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EDITORIAL

Dear Reader,
Happy NewYear!

O

ur cover story focusses on
the debt burden, an issue
that has been gaining
currency for some time. A
raft of spending measures
that can be effected to handle this nagging
problem have been proposed here. The
proponent says that the function of asset
tracking and recovery should be intensified
and the proceeds should be committed
to the retirement of expensive public
debt. In this task, these agencies must be
adequately resourced to enhance efficiency
and performance. His second point is that
in dealing with wastage within government
and the overall value chain, organizations
should stop slashing County budgets
and instead address wastage within the
National Government.
He suggests that resource allocation
should take into account, the absorption
capacity of ministries and departments.
Equally, disbursements to the counties
should be made on time to enable
counties address their budget priorities
and implement planned projects. He
believes this will stem the accumulation
of pending bills. He adds that Parliament
through the House Budget Committee
should stop focusing on the expenditure
side and holding the executive hostage
without also focusing on the funding
source side of the budget. This applies to
County Assemblies that have sometimes
held County executives hostage. This has
consequently delayed approval of budgets
and affected service delivery. He says that
once the National Debt Office through the
National Treasury, publishes the Annual
Debt Management Report containing
all information on Kenya’s public debt,
Parliament should interrogate these
reports and ensure public participation
that helps Kenyans appreciate the cost and
the pace of development.

In Finance and Investment, the writer
reveals secrets that can position your
Chama for success. According to the
author, Chama’s are formed mainly by
close contacts and acquaintances. Forming
a Chama seems easy, but making it work
can be an uphill battle, particularly because
interactions between members might not
run so smoothly. To remedy this, it is best
to add members to your Chama whose
objectives are aligned with your own.
Similarly, think of some group activities
that can promote team building and
consider planning social activities where
Chama members can interact in a more
relaxed environment. At their core, Chamas
are different people pooling together to
achieve success; for the Chama to thrive,
the people involved must get along well
enough. Also, in a Chama there’s the belief
that every member’s opinion counts and
this is a good system, because it is vital to
be fair.
Meanwhile, joining the workforce today
implies working with a team of diverse
people of all ages. Apart from age
differences, what the management has to
come to terms with, is the difference in
the tastes, preferences, attitudes, mindsets,
preconceived, notions, and experiences
of different generations. Ideally, these
disparities and diversities of the workforce
can help create a highly productive
environment. Find out how to handle
differences at work, in the workplace
section.
Sameer Africa was on top of the world
when they were declared the overall
winners of the 2018 FiRe Award, having
grabbed the same position in 2017. The
Chief Guest at the FiRe Award gala, where
entities that have excelled in financial
reporting are recognized and awarded, was
CPA Obadiah Biraro, the Auditor General
of the Republic of Rwanda. He noted that

408 public sector entries participating in
2018, was a clear sign that the decision
to adopt the International Public Sector
Accounting Standards in 2014, as the
reporting framework, was having positive
results. Alongside the 408 public sector
entries, there were 95 entries from across
East Africa in the financial services sector,
industrial, commercial and services sector,
public benefits organizations, pension
schemes and learning institutions; making
the total entries 503 in 2018; there were
456 in 2017.
According to the Future of Jobs Report,
2018 by the World Economic Forum
(WEF, 2018) surveying over 15 million
employees across various industries, four
key technological advances are identified
that will shape the future of jobs by 2022:
ubiquitous high-speed mobile internet;
artificial intelligence; widespread adoption
of big data analytics; and cloud technology.
This is the thought provoking topic we
discuss in the IT segment - under the
heading; shape in or fade away.
Other exciting features in this first Journal
of 2019, show you how to ensure you have
a peaceful retirement in the inspiration
section, and the health piece explains how
your body cleanses itself. The Tipping point;
how little things can make a big difference
by Malcom Gladwell, is the book we
have reviewed for you in this magazine.
For travel, we take you to Bujumbura; the
golden gateway to Congo’s South Kivu,
while Pen off examines public perception
of the disciplinary process.
Mbugua Njoroge
Editor
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The Financial
Reporting Council
By FCPA Dr. Jim McFie

4

JANUARY - FEBRUARY 2019

Financial Reporting and Assurance

T

he
Financial
Reporting
Council (FRC) is the United
Kingdom’s
(UK’s)
and
the Republic of Ireland’s
independent
regulator
responsible for promoting high quality
corporate governance and reporting to
foster investment. It may appear strange
that I give you information about a
UK body: but as Mr Erastus Gitau, the

former Chief Executive of the Kenya
Accountants and Secretaries National
Examinations Board (KASNEB), once
said when he was interviewed on TV,
“Knowledge is universal – it does not
matter which country that knowledge
comes from”.
The FRC is a company limited by
guarantee, partly funded by government
and partly by industry (in Kenya we
would say “the industry”, but in real
English, one can speak about “the hotel
industry” – “the” is the definite article and
one is speaking about a definite industry,
but when one is speaking about industry
in general, it is simply “industry”, as it is
“society” and not, “the society”): the board
of directors of the FRC is appointed by
the UK Secretary of State for Business,
Energy and Industrial Strategy. It and
its subsidiaries have oversight and
development of corporate governance
standards in the UK and the Republic
of Ireland, such as the UK Corporate
Governance Code and standards for the
accounting industry. The FRC board
is supported by three committees: the
Codes and Standards Committee; the
Executive Committee; and the Conduct
Committee. The Codes and Standards
Committee advises the board on matters
relating to codes, standard-setting and
policy questions, through its Accounting,
Actuarial and Audit and Assurance
Councils (formerly the Audit Practices
Board). The Conduct Committee advises
the Board on matters relating to activities
to promote high-quality corporate
reporting,
including
monitoring,
oversight, investigative and disciplinary
functions, through its Monitoring
Committee and Case Management
Committee. The Executive Committee
advises on strategic issues and provides
day-to-day oversight of the work of the
FRC.
The FRC incorporates six operating
bodies: the Accounting Standards Board
(ASB) – it issues accounting standards in
the UK: it is recognised for that purpose
under the Companies Act 2006: it took
over the task of setