts that measures the genuine
physical conditions of life.
GDP and SNA have well-known
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shortcomings especially when it comes to
capturing non-cash transactions as well
as resource depletion economic activities.
The measures assume that development is
only about monetary gain and any other
good deeds such undertaking volunteer
work and spending time with family
members are worthless. GPI accounting
framework seeks to address shortfalls
of cash-based systems which makes no
distinction between production that adds
to true improved well-being and activities
that worsen our personal, community
and environmental conditions.
An indicator that exposes the
limitations of GDP/SNA is the
Gini index. This measure exposes the
inequalities in an economic community
which is never captured by the traditional
methods. It is therefore never surprising
that some of seemingly economic giants
have high inequities and hence not as
wholesomely prosperous as they should
ideally be.
GDP cannot differentiate between a
positive economic pointer, like increased
spending due to more disposable
earnings, and a negative economic
indicator, like increased expenditure on
credit cards due to loss of incomes or
waning real value of wages. In Kenya,
we can witness firsthand as authorities
rush to curb unwonted destruction of
forests after realising that the short-term
monetary gains from lumbering are far

less than the long-term losses.
However, switching to a new way is
no easy task given the entrenchment
of a money-based assessment system.
Alternatives that attempt to holistically
quantify the physical realities of life are
bound to be difficult and muddled since,
as supporters note ‘there are no common
“measuring sticks” -like money- to
compare one form of living capital with
another’. It’s agreed that it is far easier
to track the money changing hands in a
marketplace than to measure the genuine
conditions of living.
In a developing country like Kenya,
the task is clearly enormous. The
National Statistical body is already
overstretched dealing with the existing
cash-based system. Starting and
perfecting the new one will definitely
be a tall order. However, the benefits of
starting early should guide the discussion
and implementation thought.
There is a concurrence that with
the advancement of technology and an
over-abundance of data, it is nowadays
promising to begin designing a holistic
accounting system to integrate the
complex factors that we know contribute
to overall societal and environmental
well-being. But it is apparent that to do
this well requires integrating data and
value systems across many disciplines and
is an overwhelming task.
Whereas, this new accounting

system might seem far stretched, it’s
actually closer home if we go by the
Sustainable Development Goals (SDGs)
set by United Nations Development
Programme (UNDP).
Furthermore
some international economic scholars
have observed that happiness has become
an important indicator of social progress
and state that, ‘Happiness is now the
ultimate goal of development’.
Initially, it was contended that
concepts such as happiness could not
be measured. However, a number of
scales have since been developed to
measure happiness that include, the
Subjective Happiness Scale (SHS)
- a scale measuring global subjective
happiness; the Positive and Negative
Affect Schedule (PANAS) used to detect
the relation between personality traits
and positive or negative affects at current
moment and other time periods; and the
Satisfaction with Life Scale (SWLS)
- a global cognitive assessment of life
satisfaction.
Furthermore, indices such as The
Human Development Index (HDI),
The Index of Social Health (ISH),
The Calvert-Henderson Quality of
Life Indicators, and The Ecological
Footprint (EF) have been developed
by various agencies such as the United
Nations Development Program and by
economists. They are used to establish
benchmarks of performance and
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conditions of human and social wellbeing as well as systems of natural capital
and environmental stock, and accounting
tools that calculate the productive land
area required to sustain or meet the
needs of current levels of consumption
and assimilate the waste generated by
households.
Such progress makes a case for the
adoption of GPI, making it easier and
helps us move from what proponents call
a fixture on monetary expressions of what
we deceptively refer to as wealth.
Yet some observers take a middle
ground and advocate for GDP that is
combined with other approaches. To
them the problem is with over-reliance
on GDP by policymakers that leads to a
situation in which it becomes a sole basis
for formulating and setting priorities.
This means if GDP was considered only
as a measure of raw market economic
activity; and thus combined with other
metrics- the failings in it would be less
significant.
GPI is definitely improvement on the
GDP-SNA method given that it is based
on solid accounts better referred to as
system of sustainable well-being accounts.
These accounts include GPI Balance
Sheet and GPI Net Sustainable Income
Statement. Furthermore they also have
ledgers.

Components
GPI
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Furthermore
some
international
economic
scholars have
observed that
happiness
has become
an important
indicator of
social progress
and state that,
‘Happiness
is now the
ultimate goal of
development.
compilation of the GPI accounts using
a traditional balance sheet framework
that shows the annual total well-being or
condition of assets, liabilities and owner’s

equity of a society. On the other hand, the
GPI Net Sustainable Income Statement
is a national or provincial income
statement that differs fundamentally
from the GDP in that it subtracts from
gross output or income any human, social,
and environmental costs - incorporating
natural capital depreciation -that may
have contributed to the annual gross
income or GDP.
Finally, another crucial aspect that
favours Kenya as country in adopting
GPI is the principle of value system and
consultations. Values are tipped to be at the
heart of the quality-of-life measurement
issue. GPI promoters believe the values of
individuals, households and society must
determine the choice of indicators used in
measuring and managing the wellbeing of
present and future generations. This is in
line with the constitution 2010 dictates.
Therefore, ready or not, we must begin
planning for the adoption of GPI.

Part 2 (case study- Province of
Alberta, Canada)
Whereas the Province of Alberta, Canada
provides a great case for Genuine Progress
Indicator (GPI) because it has a more
comprehensive documentation from both
theory and empirical experiences, there’s
a U.S. Genuine Progress Indicator GPI
advanced by Clifford Cobb for Redefining
Progress; the state of Maryland has its
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own program; and also, Australia has a
domesticated initiative.
Hence, as the world gently shifts from
materialistic economics to humanistic
economics, we can borrow lessons
from the pioneers. According to Mark
Anielski - Director, Sustainability
Measurement, Pembina Institute for
Appropriate Development, the province
of Alberta used 51 measures of economic,
social, human health and environmental
condition dating from 1961 to 1999.
The main lessons are;
1. Incorporating citizens’ input; The
Canadian Centre for Policy Research
(CPRN) is convinced that the correct
approach to quality of life measurement
is to engage citizens in a dialogue about
quality of life and values.
2. Incorporating expert input; the choice
of these 51 GPIs was based on the
Alberta Government’s Measuring Up
performance measures, the U.N.’s Human
Development Index, the World Bank’s
Total Wealth accounts, and the Index for
Social Health
3. Developing data set from opinion polls;
Values can be solicited through surveys,
focus group discussions and other public
forums. These value assessments may then
be used to identify the indicators that
should be developed to inform citizens
about the condition or state of the issues
they value most.
4. Using existing statistical sources;
Drawing of time series data was from
existing sources including National
Statistics and extended to cover at least
40 years.
5. Create indices; any indexing system
can be used to normalize a raw data set
of multiple indicators, allowing otherwise
incomparable indicators to be compared.
Indexing also allows for the aggregation
of multiple indicators to create composite
indices, such as we have done with the
Alberta GPI well-being index.
6. There is no right or wrong suite in
measuring GPI; The 51 indicators were
chosen to illustrate the utility of the
GPI accounting system and the capacity
to construct such indicators, as well as
composite indices, of well-being in a
holistic, systems framework.
Champions of GPI accounting support
it primarily for the following six reasons:
1. It offers a smart accounting context
that is based on general accounting

conventions, yet measures sustainability
and situation, trends, and wholesome
monetary aspects of entire capital.
2. GPI Accounting takes a systems
approach. This means it recognises
the inter-relationship of a complex
assortment of variables that define wellbeing.
3. The GPI framework can be applied at
any level of governance – local, provincial
or national – and possibly be applied to
corporate governance depending on the
availability of data.
4. GPI accounts are a transparent and
open architecture using the best available
data and scholarly analysis of the issues.
5. GPI Accounts are meant to be “living”
or dynamic accounts improving with
better information, knowledge and
shifting societal values.
6. GPI Accounts can be aligned with
existing government reporting and
performance measurement systems to
facilitate business planning and budgeting
with a view to sustainability of all capital.

The total capital accounting framework
in the GPI accounts is centered on the
three themes of economy, society and
environment, and uses customary financial
accounting structures, comprising:
• Ledgers (accounts); • Balance sheet
(assets, liabilities, distribution of wealth),
and; • “Net sustainable” income statement
(GDP adjusted for human, social and
environmental benefits and costs).
The GPI Accounts track the physical,
qualitative and monetary conditions
of five forms of capital: human, social,
natural, produced and financial. Human,
social, natural and spiritual capital is
collectively defined as living capital. An
interesting feature is that unlike financial
balance sheets, the GPI Balance Sheet
does not “balance” as such, given that
the accounts are expressed largely in
non-monetary terms -that is, qualitative
conditions.

Challenges

Pros

The advocates of GPI, led by researchers
at the Pembina Institute for Appropriate
Development, admit that some challenges
come with this new way of measuring
economic progress. The four main
criticisms they encountered being,
1. Data is a protracted limiting factor
in constructing required comprehensive
longitudinal data sets. Changes in
methods of gathering, surveying and
analyzing statistical data may lead to
frustration in constructing a several-years’
time series for each GPI account.
2. GPI Accounts may suffer selection bias
since the depiction of sustainability may
be affected by the selection of indicators.
If what is measured is what is valued,
then the choice of indicators and the
method of benchmarking good and poor
conditions of well-being colours the GPI
portrait that emerges.
3. Another criticism was that they relied
primarily on quantitative data and less on
qualitative or subjective data. However,
well-being can be subjective and
sometimes personal assessment.
4. Lastly, estimating the full benefits and
costs associated with the consumption
and stewardship of human, social and
natural capital is difficult. This highlights
a key problem with placing “unreliable
yardsticks” called shillings on wealth that
may have no money-market substitutes or

be irreplaceable.

GPI accounts

The GPI Accounting system can help
a society answer some fundamental
questions such as, what quality of
life and sustainability conditions can
future generations expect given today’s
economic behaviour, what condition of
our environment and the state of our
natural capital assets, what quality time
are we spending with family and friends,
and are we more or less stressed today
than in the past decade? This will assist in
designing a sustainable future.

Conclusion

The goal is to develop a non-prescriptive
well-being and sustainable development
accounting system that is open,
transparent, and dynamic and that evolves
over time. It should lead to a healthier and
more enlightened debate about quality
of life and government budgets. GPI
Accounts for Alberta, for example, were
constructed to be meaningful to citizens
and to be a practical decision-making
tool for the holistic management of the
condition of human, social, built, financial
and natural capital assets, liabilities and
equity. GPI accounts should be unique
– customized according to the needs of
each community they serve.
info@documentpoint.co.ke
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FIVE WAYS TECHNOLOGY
CAN HELP IT COMPLIANCE
Audit

By CPA Derrick Majani

E

ffective IT systems form the
backbone of every organization
and as organizational demands
and challenges increase, so do
the pressures on the IT team.
The importance of IT security is
growing and the enormous task of
supporting it falls to IT teams who must
constantly find ways to measure, monitor,
and ensure the effectiveness of the
organization’s security health.
In the world of IT compliance, the IT
team is tasked with identifying which of
the hundreds of regulations and standards
need to be followed, as well as meeting
thousands of detailed requirements—all
while watching out for security concerns
that could derail the company’s strategic
objectives or daily operations. Doesn’t
sound easy, does it? Actually, when you
have the right tools, it is.
An accurate diagnosis starts with the
right instrument. Below are five different
ways that data-driven technology like
ACL can provide assurance to your IT
compliance activities.
1. Information security oversight
Whether assessing the risk of adopting
new cloud technology or understanding
the vulnerability of an organization’s
infrastructure, security questionnaires
are a commonly used tool for gauging a
company’s ability to protect information
integrity. Using surveys built into a
workflow engine and storyboards/
dashboards, you can:
• distribute detailed security
questionnaires
• curate and capture an overall
assessment of the company
• report on a score to benchmark against
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other similar vendors
• apply
a
threshold
and be notified to
engage in a follow-up
review.
2. IT industry framework
There are hundreds of
frameworks with thousands
of
requirements,
and
it can often be a major
challenge to manage the
categorized control families,
understand the applicability
in the organization’s control
environment, and align control
activities to provide assurance
of appropriate coverage.
A content-rich technology
platform allows compliance
professionals and IT leaders
to
seamlessly
manage
numerous control frameworks
or standards (e.g., ISO,
NIST, COBIT, PCI). Then
detailed requirements can be
rationalized to manage scope
and map internal controls to
each respective compliance
requirement.
3. SOC security compliance
procedures
Do you provide a service
where you store and manage
customer data? Ever wonder
what it takes to receive your
SSAE-16 Report of SOC
Certification? Just like how
globally recognized solutions
are SOC 2 Type II compliant,
your organization is required
to go through a thorough
audit
and
demonstrate
appropriate security controls
and corporate procedures
are in place to safeguard and
protect your customer’s data.
Leveraging a best-in-class
solution enables your team to:
• identify detailed control
objectives
• capture review steps and
evidence of compliance
• distribute appropriate
actions to stakeholders 		
across the organization.
Both Amazon AWS and
ACL have examples of a

thoroughly constructed
security environment.
4. Security awareness
oversight
How do you know the
organization reads important
updates to your security
policy, password requirements,
or
sensitive
information
handling
procedures?
Using tools like ACL, you
can distribute surveys to
departments
within
the
organization, provide access to
respective policy documents,
and have employees attest to
understanding policies. You
can also track and monitor
the progress of the review
for reporting purposes. Share
the progress and adoption
of overall compliance of the
corporate security program
with senior management and
security officers.
5. User access reviews
Joe can access sales records.
Sally shouldn’t be able to
approve POs. And Mike is
responsible for approving
orders above $15,000. With
all these rules and hundreds of
different application systems,
sampling user profiles to
verify appropriate access is
not sufficient. Leveraging
a continuous monitoring
solution to perform hundreds
of unique tests on a daily basis
will provide the CIO comfort,
knowing
that
effective
procedures are in place to
reduce the risk of a security
incident. Read all about this
type of deployment in a Case
Study from Dean Foods.
IT teams are frequently
involved in application and
system deployments, but more
often it is for the business. The
next time you’re evaluating a
solution for compliance, risk,
audit, operations, or finance,
consider how you can leverage
the same integrated solution
for your IT compliance needs.
majani35@gmail.com
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Overcome
your fears
By Angela Mutiso

“He who has overcome
his fears will truly be
free.” Aristotle
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yra was stuck in the lift, it was
an old lift in an old building in
Nairobi. She had a real phobia of
lifts and was finding it difficult to
cope with what was happening to
her. Lights in the elevator had suddenly gone off,
the lift stopped, then opened a bit this enabled
her to see the people outside the elevator. She
stretched out her hand through the little opening
and called out to someone to hold it and hopefully,
ease her discomfort.
Myra explained that she feared confined and
small spaces. Finding herself in such circumstances
always triggered her already unstable blood
pressure. Abruptly, the lift closed again; it was
difficult to imagine what Myra was going through
in there. This situation, had sent a chill down her
spine, making her seek protection that didn’t seem
within her reach anymore. Many people live in
fear of one thing or another, and for Myra, getting
stuck in a lift was a real phobia.
The word ‘phobia’ is derived from the Greek
language and means ‘fear’. There are many
definitions of fear. But it is generally regarded as
a reaction to physical and emotional danger… The
other side of fear is that it enables us to respond to
real threats. One woman explained how she was so
at ease with lifts until she had a terrible experience.
She was in one, when it stopped moving. All of
a sudden, they sensed some smoke and came to
discover a part of that building, was burning…she
started bleeding at once. People react differently
to real or imagined danger. Most get anxious
or nervous, horrified, or terrified, dreadful and
panicky.
There are many types of fear. Claustrophobia, is
the fear of enclosed spaces. As a relatively small and
confined box, it is easy to see how an elevator could
cause a claustrophobic reaction. Agoraphobia is
the fear of being trapped in a situation in which
escape would be difficult or impossible should a
panic attack occur says verywellmind.
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Some people fear
dogs, others fear
flying while some fear
thunder and lightning,
others fear the dark.
Fear of heights is one
of the most common
phobias followed by
public speaking.

Fear can make you sick

Fear can have long term effects on you.
When you constantly lack a place to hide
from danger, you can become nervous
and fretful, your blood pressure can rise
with time. These could lead to tiredness,
difficulty in breathing, throbbing
headaches, as well as chest and stomach
pains. You can also get panic attacks. As
time goes by you could develop more
serious health problems like ulcers, thyroid
issues, migraines and arthritis among
several others.

What makes us fear?

Fear is caused by perceived danger or
threat that occurs in certain types of people
or animals and can ultimately change your
behavior, causing you to flee, freeze, or
hide. Wikipedia says fear in human beings
may occur in response to a specific stimulus
occurring in the present, or in anticipation

or expectation of a future threat perceived
as a risk to body or life. The fear response
arises from the perception of danger
leading to confrontation with or escape
from/avoiding the threat (also known as
the fight-or-flight response). Studies by
sociologists suggest that individuals’ fears
are not wholly reliant on their nature
but are also determined by their social
relations and beliefs, which direct their
perception of when and how much fear
to feel.

What do people fear most?

This varies a lot depending on one’s
upbringing and perception of things.
Irene had come to Kenya from the
United States to visit her relatives and
was enjoying a beautiful sunny day when
a big wild beetle, came buzzing randomly
around her. People near her could not
comprehend how a beetle could cause
such mayhem. But she was genuinely

terrified. So they kept her company until
the beetle flew away.
Some people fear dogs, others fear
flying while some fear thunder and
lightning, others fear the dark. Fear of
heights is one of the most common
phobias followed by public speaking.
There are also those who fear the dentist’s
chair, while some fear other people. They
are afraid of socializing except with family
members or people who are very close
to them. Some people dread crawling
animals while others have a real phobia of
snakes.
During the early beginnings of life, says
effective mind control, nature developed
the amygdalae as special purpose organs
in the brain to remember and respond to
danger signals. They become sensitive to
sensory signals, which accompanied past
painful events… These could actually be
what help us to detect danger signs and
avoid them.
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Look around you and explore all the
possibilities you have been overlooking, this
can work well if you drop anxiety from your
thinking. To be able to release the negative
feelings that come with fear, ensure you are
physically and spiritually fulfilled.

Understand what makes you
fear and get rid of it

Your culture and nature can determine
what you perceive as fearful. If you have
experienced so much fear in your life, you
are likely to hold on to fear even when
there is no real threat. Always try to let
it go, because it can erase all the good
things you can think about and replace
them with negative thoughts, making you
inactive. Remember that fear is a negative
situation that has over the years blocked
people from seeing the bright side of
life. Look around you and explore all the
possibilities you have been overlooking,
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this can work well if you drop anxiety
from your thinking. To be able to release
the negative feelings that come with fear,
ensure you are physically and spiritually
fulfilled.
As you develop new possibilities and
opportunities you will realize that you
are more peaceful, balanced, focused and
articulate. You will no longer be guided by
fear but by positive thoughts. You will be
able to interact better and to work on your
talents. Train yourself by being flexible
and opening your mind to enjoy its
elasticity and the unlimited prospects it
possesses. If you are terrified of something

naturally, you may need other people to
help you understand what causes your
fears and how to manage it and release it.
Stay away from fear peddlers who
believe they must manipulate you, to
keep you fearful and to obey them like
cults do. Look for a strong community
and be part of it, avoid bad company,
bullies, as well as abusive and negative
people. If it is a situation you do not like,
but feel you cannot get out of, seek help
from organizations and people you trust.
You will solve a lot of pressing problems
that way. Remember that fear limits you,
it does not allow you to release your

INSPIRATION

to be assertive and to stand up to a bully.
One night, her otherwise loving husband
came back feeling merry, staggered to
bed and hit her in anger because she had
not come down to welcome him home as
she always did. She got up and furiously
proclaimed that if he hit her again, he
would pay dearly for it; the man stared
at her in disbelief. He knew his wife
was submissive and that she loved him,
he also knew she constantly put up with
his beating. But he did not know how
to deal with this changed woman. That,
however, was the last time he ever hit her.
Janet had gathered through the classes
she attended, that what had been holding
her back all along, from dealing decisively
with bullies like her husband, siblings,
friends and, colleagues, was fear. But she
was finally conquering it. This was one of
the most empowering discoveries of her
life.

How to be Fearless

potential. It cages you making you think
that those awful thoughts you sometimes
get, can actually turn out to be true. If you
get rid of panic, you will be amazed at
how much you can accomplish and how
much you lost while under its grip.
An author of a self-help book explained
how she assisted a ‘helpless’ woman, we
will call Janet to deal with her violent
husband. She was accustomed to his
physical and verbal abuse most nights
when he came home drunk. Janet was
advised to seek professional help, where
they were taught among other things, how

It is important to understand your
fear and confront it. If you fear lifts for
example, it will help to read more about
how they function. Washington Post says
in an article titled; Elevator plunges are
rare because brakes and cables provide
fail-safe protections, that (excerpts)
Elevators have a safety brake that is
attached to the underside of the car…
Here’s how the safety brake works. If the
electronics detect that the car is speeding
downward, it jams a metal brake from
underneath the car into a channel in the
guide rails, the metal rods along which the
elevator travels. Friction builds between
the wedge and the rail, which brings
the car to a stop at a comfortable rate…
another article explains that usually there
is enough air to keep you from choking
when the lift malfunctions.
Without fear, it becomes amazing
what one can accomplish. What is within
fear then, that it limits a person so? Fear
can get locked in by a judgement that a
negative potential is about to become
real. Regardless of where you are in
your life, you can act your way out of a
fearful situation and advance. Some
people say you should be reliable, afraid
and susceptible. Discover how to get up
when you fall and challenge business as
usual; you can do things differently. feel
with others, connect with them, let your
voice be heard, take a stand, keep learning,
keep going, be cheerful and hopeful, do
what you fear to do, do not hold back. Act,

believe in yourself, and be hopeful that
the best is yet to come.
Do not be judgmental as this closes
doors that if opened could enrich your
life. Erroneous Judgement is like a
closed door, a closed potential that locks
you in and does not allow you to explore
your world. You can be bold but not
irresponsible. Look around you and get to
know what happens in your surroundings
by creating awareness and letting it work
to your advantage. Assess every situation
you are in, every decision you make and
be alert. By being positive and proactive,
you block the negative things that can
stop your advancement and you become
what you were meant to be. Manage
yourself by relaxing and being at peace
with yourself, forgiving those who wrong
you rather than hating them, avoiding
stressful situations, coping with your
anger and never despairing. You should
also be audacious and learn to deal and
work with difficult people and how to
cope in troublesome situations. Find out
what holds you back, your deepest fears
and regrets, and challenge them. Above
all, use fear as a tool to defend yourself.

Does fear have a positive
side?

Fear is a strong force in our lives. It makes
us alive to our surroundings, it is not a
good feeling, but it is essential for our
existence. We occasionally try to run away
from things that alarm us or try to suppress
them. We are frightened of the unknown,
and terrified of divorce, separation,
examinations, death, insecurity, loneliness,
HIV, cancer and much more. We are also
scared of poverty, old age, abandonment
and neglect. But we will experience
them in one way or another whether we
like it or not; they cannot go away. By
being afraid of them, we are allowing
fear to enslave and paralyze us. In some
ways, fear protects us because it makes us
careful. (Find out more about the other
side of fear in the book - the gift of fear reviewed in this edition).
Fear is not all bad. Just in case what
frightens you is keeping you out of
trouble, it may not be a bad type after all.
What you must do, is rid yourself of the
negative fear. If you are afraid, keep away
from, those people, those situations, and
those places that are unsettling you, then
live a life that is creative and positive.
cananews@gmail.com
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WHY WE MUST
PRESERVE OUR
WATERFALLS
The ocean is everything I want to be.
Beautiful, mysterious, wild and free

F

By Angela Mutiso

or hundreds of years, water
has been used for mental and
physical treatments and a
number of people are known to
have used it for meditation. This
is the kind of life nature lovers want to
uphold.
However, with every new high school
graduating class, we’re that much further
away from what our forebears knew —
that a connection to nature may be far
more crucial for our physical, spiritual
and emotional survival than we realize says Dr. Mercola (in the healing power
of nature). He observes that for combat
veterans who may or may not exhibit
visible injuries, the power of nature is a
more restorative therapy by far than drugs
and, in some cases, more effective than
counseling.
No wonder older folks relish spending
time outdoors when they visit their
relatives in urban centers. They do this
so they can connect with nature; which
is what they are familiar with. However,
something else is gripping us and slowly
moving us away from our natural world,
and that is technology. It has obviously
enhanced the way we communicate,
interact and relax, but it is regrettable
that at the same degree that efficiency has
been gained, something has been lost. Dr.
Mercola says the bigger problem is that
so few people realize what it (technology)
is replacing). But if you’ve never had
something, it’s hard to know what you’re
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missing.
Due to the obvious benefits of
connecting with nature, environmental
sustainability has continuously been a
hot topic and water conservation has
been top on the list, chiefly because it is
regarded as the world’s greatest resource.
Water provides hydroelectricity, enables
irrigation and provides plants life.
Furthermore, feeling the anesthetic and
magical presence of water, is and has
always been a great fascination. Water, has
several benefits to man, and the ecosystem.
Besides, our bodies are seventy percent
water. The body loses water by breathing,
sweating, and in several other ways, which
is why you must keep taking liquids and
eating foods with water. We need water in
all our cells, organs, and tissues to help the
body regulate its temperature and sustain
other biological jobs. In addition, we are
permanently charmed by the sound of
water, especially waterfalls because they
boost our moods and have varying and
appealing qualities. The hinduwebsite
notes that “waterfalls denote the flow of
life, energy, consciousness, and breathe
from one plane to another or one part of
the body to another.” The constant motion
of water calms us, and makes us active,
cheerful and peaceful. Moreover, this
precious liquid contains vital elements that
keep our bodies healthy, and also contains
negative ions, which are released into
the air when water tumbles or cascades
from a waterfall. Indoor and outdoor

ENVIRONMENT
Chania Falls, the
Aberdares, Kenya

waterfalls can reduce distracting and
unpleasant noise from the surrounding
environment. This is especially useful for
hectic offices or areas of high traffic. The
sound of moving water promotes a sense
of tranquility, covering the unfavorable
effects of noise pollution.

Waterfalls are fascinating

Waterfalls give a sense of focus to a place.
When you look at a natural waterfall,
you feel rejuvenated and know that
there is life in that water. According to
Wikipedia, a waterfall is a place where
water flows over a vertical drop or a series
of steep drops in the course of a stream
or river. Waterfalls also occur where
meltwater drops over the edge of a tabular
iceberg or ice shelf. Wiki further notes
that waterfalls are commonly formed
in the upper course of a river in steep
mountains. Because of their landscape
position, many waterfalls occur over
bedrock fed by little contributing area, so
may be ephemeral and flow only during
rainstorms or significant snowmelt. The
further downstream, the more perennial
a waterfall can be. Waterfalls can have a
wide range of widths and depths, and this
diversity is part of what makes them such
a charismatic and interesting natural
phenomenon. Victoria Falls is believed
to be the largest waterfall in the world,
although it is neither the highest nor the
widest. It has a width of 1.7 kilometers (1
miles) and height of 108 meters (360 ft),
approximately twice the height of North
America’s Niagara Falls. (Victoria Falls
is in Southern Africa on the Zambezi
River at the border between Zambia and
Zimbabwe). It is known as “smoke that
thunders” and was declared one of the
Seven Wonders of the World. But even
as we marvel at the beauty and usefulness
of waterfalls, we must not forget the role
of ponds to our environment. Ponds are
some of the most important ecosystems
on the planet. In them you can find most
organisms in the environment, including
birds, fish, frogs and plants.

Why do people love waterfalling?

Water falling is a name coined for visiting
waterfalls. People love water-falling for
diverse reasons. It relieves stress, reduces
blood pressure, generates a completeness
which nothing else can, and makes people
realize just how much connected we are
to the earth and to nature. The presence

of waterfalls in an area, is determined
largely by a mixture of climate and
geology. They are generally found in
several places like mountains, rain forests,
valleys, desert gorges, and even coastal
cliffs. This kind of environment is present
in numerous places around the world for
you to experience. No two waterfalls are
the same.

Why destruction of rivers
must stop

When you see a reduced flow, you can tell
that something, (most likely humans) are
interfering with it. This intrusion makes
it difficult for other species to thrive in
areas that water passes through. In some
cases, the destroyers divert water or do
away with its path altogether. Whereas
in certain cases, trees are felled. Could
this be what is happening to Kenya’s
famed Masai Mara? An area with rolling
hills and rivers. Human meddling in
the breathtaking Masai Mara is a great
concern to environmentalists today.
Recent reports in the media warn that
unless wanton destruction of trees in
the Mara is tamed forthwith, we may
lose Masai Mara as we know it. Masai
Mara National Reserve is an area of
well-maintained savannah wilderness
in southwestern Kenya, along the
Tanzanian border. Contained therein
are several animals. Notably, zebras,
cheetahs, elephants, hippos, antelopes
and lions among others. Wildebeest
cross its grasslands during their yearly
migration… it is a beautiful sight to watch
as the animals cross the running water
and attractive terrain. But if we continue
losing the trees there, water could stop
flowing and the migration might stop.
The Mara is regularly visited by many
tourists and locals, the busiest time is
during the famed annual migration.
The Mara and Talek Rivers cross it as
well, and the Masaai live around it. It
has (justifiably) been referred to as the
world’s eighth wonder.

Types of Waterfalls

Waterfalls can be divided into ten
expansive classes based on the standard
volume of water available on the fall
(which depends on both the waterfall’s
average flow and its height) using a
logarithmic scale.
National geographic tells us about the
different types of waterfalls. (See excerpts
below) One of the most popular, if least
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scientific, ways to classify waterfalls is by
type… Most waterfalls fit more than one
group. Remember, a waterfall’s type is
basically the way the water descends…
• A block waterfall descends from a
wide stream
• A cascade is a waterfall that descends
over a series of rock steps
• A chute is a waterfall in which the
stream passage is very narrow, forcing
water through at unusually 		
high pressure
• Fan waterfalls are named for their
shape. Water spreads out horizontally
as it descends.
• Frozen waterfalls are just what they
sound like. For at least part of the year,
the waterfall freezes.
• Horsetail waterfalls maintain contact
with the hard rock that underlies them
• Multi-step waterfalls are a series of
connected waterfalls, each with their
own plunge pool.
• Plunge waterfalls, unlike horsetail
falls, lose contact with the hard rock.
• Punchbowl waterfalls are characterized
by wide pools at their base.
• The water flowing over segmented
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waterfalls separate as distinct streams.
Source: National Geographic
Niagara and many other falls with
large volumes of water are used to produce
hydroelectric power. A great volume of
water flows over Niagara Falls, as much
as 5,525 cubic meters (195,000 cubic feet)
per second. Power stations upstream from
the falls change hydroelectric energy into
electricity for domestic and commercial
use.

Where waterfalls are found
in Kenya

1. Thomson’s falls; Situated in Nyahururu,
Thomson’s is one of the tallest,
standing at 74m
2. Karuru Falls; Situated in Aberdare
National Park, Karuru Falls is the
tallest waterfall in the country.
3. Chania Falls Aberdares - in the
Aberdares
4. Fourteen Falls; Fourteen Falls waterfall
near Thika town (and Donyo Sabuk) is
spectacular 27 meters deep scenery.
5. Broderick Falls; Located in Webuye,
Bungoma County.
6. Sheldrick Falls, Located in Shimba

Hills National Park
7. Thika Falls and Chania Falls (Thika)
Both located in Thika; they can be
seen from Blue Post Hotel.
Source: OMGvoice.com
A healthy river scheme normally has a
lot of plants and trees growing as a result
of the water present. You can tell a place
is healthy when there is a waterfall. It
certainly tames erosion from the banks
as water goes back to the ocean. This is
a good thing for the ocean whose acidity
must be stemmed at all costs.
The sight of water flowing gently, or
the presence of the ocean, gives us serenity
and boundless energy. It makes the brain
contented and creative and enables us to
be in touch with natural surroundings. It
is good for our mental health because it is
innately connected to nature.
There is just something magical about
a waterfall. Is it the scent of good moist
earth? The constant bursts as it rolls? The
misty gushes? Or the rejuvenation you
feel. Surely this is something we should
all strive to preserve - don’t you think?
cananews@gmail.com

ENVIRONMENT

We are permanently
charmed by the sound of
water, especially waterfalls
because they boost our
moods and have varying and
appealing qualities. People
love water-falling for diverse
reasons. It relieves stress,
reduces blood pressure,
generates a completeness
which nothing else can, and
makes people realize just
how much connected we are
to the earth and to nature.
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KIDNEY FAILURE
The Silent Killer
Compiled by Angela Mutiso

One man’s determination to create awareness
n my car I sat; devastated.
Nothing comes close to
that feeling: I felt small
in a big world. For the
first time, I felt like this
big world doesn’t stop
for anyone. When we die, a few shall
stop for a while but eventually, everyone
must move on. It’s such a low, no tears
come to your eyes. You just look and know
that life can be cruel. I persevered in this
terrifying state of splitting headaches
and nosebleeds (from the high blood
pressure). Lack of appetite, sleepless
nights, and fatigue for another week.”
This statement is derived from the memoirs
of Joab Wako, a kidney transplant patient

What is Kidney failure?

Kidney failure, is known to be the last
phase of chronic kidney disease. When
your kidneys fail, it is an indication that
they have stopped working well enough
for you to go on living without dialysis
or a kidney transplant. Chronic Kidney
Disease (CKD) has been referred to as a
silent killer.
Something unsettling about this
condition, is that you might have it and
not know you are suffering from it, until it
is too late. Another is that it is frequently
misdiagnosed. This is what happened
to 28 year old Joab Wako, an Industrial
Engineer and founder of Transplant
Education Kenya. An organization
he founded in November 2017 to
among other things, raise awareness
on the benefits of organ donation and
transplantation. He was 24 at the time.
He believes that through accurate
information, capacity building, and
construction of the necessary logistical
network, they will enable altruistic
donation to become a reality in Kenya.
He regrets that there are many challenges
for kidney patients. Including, long
wait time, lack of standardization in the
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quality of transplantation services offered,
and misinformation both for the recipient
and donor. Some prospective donors
worry that they are well before donating
an organ and then become patients
thereafter, or that their remaining kidney
may not function well after the operation.
Joab is writing his memoirs and hopes
to avail them free on his blog (www.
joabstransplant.org) to help kidney
patients’ access relevant information.

How can you tell your
kidneys are failing?

In 2014, Joab was away working in
the United States, hoping he’d soon
commence his Master’s Degree course,
when he started feeling unwell. He
decided to visit a nurse practitioner in the
small city he was living in. That is where
he was misdiagnosed. Without blood
tests, he was informed that he had ulcers
and given antacids. Curiously, he felt
worse, not better.
Joab says the most common
misdiagnosis is usually gastrointestinal
disorders, like ulcers. You could also,
(believe it or not) be told you have typhoid,
because you tend to feel nauseated. Which
is how he was feeling. Further, he had
nosebleeds at night and the medication
he was taking was obviously not helping.
Joab decided to go to a bigger hospital
in Birmingham where tests revealed that
he had Chronic Kidney Disease and was
swiftly put on dialysis. He had to get an
AV fistula which he says allows you to do
dialysis better than a catheter. He at that
time, suddenly needed dialysis 3 times a
week.
Luckily, Joab had graduated in
May 2014. He was diagnosed in April
2015, which is when he started feeling
uncomfortable… that was the beginning
of his long journey with a kidney ailment
that had been slowly progressing and had
reached the chronic stage. Until then, he

did not know he had it. He continued
working while on dialysis until August
2016 when he decided to come back to
Kenya and look for a transplant. He notes
that dialysis makes you feel tired and
there is a lot of limitation on diet. As luck
would have it, his sister decided to donate
a kidney to him. Together they went to
India along with their mother Alice. They
were in India for about three months.
“I feel much better now; a transplant is
the best treatment for end stage kidney
disease…it is not a cure though, you
still have the disease,” he says pensively;
“You will always be on medication”. This
vivacious lad feels indebted to his sister
because of her timely donation and his
mum, for being by his side throughout this
difficult process. He is full of praise for all
the friends he continues to make and to
interact with, as they bear this affliction
together and join hands to get people
to understand how to cope with kidney
ailments. What’s amazing about him is
that he does not allow this condition to
slow him down; he is essentially a great
asset to his acquaintances.
It is nonetheless, a complex case.
Joab states from his research that the
kidney is the most transplanted organ in
the world. Therefore, it can be reasoned
that a successful kidney transplantation
program in Kenya would radically
improve other types of transplantation.
Studies show that kidney disease affects
4 million Kenyans, with a majority of
patients unaware that they have kidney
disease. Of these, there are around 3,000
kidney patients who depend on dialysis to
survive. (How do the rest manage their
ailments? He wonders). Kidney disease
has 5 stages, with symptoms in stages 1-4
easily going unnoticed. At stage 5, the
patient needs dialysis, it is at this stage
that many patients find out they have
kidney disease; and for most, it is too late.
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How it slows you down

Joab discloses; “I was 25 years old at the
time, in 2015, and I found out that I was
in stage 5 of Chronic Kidney Disease
(CKD). It was heartbreaking to find
out there are ways to slow down the
progression of kidney disease. That is when
I decided to do something about raising
awareness on kidney disease. I am an
Industrial Engineer, and Chronic Kidney
Disease negatively impacted my ability to
work because I was exhausted, and most
times too demotivated to contribute like I
used to. This caused many issues at work,
and I was eventually demoted. I felt that
people didn’t understand what it is like to
have Chronic Kidney Disease; because I
don’t look sick, doesn’t mean I don’t feel
sick. I had to quit my job in search of a
transplant because a kidney transplant
in the United States costs too much.
I came back to Kenya where I was
advised to go to India. At that time,
I did not know anyone who had
done their transplant here in Kenya.
Now I know, and understand the
transplantation scene here relatively
well. I started Transplant Education
Kenya, to give people the knowledge
I know now, thus enabling patients
to make better decisions in terms
of the hospitals they choose to do
their transplant.”

o

Joab Wak

How can you tell that
your kidneys are
beginning to fail?

American Kidney Fund points
out that you can experience,
itching, muscle cramps, nausea
and vomiting, not feeling
hungry, swelling in your feet and
ankles, too much urine (pee)
or not enough urine, trouble
catching your breath and
trouble sleeping. It says, if your
kidneys stop working suddenly
(acute kidney failure), you
may notice one or more of the
following symptoms: Abdominal
(belly) pain, back pain, diarrhea,
and fever, nosebleeds, rash and
vomiting.
An expensive affair
Joab
says
treating
this
ailment is an expensive exercise.
He puts it into context; “we take
immunosuppressants for the life of
the organ. The main problem here in
Kenya is that immunosuppressants are
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costly, so people have to have harambees
(raise funds). We hope the government
will subsidize it so when you have a
transplant you aren’t worrying about
drugs.” He explains that immediately after
a transplant, your body naturally tries to
fight the organ, so you need to take a lot
of medication with the length of time
post-transplant determining how much
you have to take. However, as time goes
by, your doctor may advice you to lower
your medication, which means you may
spend somewhat less. But it’s still pricey.
It costs between Ksh 20,000 to 30,000
a month if you are stable. If you are not
stable, it could cost much, much more. As
long as the organ is working, you need
medication. He says they are trying to
talk to the National Hospital Insurance
Fund (NHIF) and hope kidney patients
will be able to get drugs from them in the
not so distant future; bearing in mind the
severity of the condition.
Despite this drawback, this engineer,
is hard at work. Other objectives of
Transplant Education Kenya is to initiate
public education programs to promote
awareness. The truth is that there is very
little public awareness on organ donation
in Kenya. After the experience he had,
Joab is determined to make life more
bearable for those suffering from kidney
ailments. He found out that after the
annual World Kidney Day in March,
very few organizations continue talking
about kidney health and donation. As a
result, Transplant Education Kenya plans
to regularly conduct public awareness
programs for the general public to
become more informed on both. They are
doing this by talking about the process of
transplantation, deceased organ donation,
and the concept of brain death; therefore,
sensitizing the public on organ donation
and eliminating the stigma associated with
it. They also have monthly renal walks to
promote healthy living and lifestyles, and
are keeping the kidney conversation going
all year round. People can join the renal
walks done every second Saturday of the
month, from 8-10 am at Karura forest;
they can also volunteer their services in
several ways. T-shirts, which supporters
can buy and wear to raise awareness to
their cause, will soon be available.
Currently transplant recipients pay
out of pocket for immunosuppressants.
Insurance companies and the national
insurance fund (NHIF) do not cover
immunosuppressants, thus they have
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Joab regrets that
there are many
challenges for
kidney patients.
Including, long
wait time, lack of
standardization
in the quality of
transplantation
services
offered, and
misinformation
both for the
recipient and
donor. Some
prospective
donors worry
that they are
well before
donating an
organ and then
become patients
thereafter,
or that their
remaining kidney
may not function
well after the
operation.

become a barrier to organ failure patients
getting transplants. It is their hope that
immunosuppressants will soon be covered
by the government, or that they can
work with associations, pharmacies and
immunosuppressant vendors to increase
availability and reduce the price so that
organ transplantation becomes a viable
option for all Kenyans in need of one.
They also intend to network with hospitals
to improve transplantation standards.
This liaison with major transplantation
hospitals countrywide will enable the
development of Standard Operating
Procedures and guidelines. This will then
standardize
transplantation programs
within a given transplant hospital,
including training transplant coordinators
to counsel families of the organ failure
patients adequately, and educating
them on the benefits of live donation.
“Furthermore, in the future we hope
to develop an online national waiting
list that is fair, accurate and regularly
updated.” He adds.

What is Joab’s advice for
kidney patients, based on his
experience and knowledge?

Industrial engineers according to truity.
com focus on how to get the work done
most efficiently, balancing many factors—
such as time, number of workers needed,
available technology, actions workers need
to take, achieving the end product with
no errors, workers’ safety, environmental
concerns, and cost.
It seems that since he is one of them,
Joab has used this great approach to
advance his cause. He gives the following
advice: Take one day at a time; learn the
ins and outs of Chronic Kidney Disease
(CKD), make sure you do a full body
check-up annually, and a kidney function
test is within the tests prescribed. Even if
you do not suffer from CKD, understand
what the tests entail; check creatinine,
urea, and electrolytes, if you have Chronic
Kidney Disease, find a good Doctor; one
you get on well with, since this is a life
long journey; he should be ready to walk
with you through some tough times.
Know what to eat, and the quantities,
weak kidneys cannot remove much
phosphorus from your blood, so reduce
your phosphorous intake, finally, avoid
processed foods and reduce your salt
intake.
cananews@gmail.com
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Health tips
Practices that may damage your kidneys:
• Overusing pain killers
• Over the counter pain medicines (like nonsteroidal
anti-inflammatory drugs) may alleviate your aches and
pains but can harm your kidneys especially if you already
have kidney disease
• Diets high in sodium can increase blood pressure
and in turn harm your kidneys. Avoid phosphorus. 		
Use herbs
• Drink water to stay rehydrated, it helps clear
sodium and other toxins from your kidneys
• Sleep well, your kidney function is regulated by sleep
• Don’t eat too much meat, as animal  protein generates
high amounts of acid which isn’t good for your kidneys
• Avoid foods that have too much sugar like white bread,
some cereals
• Heavy drinking can double the risk of CKD
heavy smoking makes it worse
• Sitting for long can accelerate kidney
disease source (CEMIC)
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A lot has been going on in the business scene in Africa lately. The following stories have been
suggested by Africa.com for you to follow… also we remember some leaders… Take a look…

Recent Trends in the East
African Banking Industry
African bankers say “a population growth rate of 3% compared to other developed
countries below the 1% mark, coupled with increasing financial inclusion and more
uptake of financial services products, makes the East African region an appealing
proposition for long term investors looking to take advantage of the attractive
valuations.” With the entrance of new global and regional players – the likes of
JP Morgan who want to establish a representative office covering East Africa in
Nairobi and the replacement of Barclays by ABSA in Kenya and Tanzania gives
more competition from local banks, empowered by mobile money solutions,
agency banking, and digital banking – the ‘traditional’ local banks will pose new
competition to established international brands in the region.
SOURCES: African Business Magazine

The CAR Spends more
on Weapons than on
anything Else
The country has the lowest per capita
income — less than $2 a day — in the world.
Two-thirds of the country’s population lives
in poverty, according to its government.
But the landlocked nation has emerged
an unlikely leader in an arena usually
dominated by emerging or established
powers, and relatively wealthier nations:
military imports.
SOURCES: Ozy

The Latest on Africa’s
Largest Dam

Top STEM Jobs in South Africa
Jobs site Adzuna has analysed over 140,000 online job posts and revealed
the degrees in Science, Technology, Engineering and Math (STEM) that
are bound to bring in the most cash after graduation. Engineering graduates
now earn more than any other STEM grads, the report found.
SOURCES: BusinessTech

46

NOVEMBER - DECEMBER 2018

Ethiopia has ousted state-run Metals and
Engineering Corporation (METEC) from a
$4 billion dam project on the River Nile due
to numerous delays in completing the project.
It’s tipped to be the largest hydroelectric
power plant in Africa upon its completion,
but the multi-billion dollar project has been
dogged by disputes and delays. Egypt and
Sudan also rely on the river Nile. Although
Ethiopian leaders deny the dam will cause
water shortages, farmers in Egypt fear they
will have less water to irrigate their fields.
SOURCES: Al Jazeera

TID BITS

EU Wants a Different
Relationship with
Africa
The European Commission President JeanClaude Juncker has proposed a new alliance
with Africa to deepen economic relations
and boost investment and jobs. The proposal
could help create up to 10 million jobs in
Africa in the next five years alone, Mr
Juncker said. The vision involves what he
calls a “continent-to-continent” free-trade
agreement. The EU plan comes after China
announced $60 billion in financing for
Africa last week through grants, interestfree and concessional loans, credit lines, and
the purchase of African imports.
SOURCES: BBC, Devex

The Sahara Desert’s
Earning Potential
What if the Sahara desert was turned into a
giant solar and wind farm, for instance? The
scientists behind the research have looked at
the maximum amount of solar and wind energy
that could be generated in the Sahara desert
and the transition region to its south, the Sahel.
SOURCES: Al Jazeera

In other news...

The Duke and Duchess of
Sussex are expecting their
first child in Spring of 2019
“Their Royal Highnesses The Duke and Duchess of
Sussex are very pleased to announce that The Duchess
of Sussex is expecting a baby in the Spring of 2019.” Tweet from Kensington Palace, on October 15 2018.
SOURCES: townandcountrymag

Transitions

Kofi Annan former UN Secretary General who won
the Nobel Peace Prize for his humanitarian work
died on August 18, 2018 at 80. Mr. Annan helped
to bring peace to Kenya during the post-election
violence in 2007. He was the first black African to
become UN secretary-general and served two terms
from 1997 to 2006.

US
senator
John McCain, a
celebrated
war
hero known for
reaching across
the aisle in an
increasingly
divided America,
passed away on
26th
August
2018. He died
after losing a
battle to brain
cancer. He was
81.

Aretha Franklin died at her home
on August 16, 2018, aged 76. The
cause of her death was reported to
be advanced pancreatic cancer of
the neuroendocrine type. She was
an American singer, songwriter, civil
rights activist, actress and pianist.
NOVEMBER - DECEMBER 2018

47

BOOK REVIEW

Reviewed by Angela Mutiso, cananews@gmail.com

Title: The Gift of Fear
Author: Gavin De Becker
Category: Self Help
Publisher: Dell Publishing a
division of Random House, Inc.

T

he book tells us that true fear
is a gift. Unwarranted fear
is a curse. Learn how to tell
the difference. Ann Wolpert
Burgess, professor of nursing,
university of Pennsylvania, captures the
book well. She says it is “superb and
compelling, bringing into focus the
complexity of human response to real or
perceived danger. De Becker redefines the
parameters of fear and challenges the basis
of a fear response. This book is for everyone
who has ever feared.” Newsweek says this
is “a self-help book for the nation’s number
1 phobia… the gift of fear takes direct aim
at the contradiction between the official
statistics showing crime is down and our
gut sense that we are still vulnerable to
attack.” In this book, Gavin De Becker
author of protecting the gift, and fear less,
provides you with survival tools that can
enable you to spot danger from a distance
and survive it. It is a book that has been
hailed by outstanding writers and people
who deal with fear and those affected by it.
The contents of this book, written by
a man Oprah Winfrey refers to as the
nation’s leading expert on violent behavior,
include: In the presence of danger, the
technology of intuition, the academy of
prediction, survival signals, imperfect
strangers, high-stakes predictions and
promises to kill (Understanding threats).
Others are; persistence… persistence,
(dealing with people who refuse to let
go) occupational hazards, (violence at the
work place) intimate enemies, (domestic
violence) “I was trying to let him down
easy” (date stalking). Then there is fear
of children, (violent children) better to
be wanted by the police than not to be
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wanted at all, (attacks against public
figures) extreme hazards, and the gift of
fear.
The author gives several examples that
indicate how fear helped people overcome
very challenging situations. Your intuition
should always guide you…obey it. He
describes intuition in one of his lectures,
as knowing something without knowing
why… and coming to a conclusion
without knowing how you arrived at it.
Talking about stalking, De Becker says
that he has successfully lobbied and
testified for stalking laws in several states,
but would trade them all for a high school
class that would teach young men how
to hear “no”, and to teach young women
that it is alright to explicitly reject. The
curriculum would also include strategies
for getting away. He advises that if a
woman has said no explicitly, she should
avoid any further communication with
such a person, because that would be an
encouragement to go on communicating.
He points out that spousal abuse, is
(surprise, surprise) mostly done by those
who are frequently referred to as sweet,
gentle, loving, etc. People are all these
things during the selection process, but
you must look out for the warning signs.
Sadly victims will not want to detect
them even when they are glaring, mainly
because the process of falling in love is
in large measure the process of choosing
not to see faults, and that requires some
denial. There is a humanness even in
murderers, but most are bad, and at times
you may not notice the rapist who cons
his way into your house, the child abuser
who applies for a job as a baby-sitter or
the killer in the crowd. A reader who has

Gavin De Becker

worked in the law enforcement department
and has reviewed this book had this to
say ...Gavin de Becker’s loud message to
women, Trust your gut, Don’t suppress your
intuition, Don’t worry about hurting some
stranger’s feelings is a powerful one… As
research has shown, what we call women’s
intuition, is in reality, the fact that women,
on average, are far better at picking up
nonverbal cues than men.
As you read this remarkable book,
you will be guided by the author about
certain understated signs you must look
out for. He explains how a woman who
was eventually raped by someone who
picked up her shopping that fell on the
staircase, ignored certain danger signs…
in the survival signals chapter; he points
out where she went wrong… they include
forced teaming…the person kept using the
‘we’ word, as if they were already in this
together…charm and niceness was the
other, and too many details. When people
are lying, most keep talking...then there is
typecasting, when a man labels a woman in
some slightly critical way, hoping she will
try to correct that situation and prove him
wrong. Another is loan sharking, where
someone wants to help you in order to
place you in his debt, so you find it hard
to ask such a person to leave you alone
because they have done you some favor.
Then there is the unsolicited promise…
where the possible attacker says I shall just
do this and go, so you let the person in. A
victim should remember that actions are
always more eloquent than words.
When you complete this useful book,
you get the feeling that you are better
placed to spot the danger signs you would
have missed before. It is a life saver.

MEMORABLE QUOTES

This was the result of a DNA test
report showing that Migori Governor
“The sea is calm and the rescue
operation is going on smoothly.
The only difficulty we face is that
the bodies are piled up with cargo
inside the capsized vessel. We have
to sort out the cargo to remove the
bodies. The good thing is that the
bodies are clearly visible.”
Tanzania’s Minister for Transport,
Communication and Works Isaak
Kamwelwe. He was updating
reporters on the state of the ferry
accident that took place in Lake
Victoria in Tanzania. MV Nyerere
capsized on 21st September 2018,
killing over 200 people. President
John Magufuli said it was “a great
disaster for our nation” and declared
four days of national mourning.
The ferry is believed to have been
overloaded, but investigations
continue.
“I could have paid to save her life if
it was a possibility… What we are
requesting for is to know her killers
and why.”
Reverend Paul Ngarama of
Rebuilding Apostolic Faith Mission
Church. He spoke as he mourned
his 29 year old daughter, Monica
Kimani who was brutally murdered
in her apartment in Nairobi shortly
after arriving from Sudan where she
ran a family business.

Source: The Standard
“There are 99.99+ % more chances
that Zacharia Okoth Obado is the
biological father of the donor of the
DNA generated from the foetus that
is Sharon Belyne Otieno’s Child.”

Okoth Obado was the biological
father of the unborn baby of a 26
year old Rongo University student
Sharon Otieno. Sharon was viciously

for industrial purposes), including the
registration of growers, producers,
manufacturers and users, with special
focus on protecting children from illicit
use.”

murdered along with the foetus.

This is a report explaining that Kibra

“Well done on reducing one of

legalization of bhang.

the greatest sportswomen alive to
racist and sexist tropes and turning
a second great sportswoman into a

MP Ken Okoth is calling for the

Source: Daily Nation
“I won’t support this nonsense in the

faceless prop.”

Republican Party…I just decided

Author JK Rowling, upset about

struck by the genuineness of the man

Mark Knight’s caricature, which
showed a butch and fat-lipped
(Serena) Williams jumping up and
down on her broken racquet, having
spat out a dummy. Knight drew the
cartoon after Williams protested at

I’m no longer a Republican…I was
(former US President Barack Obama);
his candor, humility and empathy for
others.”
Leslie Wexner, the CEO of retail
conglomerate L Brands, which owns

the way she had been treated.

Victoria’s Secret and Bath & Body

You definitely can’t go back in

summit in Columbus. He expressed

time… I can’t sit here and say I
wouldn’t say he’s a thief because I
thought he took a game from me.
But I’ve seen other men call other
umpires several things and I’m here
fighting for women’s rights and for
women’s equality and for all kinds
of stuff. For me to say ‘thief’ and
for him to take a game, it made me
feel like it was a sexist remark. He’s
never taken a game from a man

Works. He spoke at a leadership
his own feelings about the Republican
Party. Wexner is reported to have said
he’s been telling lawmakers that he is
now an independent.
Source: The Columbus Dispatch
“So we are mourning an important
man with a cherished legacy and
wealth of knowledge in science and
geography.”

because they said ‘thief.’”

Professor Barrack Owuor of Rongo

Serena Williams said this, while

eulogizing the late Professor Ouma

responding to a question about what
she would have changed about the
match.

University, joining other leaders in
Muga, famed as the professor of
scientific explanation on the effects
of global warming. A scientific term

Source: The daily caller

he is said to have introduced when

“In the draft Bill, the legislator is

depletion of the ozone layer as a result

seeking to have a regulation for
the growth and safe use of bhang
and hemp (a variety of bhang used

he explained the long term effect of
of climate change. He died on 6th
September, 2018.

Source: The standard
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ICPAK Past Chairmen
Life begins at 40! As ICPAK marks its
40th anniversary, we take a look back
on the efforts laid by its founding
leaders who worked with dedication
to make the Institute what it is
today. As we celebrate, we highlight
some of the major milestones that
the Institute has achieved since its
inception in 1978.

FCPA Stanley
Kunga Mbugua
(1978-1981)

FCPA Ameerally R.
Kassim-Lakha
(1981-1982)

The Late FCPA
Joseph M. Githongo
(1982-1984)

The Late FCPA Mathias
Benedict Keah
(1984-1985)

FCPA Daniel Ndonye
(1985-1986)

FCPA Joe
Kamau Muchekehu
(1986-1987)

FCPA Ndung’u Gathinji
(1987-1989)

FCPA James N. Muguiyi
(1989-1991)

FCPA Charles D.K
Arap Kirui
(1991-1993)

FCPA Samuel
Oketch Onyango
(1993-1995)

FCPA Nguru
Muregi Wachira
(1995-1997)

FCPA Martin Luke
Oduor-Otieno
(1997-1999)

FCPA Amos M. Kimunya
(1999-2001)

FCPA Michael
Waweru CBS
(2001-2003)

FCPA Rose Ogega
(2003-2005)

FCPA Joseph Wangai Wamai
(2005-2007)

FCPA Stephen Lugalia
(2007-2009)

FCPA Michael Itote
(2009-2011)

FCPA Patrick Mtange
(2011-2013)

CPA Benson Okundi
(2013-2015)

FCPA Fernandes Barasa, HSC
(2015-2017)

FCPA Julius Mwatu
Current Chairman
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THE INSTITUTE OF CERTIFIED
PUBLIC ACCOUNTANTS OF KENYA
Now Forty Years Old!
By FCPA Dr. Jim McFie

The First Institute Council:
Left to Right (Seated)
Mr. Pedlow M.H, Kassim Lakha, S.K Mbugua, Joe Githongo, Mr. Shah
Left to Right (Standing)
Kerr R.E, Mathias Keah, AP Davies, Mr. Nyagah, Mr. Saini, RS Patel, Justin Ng’ang’a

A

t 11.00 a.m. on Friday
17th November 1978, His
Excellency
Honourable
Mwai Kibaki, E.G.H., M.P.,
the then Vice President of
the Republic of Kenya and Minister for
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Finance, arrived at the front entrance of
the Kenyatta International Conference
Centre (KICC) and was met by FCPA.
S. K. Mbugua, the Convenor of the first
Annual General Meeting (AGM) of the
Institute of Certified Public Accountants

(ICPAK), by Mr. G. K. Kariithi, C.B.S.,
the Permanent Secretary in the Office
of the President and the Head of the
Civil Service and by Mr. J. S. Mathenge,
the Deputy Permanent Secretary in the
Treasury. Mr. Kibaki was introduced
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His Excellency Mwai Kibaki and Charity Muya. Looking on are Mr. Kinyanjui and Joe Githongo

to Mr. J. A. Gethenji, the Permanent
Secretary and Director of Personnel
Management in the Government, Mr. D.
N. Ndegwa, C. B. S., the Governor of the
Central Bank of Kenya, Dr. J. N. Karanja,
the Vice-Chancellor of Nairobi University
(Nairobi University began as the Royal
Technical College in April 1956: on 25
June 1961, it was transformed into the
second university college of East Africa,
and was renamed the Royal College of
Nairobi: the Royal College was elevated
to the University College of Nairobi on
20 May 1964, following the establishment
of the University of East Africa with
Makerere, Dar-es-Salaam and Nairobi
as constituent colleges: in 1970, the
University of East Africa was dissolved
and the University College of Nairobi
was transformed into the University of
Nairobi by an Act of Parliament: it was the
only public university in Kenya in 1978:
also in existence were St Paul’s United
Theological college, founded in 1955,
Scott Theological College founded in
1962 and the United States International
University founded in 1969, which offered
degrees in the name of parent universities
abroad), Hon. A. Magugu, M. P., and
Hon. F. B. Tuva, M. P., both Assistant
Ministers for Finance, Mr. M. J. Njenga,
the Chairman of the Kenya Accountants
and Secretaries National Examinations
Board (KASNEB had been established
as a state corporation under the National
Treasury by the Government on 24 July

1969: it was formally established by the
Accountants Act, Chapter 531, which
received the Presidential assent of His
Excellency Jomo Kenyatta on 1 March
1977, and came into operation by notice
in the Kenya Gazette on 1 July 1977;
this Act has now been superseded by
the Accountants Act of 2008; today,
KASNEB is governed by the 2008
Accountants Act, the Certified Public
Secretaries of Kenya Act of 1988 and
the Investment and Financial Analysts
Act of 2015) and FCPA. P. A. S. A.
Denis, the Registrar of the Registration
of Accountants Board (RAB). Not only
was this the first AGM of ICPAK, it
was the inauguration of ICPAK. At this
meeting were 350 registered Accountants
of ICPAK. In the Kenya Gazette of 3
March 1978, FCPA. S. K. Mbugua, the
Chairman of RAB, in Notice number
584, informed the general public that
RAB had been set up under the 1977
Accountants Act on 9 November 1977.
RAB had acted under powers vested in
it by Section 23 of the Accountants Act
and had called, in Legal Notice number
300 of 9 December 1977 made by the
Minister of Finance and Planning, for
applications from all persons who wished
to be registered as Accountants under the
provisions of Section 26 of the Act. In
the Gazette Notice number 584, FCPA.
Mbugua clarified that registration did not
confer on any person authority to practise
as an Accountant; registered Accountants

who wished to practise were informed
that they should apply for a practising
certificate in accordance with Section
20 of the Act; no person could continue
to practise as an Accountant after 30th
June 1978 unless s/he was the holder of
a valid practising certificate. Up to that
date the Accountants (Designation)
Act had given statutory recognition
to Chartered Accountants of England
and Wales, Scotland, Australia, Canada,
India and New Zealand and to Certified
Accountants (members of ACCA); only
such Chartered or Certified Accountants
could be appointed auditors of companies
in Kenya – the financial statements of all
companies had to be audited at that time.
At the end of 1975, there were 11,443
companies incorporated in Kenya and 868
branches of foreign companies. Of the
11,443 local companies, approximately
7% were public companies (as defined
by the Companies Act) and of these 61
were quoted in the Nairobi Stock (today
Securities) Exchange. There were 264
firms of Accountants, employing 1,045
persons, serving these companies; these
firms also provided accounting services
to unincorporated business – at the
end of 1975 there were 57,975 business
names registered – this number includes
a number of dormant establishments. An
area where Accountants are necessary
is taxation; at the end of 1972 (I do not
have numbers for later years), excluding
individuals assessed solely under pay as
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Mr. Mwai Kibaki, the then Vice President and Finance Minister
during the inaugural ceremony in 1978. Next to him is A.M.
Kassim Lakha, past council member and Chairman

you earn tax (PAYE), 41,536 individuals
paid KShs 420 million of the total KSh
1,886 million paid in personal taxes in
Kenya (it is important to remember that
Valued Added Tax came much later).
It may be interesting to note that the
original Accountants Bill (largely drawn
up by an American lawyer who thus based
the Kenya accounting profession on the
US model, where the examining board,
the registration board and the institute
are three separate bodies) brought
before Parliament sought to establish
an “Institute of Charted Accountants
of Kenya”; however the members of
Parliament felt that the term “Chartered”
had too many colonial connotations and
voted the phrase “Certified Public” to
replace it.
In the augural meeting of ICPAK,
which was held in the Amphitheatre
of KICC, His Excellency Mwai Kibaki
gave a speech which began by dealing
with the development of accounting
training since Kenya’s independence. He
pointed out that KASNEB, which had
been established 9 years previously, had
conducted CPA examinations over this
period; 70 graduates had successfully
passed the final professional examination
and had joined the ranks of the profession.
Over 5,000 persons had registered with
KASNEB. He congratulated Mr. Mbugua
who had overseen the registration by
RAB of over 500 Accountants during
the year who had joined ICPAK. He
stated that ICPAK, to give the profession

54

NOVEMBER - DECEMBER 2018

In the inaugural
meeting of
ICPAK, which
was held in the
Amphitheatre
of KICC, His
Excellency
Mwai Kibaki
gave a speech
which began by
dealing with the
development
of accounting
training
since Kenya’s
independence.

the status and function it deserves, was
expected to promote a high standard of
professional competence and practice
among its members; the standard set
needed to be acceptable internationally;
members were expected to contribute
to the management of entities so that
the country would develop; as advisers
to their clients, members must see to
it that financial operations were kept
consistently within the framework of the
Government’s taxation systems; the new
Institute would have to bear in mind the
need to develop good working relations
and consultations with other professions
in Kenya. Finally, Mr. Kibaki agreed to
present Certificates of Registration to a
cross section of members of ICPAK and
formally inaugurated the “Institute of
Certified Public Accountants” of Kenya.
FCPA. Mbugua gave a speech thanking
the Vice-President for the honour he
had bestowed on those present that
day. Among the many points that he
dwelt on was the following: “On a light
touch, I hear that there are some (CPAs)
who specialize in the difficult task of
convincing stone-faced Income Tax
Assessors why certain of their clients’
expenditure items should be taken as
reasonable and fair charges in their Profit
and Loss Accounts. I am also told that
the same members are usually the first
to buy copies of your budget speech just
to make sure that they give your already
over-worked civil servants (my note: these
words were on an extremely light touch)
a marginal lead in understanding matters
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connected with new tax measures”. How
times have changed in some respects
over the 40 years that have passed; and
how some facts have remained almost
identically the same.
After a short tea break, the guest of
honour and the invited guests left.
Mr. Mbugua invited nominations for
candidates to be elected the Chairman of
the Institute. Mr. Mbugua was proposed
by CPA. D. T. Nyaga and seconded by
CPA. Z. K. Kariuki, and FCPA. J. M.
Githongo was proposed by CPA. R. S.
Alexander and seconded by CPA. Malik;
however, FCPA. Githongo declined the
nomination; since no further nominations
were received, Mr. Mbugua was declared
the Chairman. 29 names were then
received to be elected members of the first
Council of the Institute; election was by
secret ballot; FCPA. A. R. Kassim-Lakha,
CPA. R. S. Saini, FCPA. J. M. Githongo,
CPA. M. H. Pedlow, CPA. R. L. E. Kerr,
FCPA. M. B. Keah, CPA. C. H. Shah,
CPA. S. K. Shah and CPA. A. L. Leigh
were elected members of the Council. The
meeting ended at 6.15 p.m.
In April 1979, ICPAK set up the
following Committees: Professional
Standards, Economic and Fiscal,
Education and Research, Publications
and Publicity, Finance, Membership and
General Purposes, and Disciplinary. Each
Committee was to consist of 5 members
with powers to co-opt further members if
deemed necessary. On 23rd January 1981
Members were asked by the Secretary,
CPA Mundia N. Geteria, whether
continuing professional education should
be introduced, and whether Accounting
Standards should be “imposed on
members”. The Professional Standards
Committee then went on to develop
19 Kenyan Accounting Standards. In
1997, the Council decided that the

task of developing Kenyan Accounting
Standards, based on International
Accounting Standards (IASs), was not
the best use of its limited resources:
with effect from 1st January 1999, IASs
(now International Financial Reporting
Standards – IFRSs) would be mandatory
for financial statements produced and
audited by Members of ICPAK. Between
January and October 1983, the Members
Education Committee organized 11
seminars on various topics. These seminars
have grown into the comprehensive
portfolio of courses that are organized
today.
FCPA. S. K. Mbugua was the Chairman
from 1978 to 1981. He was followed by
FCPA. Ameerally Kassim-Lakha from
1981 to 1982, FCPA. Joseph Githongo
from 1982 to 1984, FCPA. Mathias
Keah from 1984 to 1985, FCPA. Daniel
Ndonye from 1985 to 1986, FCPA. Joe
Muchekehu from 1986 to 1987, FCPA.
Ndung’u Gathinji from 1987 to 1989,
FCPA. James Muguiyi from 1989 to
1991, FCPA. Charles Arap Kirui from
1991 to 1993, FCPA. Samuel Onyango
from 1993 to 1995, FCPA. Nguru
Wachira from 1995 to 1997, FCPA.
Martin Oduor-Otieno from 1997 to
1999, FCPA. Amos Kimunya from 1999
to 2001, FCPA. Michael Waweru from
2001 to 2003, FCPA Rose Ogega from
2003 to 2005, FCPA. Joseph Wangai
Wamai from 2005 to 2007, FCPA.
Stephen Lugalia from 2007 to 2009,
FCPA. Michael Itote from 2009 to 2011,
FCPA. Patrick Mtange from 2011 to
2015, FCPA. Benson Okundi from 2013
to 2015, FCPA. Fernandes Barasa from
2015 to 2017 and our current Chairman
FCPA. Julius Waita Mwatu from 2017 to
the present time.
ICPAK began its operations in a building
adjacent to the Professional Centre in the

centre of Nairobi. It moved to the CPA
Centre on the Thika Road in 1999, first to
a building which was previously part of the
Standard Chartered Bank sports complex,
and then in 2016 to its present location in
the new Building which, appropriately, is
called the CPA Centre. ICPAK founded
the Kenya College of Accountancy (KCA)
in May 1989 to improve the quality of
accountancy and financial management
training in the country. The college
applied to the Commission for Higher
Education (CHE) for university status
in the year 2000 and received a Letter of
Interim Authority (LIA) on 26 July 2007
to operate as a university. The institution’s
name was thus changed to KCA
University. KCA University shares it main
campus with the ICPAK headquarters
and maintains satellite colleges under the
School of Professional Programmes in
Kericho, Kisumu, Kitengela and Nairobi
city centre.
Cicero, who lived from 3rd January 106
BC to 7th December 43 BC (when he
was murdered), was a Roman statesman,
orator, lawyer and philosopher, and is
considered one of Rome’s greatest orators
and prose stylists: he is quoted of saying
about being 40 years old: “This wine is
forty years old. It certainly doesn’t show
its age”. Lucille Ball, born on 6th August
1911 in New York and died on 26th April
1989, was a famous actress, comedian,
model, film-studio executive, and
producer: she said that “40 is when you
finally get your head together and your
body has other ideas”; she added that “the
secret of staying young is to live honestly,
eat slowly, and lie about your age”. Maybe
Lucille was giving advice to us humans.
ICPAK certainly has its head “together”;
its body is as nimble as ever; it need not lie
about its age; in fact, it improves with age
in the same way as wine does. Happy 40th
birthday ICPAK: may you live forever.

ICPAK certainly has its head “together”; its body is as
nimble as ever; it need not lie about its age; in fact,
it improves with age in the same way as wine does.
Happy 40th birthday ICPAK: may you live forever.

NOVEMBER - DECEMBER 2018

55

40

ICPAK @

FCPA Àmeer Kassim - Lakha

AGAINST ALL ODDS

those managing these firms to see and appreciate
Kenya’s standards, capabilities and strengths. So
he set they ball rolling. They took time to travel
around Meru, Embu, Nyanza, Western, Coast,
Kisii and Eldoret and other parts of the country
to show co-operative societies’ accountants,
how to keep their accounts. They were all in bad
shape because of backlogs, spanning many years.
Eventually, they got their accounts updated. Such
was their determination that they occasionally had
to bring them to their offices and show them how
to keep records. They opened an office in Eldoret
to assist co-operatives in that area and in what we
call SACCOS today.
His organisation, now known as PKF, seems to
have been set up at the right time, because there
were many services to be offered. He willingly
provided them. They were auditors, tax consultants,
insurance brokers, all in one. He was the first
chartered accountant from England and Wales.
Slowly, others started coming in from India, the
accounting profession was growing gradually.
Before then, there were hardly any accounting
bodies. There was the Association of Accountants
in East Africa, and within five years of starting the
practice, he became the Chairman of this body.
Among its members were the partners of the firms
who had refused to offer him employment. The
wind of change was blowing.

F

CPA Ameer Kassim-Lakha,
has every reason to be
hopeful and delighted to see
ICPAK celebrate its 40th
Anniversary. It has been
a long journey and he has been part
of it all the way. When he came back
to Kenya after his studies in 1957,
Kenya was still a colony. He applied
for a job with international firms,
but they declined saying, he had the
wrong skin’. “So I opened an office on
Government Road (now Moi Avenue)
under the name Ameer Kassim & Co.
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Chartered Accountants.”

Those days accounting students had no formal
colleges to train them, so Mr. Kassim-Lakha and
other accountants decided to offer services for free
at Nairobi University. Seven sponsors established
the Kenya School of Accountancy. They started in
Westlands Arcade. Fortunately, the owners of this
place, were his clients, and they willingly gave them
the top floor. There were broken windows and no
furniture. Students used to sit on the floor. That’s
how they started KCA. Today they are proud that
this organisation has become a prominent (KCA)
University.

The journey was not easy, but Mr.
Kassim-Lakha decided he was not
going to be discouraged. He confesses
that challenges were many. But along
with his fellow accountants, they
were determined to confront these
challenges to ensure that this country
had a strong accounting body. He
recalls that since Kenya was a colony,
opportunities were not open to
them. All the big firms belonged to
international companies. He wanted

“Accountants felt they needed a corporate body.
We started lobbying the government and had the
Accountants Act 1977 enacted.” Former President
Mwai Kibaki who was at that time Vice President
and Minister for Finance, convened a meeting
at KICC in 1978. Under the “grandfather clause
“all who were offering accounting services e.g.
bookkeepers, tax consultants, and auditors were
recognized and made members of the Institute.
Hon. Kibaki conducted the first elections; I topped
the poll and was elected the first Chairman of
ICPAK.”

40

ICPAK @

After the elections, Hon. Kibaki who
was a good friend and a fellow golf
player, approached him and explained
that the government was not quite
comfortable with professional bodies,
(at that time only the Law Society was
registered as one), and would be more at
ease if someone from the Treasury was
nominated. Mr. Kassim-Lakha agreed.
Mr. Stanley Mbugua was nominated
as Chairman and Mr. Kassim-Lakha
became the first Vice Chairman. He
acknowledges the work put in by Pascal
Denise who was working at the Ministry.
When it was announced that Mr. Mbugua
would be the Chairman, some members
objected, arguing that the post should
be held by a chartered accountant. The
issue was later resolved. The government
assisted with seed money to establish an
office, but financing was done through
subscriptions. When Mr. Kassim-Lakha
took over the chairmanship, he travelled
to Nyanza, Coast and other places and
established branches which were then
managed voluntarily by members.

We were
adventurous
to go beyond
East Africa. The
Institute should
be happy to see
its members
going all over
the world. This
makes ICPAK
more visible
internationally.

Is ICPAK achieving its vision?

Overall yes, says the accomplished
accountant, but this is a small world. The
scope of the Institute has expanded from
balance sheets to environment, community
services, etc. We have embraced these,
but there are many changes taking place.
IFRSs can be quite involving; some have
been implemented this year, some will be
next year. He wonders whether our small
practitioners can manage. Some banking
bodies are also debating whether it is
good or bad. We have, nevertheless, to
train our members. We have our members
working in international companies, so
we must follow these standards, and be
circumspect. If we do not, our balance
sheets will be deficient. At PKF, the
organisation he founded, partners ensure
that they strictly adhere to international
standards. In fact, among the staff they
have trained, 20 members of the Institute
are in Australia, others are in the USA,
Canada and East African countries. They
are the largest ethnic firm in the United
Kingdom. There was a time he met retired
President Daniel Arap Moi, who told him
he was proud to see their achievements,
which he noted were raising the flag of
Kenya and ICPAK.
He remembers how things were then.
“We were adventurous to go beyond

Mr. Kassim-Lakha believes that members
should prepare for retirement, and that
there should be a retirement clause in
a partnership deed. He gives his own
example; when he decided to retire at 60,
his colleagues felt he should continue.
He stood his ground and retired. He
has a lot of plans every day; no wonder
he still looks young and full of life.
He enjoys a happy family life with his
ever supportive wife, Habiba. They will
be celebrating their 40th Anniversary
next year (2019). Mr. Kassim-Lakha
says that “by retiring at the right time,
you give a free hand to your partners to
carry the mantle and to retire when the
time comes to do so. It enables you to
plan and to give your organisation a life
of its own.”He encourages mergers and
states categorically that “if you want to be
relevant, forget sole proprietorship”. This
will enable you to expand exponentially.
He points out that merging requires trust.
They were able to attract partners who
have spread their tentacles to Congo,
Uganda, Malawi and South Africa, and
still counting. He says; every partner has
his strength, embrace that. He adds that
the most important thing is integrity, it
is, according to him, even more significant
than qualifications…and salutes his
partners for ensuring that they are guided
by this.

So what is the secret to
success and what advice
does he have for ICPAK at 40,
moving forward?

East Africa. The Institute should be
happy to see its members going all over
the world”. This makes ICPAK more
visible internationally. What is even
more exciting is that ICPAK is closely
working with the Institute of Chartered
Accountants in England and Wales. You
never know how much you can grow.
Today, there is so much to be thankful for.
The challenges will always be there in our
profession and in our lives; we must face
them. This is a global community now and
the Institute must acknowledge… he says.
Thanks to the hard work of the members,
ICPAK has a voice and is being consulted
in among other things, matters relating
to the stock exchange, fiscal budgets and
other government policies.

= Face challenges bravely and
decisively
= Make your voice heard
+ Train, train, train; train your
members so they can comfortably join
the international community; so people
can recruit them because of the standards
they have maintained.
+ Improve public relations with the
public
=Members of ICPAK should think of
the duka wallas, the mama mbogas and
those in jua kali .
+Make it compulsory for all members
to give honorary services to jua kali
artisans
because they are the ones making our
economy stable. Give them any help you
can; professional advice will empower
them, so will your knowledge, skill and
experience.
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F

CPA Martin Oduor-Otieno
is Founder, Business Advisor
and Executive Coach at The
Leadership Group.
He is
also a respected member of
ICPAK, indeed he was awarded the title
of Fellow of the Institute years back.
When you meet him, you have no trouble
understanding why he is widely respected
and why his opinions are taken seriously.
During conversations, he comes up with
new and relevant ideas and delves deeply
into pertinent issues that have barely been
captured or mentioned, so you get to learn
a lot from him.
It is not easy to list his numerous and well
documented achievements. Nonetheless,
he was CEO of KCB Bank Group and has
held leading positions at Barclays Bank in
Kenya and South Africa. He was a partner
in the professional services firm, Deloitte
and has worked as Permanent Secretary
in the Ministry of Finance/Treasury. He
has also worked in the public and private
sectors and has a wealth of knowledge,
gained in the high-ranking leadership
positions he has held over the years. He
published his biography - Beyond the
Shadows of my Dream in 2012. This book
was rapidly snapped from bookstores by
eager readers and soon ran out of print.
We may be seeing a reprint soon, as the
first edition was sold out. Today, he sits on
a number of blue chip company boards as
well as non profit boards as a non executive
director.

FCPA Martin Oduor - Otieno

IN SEARCH OF
EXCELLENCE
The KCA Journey
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It is clear that Mr. Oduor-Otieno has
generously extended the creditable
values he is well known for to ICPAK,
an institute he helped build, and whose
progress he has passionately followed and
been part of for a long time. He would
like accountants to constantly embrace
change in an environment where the pace
of change continues to accelerate. Since
financial statements and matters are often
hard to read, understand and interpret by
many, he advises accountants to take it
upon themselves to understand emerging
trends and simplify their communication
in order to keep themselves and their
clients well-informed and to help re-shape
the economy.
Mr. Oduor-Otieno is delighted to see
that ICPAK continues to play a leading
role in the governance and economic
development of this country. He follows
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its contributions at budget debates and in
other forums and is satisfied with the part
it plays during such significant occasions.
He was the chairman of ICPAK from
1997-1999. During his time, ICPAK had
2000-3000 members and has continued
to grow steadily; today it has 23,000
members. In his early years on the
ICPAK Committees, he was in charge of
education and training and was Convenor
of the Institute’s inaugural Economic
Symposium which, today has grown to be
a flagship annual activity in the Calendar
of the Institute. He is glad to see the
institute participate effectively in various
segments of the economy.

move KCA to greater heights, the college
relocated first from Waumini house in
Westlands to Paramount Plaza in Ngara
and subsequently to CPA Centre, its
current home. By this time Mr. OduorOtieno was the Chairman of ICPAK,
which was the sponsor, and whose
members engaged in fundraising for the
initial amounts required to acquire the

Is the accounting profession heading in
the right direction? There are a number
of changes taking place globally and
Mr. Oduor-Otieno hopes ICPAK
takes note of this. “When we
adopt, apply and embed evolving
standards, we will continue to
do well. The profession is under
immense pressure today
globally. When institutions
collapse, people ask where
accountants were when they
were failing. I would like to
encourage ICPAK to drive
quality, discipline, be at the
forefront of developments
and uphold high standards in
whatever they do.”

He recalls…“When we launched
the
Economic
Symposium,
we wanted the institute
to strengthen its voice in
economic management with
the top level of government
and other key stakeholders.
We felt there was a vacuum
and wanted to highlight
issues and opportunities
impacting
economic
development for debate
and decision making to the
public and government. We
also wanted to focus on good
governance, standards and ethical
practices. I am glad the economic
symposium has played a big role to
place the institute at the core here. “

KCA

Forty years later, the celebrated banker
can look back appreciatively at the
advancements the now prestigious KCA
University and ICPAK, have made. He
was associated with the resuscitation
of KCA from its death bed, initially
under the Chairmanship of FCPA Joe
Muchekehu. He says pensively that it was
peddling backwards, there was no growth
and the vision appeared to have been lost.
The recruitment of Prof. Daniel Musungu
Oruoch as Principal of KCA in the mid
1990s brought fresh breath to KCA
through sheer passion, focus and hard
work, helped very much by his marketing
background. Very soon thereafter KCA
begun to be seen as an institution that
was able to offer quality training, a great
brand, and an exciting place for students
and lecturers to be at, and also a key
support to the accounting profession. As
student numbers grew, and in the quest to

ICPAK was set up through an act of
parliament to among other things,
promote standards of professional
competence and practice among members
of the Institute, to promote research into
the subject of accountancy and finance
and related matters, and to promote
international recognition of the institute.
KASNEB was set up to set exams, while
RAB was created for the registration
of accountants. The missing link was
training; so KCA came up and continues
to provide high- class training.

CPA Centre land
from
Standard
Chartered Bank which also provided the
initial loan for this project.
A lot of progress has been made, from
the time of relocation when prefabs were
constructed and used as classrooms, while
the hall in the main building was the
KCA auditorium to today when there
are modern buildings in the University.
Mr. Oduor-Otieno later became the
chairman of the KCA University council
at the time of conversion of the College
to University in the early 2000s, and
inaugurated the modern library which
today bears his name in recognition of
the service to KCA over the years. KCA
also awarded him an honorary doctorate
degree in business leadership at the 2010
graduation ceremony. He still ardently
follows the progress of scholarships, and
general growth of KCA University.

What advice does he have for
budding accountants? Accountants
should be innovative and maximize the
use of technology as well as keep abreast
with what global pace setters are doing
so that they are able to add value to their
clients and positively influence society
through the role they play. He says the
institute and the profession should be at
the center of any dialogue or discussion
that improves economic and financial
services and governance. He adds; “The
profession should continue to be a strong
voice and propagate positive aspects in
those areas relevant to the profession… It
should provide and be a strong voice for
effective leadership in society. I hope that
KCA University, as a brainchild of ICPAK
continues to grow to become a leading
university in areas of entrepreneurship
and enterprise development and in areas
that add value to society. KCAU students
and alumni should be seen as top notch
graduates and role models with skills
not just for employment, but talents that
create jobs that can enhance the economic
prosperity of this country and beyond.”
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CPA Evans Mulera

HIGHLIGHTS
ICPAK’s MILESTONES

C

PA Evans Mulera, is
currently, Director, Strategy
and Business Development
at CapaBuil Ltd. He is a
senior technical Reviewer in
the Financial Reporting (FiRe) Award
Program. He holds a commendation
Award from ICPAK for exemplary
service to the Accountancy Profession
and was member of ICPAK Council
Sub Committee on Review of the
Accountants’ Act. He served as Deputy
CEO and Director, Professional
Services at ICPAK, Kenya. He also
served as Chairman of the National
Financial Reporting (FiRe) Awards
Technical and Evaluation Committee,
Nairobi, Kenya. He is a Performance
Management
Consultant.
CPA
Mulera delivered Presentations at
IFAC, PAFA and other International
Forums on PFM; BSC and Leadership
Development. He also taught financial
accounting & management at various
Universities in Kenya. He in addition,
concluded a research paper on cash
balance management, leading to a
Masters of Business Administration
degree in Finance.
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CPA Mulera is pleased to be associated
with the development of ICPAK. He
points out that ICPAK has many firsts.
He has been following the development
of the institute and notes that ICPAK
has led in so many areas. The Institute for
example made a very bold move to start
adopting IFRSs when many countries
were still highly skeptical about them.
The same applies to IFAC SMO Policy
Actions, where, globally, ICPAK was
among the first Institutes to publish its
plans and comply with the requirements.
IFAC is a strong global accountancy
body comprising of over 175 members
and associates in more than 130 countries
and jurisdictions, representing almost 3
million accountants in public practice,
education, government service, industry,
and commerce. For ICPAK to be part of
this and to be represented very strongly
here, is proof of good leadership. IFAC’s
Strategy focuses on building trust and
inspiring confidence. IFAC”s Vision is “a
global accountancy profession essential
to strong, sustainable organizations,
financial markets, economies; while its
mission is “serving the public interest by
enhancing the relevance, reputation, and
value of the profession.” The Mission

lays emphasis on: Globally-accepted
standards – A future-ready profession
and Advocacy and representation.
Again, starting the FiRe award
(Excellence in Financial Reporting
Award) and keeping it going to date
is one of ICPAK’s key milestones. The
Award is aimed at promoting excellence
in financial reporting through enhancing
accountability,
transparency
and
integrity in compliance with appropriate
financial reporting frameworks and
other disclosures on governance, social
and environmental reporting by private,
public and other entities. It was launched
in 2002, has been in existence for sixteen
years and has attracted several countries.
It is a joint initiative of the Institute of
Certified Public Accountants of Kenya
(ICPAK), the Capital Market Authority
(CMA) Kenya, The Public Sector
Accounting Standards Board and the
Nairobi Securities Exchange (NSE).
Today, Uganda and Tanzania have
started their own FiRe Award, using
Kenya as a benchmark and Rwanda
launches its own version on 26th
October. Kenya has provided technical
support to all these countries for free.
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FiRe Award Promoters:

Another noteworthy milestone, for
ICPAK, is being the first in East
Africa to sign a Mutual Recognition
Agreement with the ‘Institute Of
Chartered Accountants In England and
Wales (ICAEW). This is a professional
membership organization of accountants
and finance professionals who have met
various industry competency standards
in England and Wales. According to
Investopedia, to become a chartered
accountant and be designated an Associate
of the Institute of Chartered Accountants
in England and Wales, ICAEW members
must complete the ICAEW Chartered
Accountant (ACA) qualification. The
ACA is a professional qualification that
requires candidates to complete at least
three years of on-the-job training while
passing a series of exams. The exam
portion of the ACA program contains 15
modules focused on accountancy, finance
and business. The ACA also requires
candidates to commit to professional
development and a code of ethics. CPA
Mulera explains that for ICAEW to join
hands with any organization, it must
adhere to very strict standards and for
ICPAK to have achieved this, is no mean
feat. He is impressed to see the institute
build and maintain high standards.
ICPAK is also working closely with the
Ethics and anti-corruption commission
(EACC) in several ways among them,
dealing with rogue accountants. That is a
big measure in ensuring that standards are
maintained.
ICPAK has over the years ensured that
the Accountants Act is implemented
and its human resource capacity building
is superb. It has highly qualified people
because it knows the cardinal rule that
without good people, you are going
nowhere. It has put frameworks in place
to guide members and by-laws to ensure

The FiRe award
(Excellence
in Financial
Reporting
Award) is to
date one of
ICPAK ’s key
milestones.

standards are upheld. CPA Mulera
says that working at ICPAK and his
continued association with it, is an honor
to him, because he left when he was a
deputy CEO. His experiences here, gave
him an edge when he became CEO at the
Institute of Certified Public Accountants
in Rwanda (ICPAR). He has been invited
to be part of the launch of the FiRe
Award in Rwanda, and his contribution
to the development of ICPAR is highly
appreciated. He notes that ICPAK
has also done well in strengthening its
financial stability. The office it occupies
today, will empower it economically, for
a long time, providing it with offices and
enabling it to get steady revenue.
As part of building its relevance, ICPAK
is engaging stake holders through
standard setting, standard enforcement,
capacity development, and continuous
updates. It is also working well with

the government and other relevant
bodies. Another milestone for ICPAK is
standard enforcement. The audit quality
department is among the best in Africa.
If at the engagement level ICPAK can
do well, it means it can help drive the
big four Agenda the government wants
to develop. Proper use of robust online
access platforms has also made it easier
for members to get CPD certificate of
compliance without having to come to
the office.
He is happy with the Finance Act
2018 which introduced significant
amendments to the Accountants Act
No 15 of 2008. These amendments are
aimed at strengthening the profession as
well as help the government in the fight
against graft. A key point is that students
intending to pursue Accountancy
examinations administered by KASNEB
will be required to register with the
Institute prior to sitting the examinations.
The examinations board will now prior
to registering a person to undertake any
accountancy examination require that the
person be registered as a member of the
Institute of Certified Public Accountants
of Kenya (ICPAK).
He says ICPAK is recognized all over
the world; in Africa, Asia, Europe, USA
and several other countries, and this law
is one more feather in its cap. ICPAK
has also ensured that members pass an
ethics exam before getting their annual
membership status renewed. .
For budding accountants this is what
CPA Mulera had to say: Kenya is losing
opportunities through corruption and
if steps are taken to stem it, Kenya will
forge way ahead internationally, and
we will be able to create a better world
for our children. The participation of
accountants in this area is critical. He
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is urging budding accountants to join
the profession by thinking not of what
they will get, but how they will promote
transparency and accountability. They
should think of the outcome of their
engagements, and how they hope to make
an impact. They should aim to eradicate
poverty and to be innovative and to create
a future rather than just being consumers.
They should work for the economic
growth of the country. They should ask
themselves how they intend to make the
accounting profession relevant 10 years
from now.
“We want aggressive and innovative
people in the profession. Do what it takes
to help the profession to succeed. Don’t
merely do what you love, determine what
it takes, when you get this answer, work
towards it.”
His advice to the institute as it celebrates
40 years? Always remember that your
stake holders always expect a lot and the
best from you. Give it to them.

CPA EVANS MULERA’S TAKE
ON THE DEVELOPMENT OF
ACCOUNTING AND AUDITING
STANDARDS

The following is an interview we carried
out with CPA Mulera on this subject;
ICPAK
adopted
International
Accounting
(now
International
Financial Reporting) Standards (IASs,
now IFRSs) for all accounting periods
commencing on or after 1st January
1999 – effectively 20 years ago. IASs
(IFRSs) apply to all non-government
accounts of any size of business.
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However, IFRSs have become vastly
more complex. Do you not think that
ICPAK should now specify that IFRSs
apply only to public interest entities –
that is NSE listed companies, banks,
insurance companies, stock broking
companies, and possibly larger Saccos
– say FOSAs? The IFRS for SMEs can
then apply for private companies, and
SMEs could just do “tax accounting” as
it is called in South Africa?
With the fast pace of technological
advancement, accounting softwares are
embracing the changes in IFRS for purposes
of accounting and reporting. In fact the
accountant will become very irrelevant in
just 10 years from now if he does not evolve
and meet the fast shifting expectations
in the environment. Developing IFRS
compliant software is a big business case
for the technology/ software companies. The
future is therefore bright as software will
ensure compliance with limited human
intervention. Standards should therefore
continue to be complied with in public
interest. Ultimately, there should be greater
allocation of resources for enforcement of
IFRS among the public interest entities.
When you look at the costs of complying
with IFRSs, and then value the benefits
derived from using IFRSs, do you think
the benefits outweigh the costs?
A cost benefit analysis should be done in every
situation/ scenario where IFRS are required
to be complied with. The IFRS foreword
and conceptual framework recognize this
principle and the pre- adoption analysis
of cost vs benefit should be conducted.
Any conclusions arrived at should clearly

demonstrate the comparative evaluation of
costs vs benefits and therefore the decision
to adopt IFRS or not for accounting and
reporting by any given entity.
Kenya has to become incredibly more
competitive if manufacturing is going
to contribute 15% of our GDP by 2022.
Do you think that financial reporting
costs – senior accountants in Kenya are
highly rewarded for their services – are
one of the factors that makes Kenya
manufacturing less competitive?
The natural progression of success is that you
have to make money then spend it. Also it’s
important to cut clothe to fit the size of your
body. Organizations should not overpay
staff in an economy that is flooding with
unemployed talent. Salary scales should
be right. Financial management is an
enabler of successful organizations and not
necessarily the primary objective why those
organizations were set up. What should
concern the relevant parties as regards
manufacturing growth is whether Kenya has
a comparatively more competitive operating
environment for manufacturers as compared
to other countries. For example, why do we
have so many sugarcane farmers and still
import sugar? Growing the manufacturing
sector is to a very limited extent a function of
the salaries of accountants and it is to a much
larger extent driven substantially by the ease
of setting up and ease of doing business. How
do we attract investors while keeping our
products competitive? In conclusion, success of
the manufacturing sector has very little to do
with the rewards to accountants. Financial
reporting costs in an era where technology
is making everything accessible and possible
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will be very manageable for organizations
that have dynamic and innovative leaders.
ICPAK
runs
many
continuing
professional development courses on
IFRSs but almost none on International
Standards on Auditing (ISAs). Why is
this?
This is a question ICPAK management
should address as it seems to be a grave
omission on the part of its CPD planning
team.
Many financial statements state that
they are prepared in accordance with
IFRSs but, in fact they do not actually
comply: does ICPAK monitor this
aspect of the work of its members?
Yes, ICPAK does monitor but theory and
practice confirms that the acknowledged
complexity and ever changing requirements
in IFRS compliance means it will be difficult
to achieve 100% compliance. My view is
that, high scores on compliance should be
encouraged and then progress towards yearly
improvement.
Similarly, many audit reports state that
the audit was conducted in accordance
with ISAs but even reading the audit
report itself shows a knowledgeable
reader that the auditor probably did not
conduct the audit in accordance with
ISAs: does ICPAK monitor this aspect
of the work of its members?
This calls for ICPAK to review and
strengthen its Quality Assurance Program
targeting firms at the engagement and firms
systems and practices (ISQC1) as well as

strengthening the ICPAK quality review
team. Long-term, improvements will be
realized.
Many practitioners state that even
CPA Section 6 graduates lack basic
skills in accounting and have almost
no knowledge of IFRSs? Do you think
trainers do a good job in preparing
young persons for the actual work that
an accountant has to do, in particular, in
relation to IFRSs and ISAs?
The challenge with the education for
accountants is the lack of opportunities
for practical experience. ICPAK should
undertake a ground shaking investment in
practical experience program. Partnerships
with government and private sector should
yield opportunities for internship even if the
internships are on unpaid volunteer basis for
the willing students.
ICPAK should also consider a virtual
practical experience program for the
mass of students to prepare them better
for the job market.
Further, the CPA curriculum should be
revisited to include a robust research project
or integration of knowledge practical paper.
Currently there’s emphasis on cramming and
academic learning. The CPA curriculum must
address all levels of knowledge and learning.
Do you think the Financial Reporting
examinations set by KASNEB are good
tests of the knowledge of IFRSs and
ISAs that young accountants should
have?
Exams are good but there’s room for

improvement in tuition delivery and
inclusion of a practical paper as stated above.
Are you of the view that the International
Accounting Standards Board (IASB)
in London does a good job in setting
IFRSs or do you view them as out of
touch with what is happening on the
ground in developing countries?
I think the IASB is doing a good job. My
experience in the accountancy profession
taught me that, there is limited engagement
from the developing world both at the level
of robust critique of exposure drafts as well
as submission of memoranda on areas of
accounting that are problematic.
We offer the highest number of CPD events
in the entire African Continent by a single
organization. We run over 500 seminars
every year. All our programs are guaranteed
to run as scheduled and none gets cancelled.
In-house packages are tailored to the client’s
needs and budget. The developing world
should step up and engage more.
Do you think that the FiRe Award run
annually by ICPAK and other bodies
improves compliance with IFRSs?
FiRe Award is a cost-effective way to
encourage compliance with IFRS. However,
unfortunately, some of the entities that have
worn the awards collapsed or ended up
sinking with public funds. That raises the
questions; are there gaps in the due process
for evaluation? What are those gaps? What
changes have been made over the last 10
years? Can improvements be made? My
answer is yes.
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Continuous
Learning is Key
his family and mentors and has remained
focused. This boldness has enabled him
to build his career and to hold senior
positions at a very young age. He likes
going to church, and is engaged to be
married soon.
Below are excerpts from our interview;

C

PA Benjamin Kuku Fossoh
has worked hard to be where
he is today, at age 30, he has
held several positions and
done interesting jobs. Some
of the challenging assignments he has
had, include preparing and presenting
reports for 4 separate companies
simultaneously.
He is a detailoriented, result driven and strategic
thinking Senior Financial Analyst
with background leveraging CPA/CA
credentials and hands-on experience
in quantitative / statistical analysis,
budgeting, accounting, and forecasting.
In addition, he helps to facilitate
executive-level decision making and
business operations through analysis of
key performance indicators and trends
and knows how to among other things,
promote organizational success.
It is not possible to list all his
achievements here, however, CPA Fossoh
has studied accounting intensively and
believes strongly in continuous learning.
He is a Chartered Tax Adviser (Chartered
Institute of Taxation United Kingdom)
Advanced/Finalist:
ACA
–ICAEWInstitute of Chartered Accountants in
England and Wales (ICAEW) and has
a Bachelor of Science in Accountancy
(BSc. Accountancy) graduate from the
University of Buea.
He is from Cameroon, and confesses
that life was not very easy growing up,
but he got a lot of love and support from
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Present Position? What does your
present job entail?
I am a Tax Accountant and Executive
Accountant for 4 separate companies.
My present job entails but not limited to
the following:
•Implementing
weekly
accounting
meetings; I oversee projects and
create monthly task calendars to meet
accounting and reporting deadlines
• Monitor and manage property cash flow
and coordinate the appropriate timing of
issuing payments to vendors. Monitor
and coordinate property plans of overall
future objectives, including net income,
cash position, cash management, and
working capital requirements. Alert
Controller and Managing Director when
cash problems exist
• Manage daily accounting and reporting
activities in conjunction with the Monthly
and Annual Financial Close process by
reviewing the general ledger, journals
entries, account reconciliation, financial
statements, management reports and
other financial analysis as required
• Tax management for all companies
within the group to minimize tax
liabilities
How has the accounting profession
developed lately in your view?
The accounting profession has faced
significant changes in the past decades,
and professional organizations, their
members, and educational institutions
have to my opinion been responding
adequately. Notwithstanding these
challenges,
the
profession
has
significantly developed over the years.
Accountants are now increasingly using
sophisticated and smart technologies
to enhance their traditional ways of
working, and these technologies have

even replaced the traditional approach.
Smart software systems (including cloud
computing) are now supporting the trend
toward outsourcing services (including
more overseas outsourcing), and greater
use of social media via smart technology
has improved collaboration, disclosure,
engagement with stakeholders and
broader communities.
Continued globalization has created
more opportunities and challenges for
members of the accounting profession.
While globalization encourages the free
flow of money from one capital market to
another, enhanced overseas outsourcing
activities and the transfer of technical and
professional skills has simultaneously
continued to pose threats to resolving
local problems (with different cultural,
financial, and tax systems).
Increased regulation, and the
associated disclosure rules, has had
the greatest impact on the profession in
the past years. For example, increased
regulation is imminent because of
massive
tax
avoidance,
transfer
pricing, and money laundering. Many
professional (tax) accountants have
been affected by intergovernmental tax
action limiting base erosion and profitshifting.
Additionally, because of greater public
pressures and stakeholder expectations,
social and environmental considerations
are getting importance alongside
economic concerns in contemporary
organizations. This has also shaped the
direction of the accounting profession
globally.
What was your biggest challenge at
work/in your life?
My biggest challenge in life is to be the
best I can and take each day as a lesson
to get there. That’s what I believe as
being the true meaning of being happy.
This applies not only to my personal
but also to my professional life, for one
cannot be separated from the other as
they both complete us.
What changes would you like to see
at the institute?

PERSONALITY PROFILE

I will like to see the institute standing
tall like other world class institutes such
as ACCA/ACA/AICPA/CIMA etc. I think
the institute has to get very close with
KASNEB, seeing into it that the exams
outside Kenya are well administered.
The whole examination process should
be less ambiguous. Students should be
able to self-start and end the process
online (Registration, Exam booking,
results, complaints etc).
Major work highlights? Other
highlights in your life?
A major work highlight was when I moved
to Bahrain and started working as a Tax
Accountant for a real estate company.
Working with Arabs for the first time
was quite a challenge and what was
even more challenging was preparing
and presenting reports for 4 separate
companies simultaneously.
In terms of my personal highlights,
it’s been quite a challenge being away
from my family for such a long time. This
is first of its kind and I am still trying to
accommodate that fact.
What have been your lowest and best
moments?
My lowest moments have been periods
when I have not been able to see my
family and friends through some difficult
moments especially providing for them
financially. That has been one of my
greatest weak points; when I can’t be of
help to a fellow brother, I get too low.
On the other hand, my best moments
was in Kenya during my ICPAK induction
ceremony. I have always been waiting for
that moment and traveling all the way
from Cameroon made it even special.
Where did you grow up?
I grew up in Buea, South West Region
of Cameroon, where I was born. Hailing
from a family of 5 and being the
second child among two brothers and
two sisters, it was quite challenging. I
had a humble beginning. My Primary,
Secondary and University education
were all in Buea.
What made you take up accounting?
Initially it was my Dad’s choice because
it was prominent after graduation I was
going to get a high paid job, contrary to
other career choices. I started off with
sciences but ended up loving accounting
because it is a science on its own. It is
practical and I could see it necessary in

almost every field of life. Then I decided
to become a professional giving me
more leverage in trying to solve society’s
never ending financial challenges.
Family life? Children, spouse?
I am the second child amongst 5
children, 2 brothers and 2 sisters. My
father works as a Finance Administrator
at the University of Buea, Cameroon
and my Mother is a tailor and business
woman. Our first and eldest sister is a
Special Educator; she holds a Master in
Special Education, married with a kid
and works for an institution caring for
children with special needs. My direct
follower is a Practicing Lawyer. He is
single. His direct follower is also an
accountant and he is currently pursuing
a professional career in accounting.
My younger sister, the Benjamin of the
family is pursuing a medical degree.
I have a fiancée – Marion Mambo, a
medical student and I will be tying the
knot any time soon. I am with no child.
What are your hobbies?
Reading, Music, Sports (Football)Manchester United is my favorite team.
What inspires you?
I am so inspired when in a calm and
serene environment accompanied by
loved ones, family and friends.
What is your hope for your
organization?
I hope my organization can diversify
its activities and then expand to more
countries.
How old are you?
I am 30 years old.
Who has inspired you most in your
life?
My father has always been my greatest
inspiration. I call him a living legend
because his whole life has been quite an
inspiration.
What do you like reading?
I like reading Inspirational and Business
Books.
What are you reading now?
Rich Dad Poor Dad by Robert Kiyosaki
and Sharon Lechte.
What changes if any would you like to
see in your profession?

I will like the professional accounting
bodies to be united. They seem to be
disguisedly fighting one another. I think
they will be stronger together and the
profession will grow even faster as the
stronger bodies will help raise the weaker
bodies through sharing and exchange of
professional experience.
What does your ordinary working day
entail?
Every working day comes with its own
challenges and running the accounts
of 4 separate companies makes an
ordinary working day extraordinary. At
the close of each day, I have to draw up
a program for each company stipulating
how the new day will look like.
I start each day with a review of the
previous day’s transactions followed by
preparation of management accounts
for each company. Then a meeting with
the Managing Director on the financial
status of each company, addressing
pending issues and programming
upcoming events for the day.
What does an ordinary weekend
entail?
I work 6 days a week, therefore having
just a day for weekend. I usually start
with going to church. Thanking God for
all the ups and downs during the week.
I visit the supermarket for some food
stuff and prepare some meals to take me
through the coming week. Like I already
said, I love football, so I join my friends
every weekend for a football match
against other nationalities. No matter
the match results, it always end up in
one of our team mate’s house, where
we eat and drink. I then retire home by
10pm and prepare for the start of the
week. Weekends are always fun.
What advice do you have for budding
accountants?
They should learn their craft and take
personal development seriously. Many
accountants are more interested in
amassing certificates than things of
value. Companies now pay for what you
can offer, not what your certificates say
you can offer. Even if you choose to be an
entrepreneur which in my opinion is the
best, personal development is what will
enhance your business not certificates.
Challenges of this present age can’t
be solved by education of the past. We
must seek continuous learning and
application.
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Ready To Buy A
Lifetime Holiday Home
For One Dollar?

Think Twice
By Clive Mutiso

I

deals in different countries
f you have not yet been
around
the
world,
offered a timeshare
including
South
holiday home to
Africa, where the
buy, it is probably
timeshare concept
just a matter
has been widely
of time, since the
adopted
and
promoters of such
fractional
opportunities
owners can
are becoming
enjoy access
increasingly
to
prime
active
in
properties
Kenya,
and
in prestige
it
is
not
4 Seasons At Beech Mountain
A Place At The Beach III
locations.
unusual to be
Beachwoods
Chetola Resort At Blowing Rock
T h e
approached
internet
by a timeshare
booking
charming
re vo l u t i on
sales person,
in
the
usually at the
hospitality
entrance of a
indu s t r y
busy
upmarket
has
brought
shopping mall with
an
added
a glossy invitation to
dimension
to
a sales presentation at
timeshare ownership,
a congenial venue.
enabling owners earn
A timeshare is a holiday
a little income from their
property sold on a fractional
investment by advertising their
ownership basis and the buyer
time slots to the public through
gets the right to use the property
Booking.com, TripAdvisor, and other
for a specific week in every year, paying
online booking services. The income
only an annual maintenance charge to
to hanker after a change of scene, it is
from letting can help offset the annual
the company that manages the property
possible to arrange a swap with another
maintenance charges on the property,
through the year. The concept is promoted
owner in a different location, who takes
and even give a surplus. Anyone owning
as an attractive deal for those who want
up the owner’s week in his place and gives
a timeshare in a high season week at
to visit the same place every year, and
their week in whichever place they own.
a popular destination is pretty much
to be assured of having a place to stay
Kenya has more than 20 developments
assured of getting a customer if they do
that they can call their own. Ownership
that have been sold on a timeshare basis,
not want to use the week themselves.
is long term, and can be transferred to a
mostly at the Coast, and thousands of
However, before considering investing
third party, just like any other property.
Kenyans have signed up for timeshare
in a timeshare, which can cost tens of
If, after a while, a timeshare owner starts
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thousands of Dollars, it is vital to study
the deal carefully, and understand all of
the costs involved. Above all, don’t buy
a timeshare unless you are sure that, in
a worst case scenario, you would really
want to visit the place you have bought
every year, at the same time of the year,
for the rest of your life. Some people
do not have such stamina, and find that
they have sunk thousands of Dollars in
an investment from which they get no
benefit, and which costs them hundreds
of Dollars and sometimes more, in annual
maintenance charges, whether they use
the place or leave it empty.
A highly developed secondary industry
has come into being to cater to the needs of
timeshare owners. There are agencies that
can arrange exchanges with other owners,
brokerages that can find a timeshare for
you, or arrange a sale of a timeshare that
you want to dispose of. But all of these
services come at a cost, and if you find
yourself stuck with a timeshare in which
you are no longer interested, and which
nobody else wants, finding an exit from
the deal can be all but impossible. That is
why, improbable though it might seem,
it is possible to buy a two-bedroomed
or three-bedroomed apartment in a
complex with a swimming pool and other
amenities, in one of hundreds of different
holiday destinations, for just one Dollar.
Yes, really, a holiday home for life
may cost you no more than a Dollar
to buy, and the seller may be willing to
pick up the transfer costs. But before you
commit, think twice, and be sure that
you know what you are getting yourself
into. The seller must have a very strong
reason for wanting to get out, especially
if he is willing to cover the transfer
costs for you, and maybe throw in next
year’s maintenance fees. For example,
since Hurricane Florence devastated the
Eastern seaboard of the United States,
there have been a spate of offers of $1
beachfront timeshares on the shores of
the Carolinas. Check out some of the
offers here:
http://www.sellmytimesharenow.com/
timeshare/North+Carolina/state/buytimeshare/ or
here: http://www.sellmytimesharenow.
com/timeshare/$1/vacation/
These are just two of hundreds of sites
offering $1 timeshares, and not all are in

recovering disaster areas. So your choice is
not limited to a holiday in hell. Both of the
above links can direct you to inexpensive
timeshares in some of the most desirable
locations in North America, and a quick
internet search will identify similar offers
all over the world.
The timeshare industry has endured
for decades because the satisfied
customers far outweigh the disillusioned
owners who wish that they had never
invested. So what is the difference
between a good timeshare buy, and a poor
one? Just like any other investment, plenty
of research is essential in making an
informed choice. Just how attractive do
you find the destination itself ? How well
built, and well furnished is the property
that you are interested in, and how does
it compare with other properties in the
neighbourhood. If it is listed on an online
booking site, how has it been reviewed
by people who have stayed there? And
remember that what you are buying is
a specific week, the same week, in every
year from the time that you sign up. What
is the weather like at the time of year that
you are considering, and how pleasant is
the season?
Are the maintenance charges fixed,
or is there an escalation clause, or other
charges that need to be taken into
account? This is especially important,
because when you buy a timeshare, you
not only get a certificate of ownership,
which is the equivalent of a title deed,
you sign a written undertaking to meet
the associated charges as they fall due,
which is a legally binding contract that
timeshare management companies always
enforce to the letter.
It may seem obvious, but when you
buy a timeshare, what you are getting
is just the stay, not the cost of
getting there and back. Check
how many different ways
there are of reaching
your
destination,
and what the fares
are at the time of
year that you will
be
committing
to. Bear in mind
that the nearest
international
airport might be
so far away that
you will need to
take a regional

commuter flight, a train, a coach or even
a taxi to get to where you need to be, any
one of which might cost more than you
might expect.
If you are seriously considering a
timeshare purchase, there is a vast wealth
of knowledge available on internet
blogs, and from the updates carried by
timeshare consumer group sites, the
sort of experiences that can guide you
on the pitfalls to avoid, and the way to
get the best deal. Even if you are only
mildly interested in a possible purchase,
the minute that you are approached by
a chirpy sales person and invited to an
opportunity presentation, even an hour
of research can stand you in good stead.
This is because timeshare selling is a
surprisingly effective science, and many
otherwise savvy people who think they
are immune to even the most highpressure sales pitch find themselves
signing up to a deal that looks too good
to be true and proves to be exactly that.
That having been said, if you take an
interest in the subject and start shopping
around, and come across a 3-bedroomed
timeshare apartment on the Cote D’azur
that’s going at one Dollar for a week in
July, just let me know. I shall be more than
happy to pay you double, in cash.
clivemutiso@gmail.com
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By FCPA Dr. Jim McFie

The US Financial Accounting Standards
Board proposes Improvements to the
Notes to Financial Statements

H

ave you ever heard
of the TMF Group?
Probably not: it
is a multinational
professional
services firm headquartered in
Amsterdam in the Netherlands; it
provides accounting, tax, human
resource and payroll services
to businesses operating on an
international scale; it has 125
offices in 83 jurisdictions and
employs approximately 7,000
people; it provides compliance
and administrative services to
over 15,000 clients in a €10
billion market. These numbers are
small when compared to those
of any of the “Big Four” audit
firms – EY (Ernst and Young)
has just released its global revenue
figure for the year ended 30th
June 2018: it was $34.8 billion,
with only $14 billion earned in
the US: Kenya’s GDP in 2017,
that is the monetary value of all
the goods and services produced
by the 51 million {as per the
website of worldometers} people
in Kenya in the calendar year
was $74.94 billion {as per the
website of tradingeconomics},
representing 0.12% of the world’s
economy; EY’s global revenue
was 46.5% of Kenya’s GDP
in 2017. As one article I was
reading recently put it, the “Big
Four” are huge: the revenues of
PwC, Deloittes, EY and KPMG
dwarf the nearest competing
professional
services
firms.
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Interestingly, in 1910, there was
the “Big Eight” - in alphabetical
order, Arthur Andersen, Coopers
& Lybrand, Ernst & Whinney,
Deloitte Haskins & Sells,
Peat Marwick Mitchell, Price
Waterhouse, Touche Ross and
Arthur Young. Prior to the Big
Eight, during the 19th century,
there were thousands of small
accounting firms scattered around
the world.
This model had
historically worked very well. But
as many large European and US
companies began doing business
internationally, they needed to
work with accounting firms with
a similar global reach. As a result
the Big Eight were formed.
KPMG was the first firm
to ascend to the Big 4 when
Peat Marwick International
(PMI) merged with Klynveld
Main Goerdeler (KMG), an
Amsterdam based firm, and
their individual member firms:
K stands for Klynveld - Piet
Klynveld founded the accounting
firm Klynveld Kraayenhof &
Co. in Amsterdam in 1917; P is
for Peat - William Barclay Peat
founded the accounting firm
William Barclay Peat & Co.
in London in 1870; M stands
for Marwick - James Marwick
founded the accounting firm
Marwick, Mitchell & Co. with
Roger Mitchell in New York City
in 1897; and G is for Goerdeler
- Dr. Reinhard Goerdeler was for
many years chairman of Deutsche

Treuhand-Gesellschaft
and
later chairman of KPMG - he
is credited with laying much of
the groundwork for the KMG
merger.
After acquiring many smaller
accounting firms, the Big Eight
realized the potential synergies
that could be realized by merging
with each other. In 1989, the
Big Eight became the Big Seven
when Ernst & Whinney merged
with Arthur Young to form
Ernst & Young. Later that same
year, Deloitte, Haskins & Sells
merged with Touche Ross to
form Deloitte & Touche – the
Big Seven were now the Big Six.
The Big Six continued for nine
years before the next merger:
in 1998, Coopers & Lybrand
merged with Price Waterhouse to
become PricewaterhouseCoopers,
or PwC, the largest of the
professional services firms. Enron
and Worldcom had both been
audited by Arthur Andersen;
when Enron became bankrupt
at the end of 2001, and when
the fact that $3 billion worth of
expenses were shown as assets
on the balance sheet in 2001
of Worldcom became known
publicly,
Arthur
Anderson
collapsed – to leave the Big Four
that we have today.
But why is the TMF Group
of interest? The firm has recently
released a report on “Financial
Reporting
Differences
in
Europe”. Listed companies across
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the European Union (EU) are all required
to prepare their financial statements in
accordance with International Financial
Reporting Standards (IFRSs); the Capital
Markets Authority in Kenya lays down
the same rule for companies listed on
the Nairobi Securities Exchange; but, in
addition in Kenya, all financial statements
prepared by members of the Institute of
Certified Public Accountants of Kenya
must comply with IFRSs or the IFRS
for SMEs, unless the financial statements
are those of a Government Ministry,
Department or Agency, in which case the
financial statements must comply with
International Public Sector Accounting
Standards (IPSASs). But the IFRSs we
use in Kenya can be slightly different to
those used in the European Union. The
TMF Group point out that the EU goes
through an endorsement process, and
this can result in a gap of approximately
six months between the implementation
of a new standard, and implementation
in practice in the EU. Whereas listed
companies in the EU have to comply
with IFRSs, non-listed entities are
required to follow the GAAP (Generally
Accepted Accounting Principles or
Generally Accepted Accounting Practice)
of the country in which the non-listed
company is domiciled and resident. The
country GAAP in many EU countries
are aligned with IFRSs, but in some
countries there are differences between
the national treatment and that of
IFRSs. For example, in Italy, goodwill
should be amortised, revaluation is not
permitted, there are specific capitalisation
rules and only operating leases are
recognised. Differences are not so much
in the accounting principles but in the
form of accounting reports, and how
the accounting information has to be
presented in order to be compliant with
the local rules; for example, in France

and Romania, there are very specific
regulations about the chart of accounts,
the format of the trial balance, the
general ledger and accounting reporting.
TMF advises one to work with a local
accounting firm in these jurisdictions so
that one can ensure full compliance with
the rules of the particular jurisdiction
in which one finds oneself. What can
one deduce from these facts? The use
of IFRSs is not as widespread as IASB
(the International Accounting Standards
Board) in London may try to make us
believe.
In the US, the story is different:
there business accountants must follow
Generally
Accepted
Accounting
Principles (GAAP) when reporting
business financials. The Generally
Accepted Accounting Principles are the
authoritative standards and rules that
govern financial accounting and reporting
by businesses based in the United States.
When one reads the financial statements
of a business, one is entitled to assume
that the business has fully complied with
GAAP in reporting its profit-making
activities, its cash flows, and its financial
position — unless the business makes
very clear that it has prepared its financial
statements using some other basis of
accounting or has deviated from GAAP
in one or more significant respects. If
GAAP are not the basis for preparing a
business’ financial statements, the business
should make very clear which other
basis of accounting is being used and
should avoid using titles for its financial
statements that are associated with
GAAP. For example, if a business uses a
simple cash receipts and cash payments
basis of accounting, it should not use the
terms income statement or balance sheet:
these terms are part and parcel of GAAP.
The basic notion behind the development
of GAAP is to measure profit and to

value assets and liabilities consistently
from business to business — to establish
broad-scale uniformity in accounting
methods for all businesses. The idea is to
make sure that all accountants are singing
the same tune from the same hymnal.
The purpose is also to establish realistic
and objective methods for measuring
profit and putting values on assets and
liabilities. Until quite recently, US GAAP
had not been gathered together into a
single document: in 2008, the Financial
Accounting Standards Board (FASB)
issued the FASB Accounting Standards
Codification, which reorganized the
thousands of US GAAP pronouncements
into roughly 90 accounting topics.
The US has been the world leader in
setting accounting standards for some
time. The American Institute of Certified
Public Accountants (AICPA) was the
first body to set accounting standards,
which were subject to regulations
promulgated by the US Securities and
Exchange Commission, the US stock
market regulator. The AICPA first
created the Committee on Accounting
Procedure in 1939 and replaced that with
the Accounting Principles Board in 1959.
In 1973, the Accounting Principles Board
was replaced by the Financial Accounting
Standards Board (FASB) under the
supervision of the Financial Accounting
Foundation with the Financial Accounting
Standards Advisory Council serving to
advise and provide input on accounting
standards. Other organizations involved
in determining United States accounting
standards include the Governmental
Accounting Standards Board (GASB),
formed in 1984 and the Federal
Accounting Standards Advisory Board
(FASAB), formed in 1990. The Financial
Accounting Standards Board (FASB) is
an independent, private-sector, not-forprofit organization based in Norwalk,
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Connecticut, that establishes financial
accounting and reporting standards for
public and private companies and not-forprofit organizations that follow Generally
Accepted
Accounting
Principles
(GAAP). FASB is recognized by the
Securities and Exchange Commission as
the designated accounting standard setter
for public companies. FASB standards
are recognized as authoritative by many
other organizations, including state
Boards of Accountancy and the American
Institute of CPAs (AICPA). FASB
develops and issues financial accounting
standards through a transparent and
inclusive process intended to promote
financial reporting that provides useful
information to investors and others
who use financial reports. The Financial
Accounting Foundation (FAF) supports
and oversees FASB. Established in 1972,
the FAF is the independent, privatesector, not-for-profit organization based
in Norwalk, Connecticut responsible for
the oversight, administration, financing,
and appointment of FASB and the
Governmental Accounting Standards
Board (GASB).
On 28th August 2018, FASB
issued two changes to its Conceptual
Framework. The earliest attempt to
develop a “conceptual framework” in the
US accounting literature was by a William
Andrew Paton, an American accounting
scholar. Both of his parents were teachers
and he married a mathematics teacher.
He began teaching at the University of
Michigan on a part-time basis in 1914
and continued to teach there full-time
until he retired in 1958. After retiring
at Michigan he taught part-time at
universities in ten states, beginning with
the University of Chicago (1959-60) and
ending with the University of Kentucky
(1968-69). In 1916, he helped found
the American Association of University
Instructors in Accounting; in 1936 the
name was changed to the American
Accounting Association (AAA); it is
a voluntary organization of persons
interested in accounting education and
research. He was elected president in
1922. He was largely responsible for the
launching of “The Accounting Review”,
in 1926, and served as both editor and
production manager for the first three
years. “The Accounting Review” was the
world’s first peer reviewed accounting
journal. His love for the English language
led to the publication in 1984 of a book
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entitled “Words! Combining Fun and
Learning”. He died on 26 April 1991
at the age of 101. In 1922, Paton wrote
a book entitled “Accounting Theory—
With Special Reference to Corporate
Enterprise” in which he presented “a
restatement of the theory of accounting
consistent with the conditions and needs
of the business enterprise par excellence,
the large corporation”. In the final
chapter of the book, he discussed a series
of basic assumptions, or “postulates,”
that underpin the structure of modern
accounting. In the journal, “The
Economics of Accountancy”, in 1929,
John B. Canning was the first to develop
and present a conceptual framework
for asset valuation and measurement
founded explicitly on future expectations.
Paton’s book was an expansion of his
doctoral dissertation at the University of
Michigan, and Canning’s was his doctoral
dissertation accepted by the University of
Chicago. Through these works, Paton and
Canning influenced many other writers
over the years. Institutional efforts in the
US to develop a conceptual framework
for business enterprises can be traced to
a 1940 monograph written by Paton and
Littleton (Ananias Charles Littleton was
an American accounting scholar and
professor of accounting at the University
of Illinois; he was a prominent educator
and researcher into the history of
accounting) monograph in 1940 and later
to the two Accounting Research Studies

by Moonitz and Sprouse in 1962-1963. A
committee of the American Accounting
Association issued an influential report
in which it advocated a “decision
usefulness” approach in 1966, which was
carried forward in 1973 by the report
of the AICPA’s Trueblood Committee.
All of this laid the groundwork for the
conceptual framework project of the
Financial Accounting Standards Board
(FASB), which published six concept
statements between 1978 and 1985. All
other accounting frameworks around the
world are based on these six statements.
On 28 August 2018, FASB issued two
changes to its conceptual framework and
also two Accounting Standards Updates.
I shall not deal with the Accounting
Standards updates in this article. FASB’s
Chairman, Russell G. Golden claimed
that “The two changes to our Conceptual
Framework will help the Board identify
and evaluate disclosure requirements
in accounting standards and clarify the
concept of materiality”. Improving the
effectiveness of disclosures has been a
goal for FASB for many years. The board
has sought to establish rules that would
result in the inclusion of the best and most
relevant information for investors while
eliminating information that is not useful
and clutters financial statements. In 2012,
Gregg Nelson, an IBM vice president,
stated in a comment letter to FASB: “The
current state of disclosure requirements
plus what is projected from the key
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convergence projects is unsustainable:
yet users continue to say they require
even more information”. In the “notes”
update, the following is stated: “The notes
should contain information about the
following matters: (a) financial statement
line items; (b) the reporting entity: and
(c) past events and current conditions
and circumstances that have not been
recognized that can affect an entity’s
cash flows. The following information
generally should not be required in the
notes: (a) assumptions and expectations
about uncertain future events that are
not reflected in financial statements; (b)
information about matters that are not
specific to the entity and are common
knowledge or attainable at little cost from
other sources and readily available from
other sources as long as a knowledgeable
user should be aware of the need for the
information and its availability. FASB
should require only information that is
relevant to existing and potential users
of the financial statements; the cost
constraint applies - that is, the benefits of
providing the information should justify
the costs of providing and consuming
it; FASB considers potential unintended
adverse consequences that may arise
from requiring certain information in
notes (legal harm: some information,
if disclosed, may subject the reporting
entity to certain legal consequences: for
example, disclosing certain information
about the reporting entity’s contract with

a counterparty may cause the reporting
entity to breach a confidentiality clause
of the contract; competitive harm: various
factors could cause competitive harm: for
example, requiring an entity to disclose
product pricing information may cause
competitive harm to the reporting entity;
reputational harm: some activities of an
entity, if made known, could cause harm
to the entity’s reputation: for example,
information about an entity’s wastedisposal practice may cause users to
reallocate resources away from the entity
and not on the basis of the returns they
expect; other economic consequences that
are not relevant to resource allocation
decisions: while general purpose financial
statements are intended for users to make
resource allocation decisions, others
may use certain information in notes
for purposes other than making those
decisions: in some cases, the unintended
use of that information may negatively
affect the entity’s ability to operate in
its economic, legal, political, and social
environments); including some types of
future-oriented information in notes may
have negative effects on the cash flow
prospects of the reporting entity and its
investors, lenders, and other creditors”.
The main amendment to Chapter
3 of Concepts Statement 8 reinstates
the definition of materiality that was
in FASB Concepts Statement No. 2,
Qualitative Characteristics of Accounting
Information, which was superseded

in 2010 by Concepts Statement 8:
“Relevance and materiality are defined by
what influences or makes a difference to an
investor or other decision maker; however,
the two concepts can be distinguished
from each other. Relevance is a general
notion about what type of information
is useful to investors. Materiality is entity
specific: the omission or misstatement of
an item in a financial report is material
if, in light of surrounding circumstances,
the magnitude of the item is such that
it is probable that the judgment of a
reasonable person relying upon the report
would have been changed or influenced
by the inclusion or correction of the
item. A decision not to disclose certain
information or not to recognize an
economic phenomenon may be made, for
example, because the amounts involved
are too small to make a difference to an
investor or other decision maker (they
are immaterial). However, magnitude by
itself, without regard to the nature of the
item and the circumstances in which the
judgment has to be made, generally is not a
sufficient basis for a materiality judgment.
No general standards of materiality could
be formulated to take into account all the
considerations that enter into judgments
made by an experienced, reasonable
provider of financial information. That
is because materiality judgments can
properly be made only by those that
understand the reporting entity’s pertinent
facts and circumstances. Whenever an
authoritative body imposes materiality
rules or standards, it is substituting
generalized collective judgments for
specific individual judgments, and there is
no reason to suppose that the collective
judgments always are superior”.
FASB states that it is issuing these
amendments to ensure that the materiality
concepts discussed are consistent with the
definition of materiality used by the US
Securities and Exchange Commission
(SEC), the auditing standards of the
Public Company Accounting Oversight
Board (PCAOB) and the American
Institute of Certified Public Accountants
(AICPA), and the United States judicial
system. Consistency is always difficult
in any situation: at least FASB is aware
that it too must sometimes go back to
what they had previously stated, in order
to be understood in exactly the same way
as other regulators and in order to avoid
useless discussions on what the meaning
of a word really is.
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ACCOUNTANTS Puzzle
By CPA Derrick Majani

Below are answers to the September - October Issue Puzzle
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For more information please contact us on:
Tel: +254 719 074215/6 Email: cpacentre@icpak.com,
memberservices@icpak.com Website: www.icpak.com

Welcome to
The 2018 FiRe AWARD
Theme: “Leveraging improved financial reporting and corporate governance
for economic growth and development in the East African region“
Conference: 15th November 2018 at Safaripark Hotel Nairobi
Gala Dinner: 16th November 2018 at Carnivore Grounds
Charges:
Conference Ticket Ksh. 10,000 • Gala Dinner Ticket Ksh. 9,500
Composite ticket Ksh. 17,000 • Corporate table (10pax) Ksh. 90,000
The Financial Reporting (FiRe) Award is the most prestigious and coveted Award
in East Africa for financial reporting. The award is presented annually during a gala
evening by the joint promoters; the Capital Markets Authority (CMA) Kenya, the
Institute of Certified Public Accountants of Kenya (ICPAK), the Nairobi Securities
Exchange (NSE) and the Public-Sector Accounting Standards Board-Kenya (PSASB).

To purchase tickets, Book online at www.fireaward.org
For sponsorship email raphael.ngulli@icpak.com
Promoters:

Sponsors:

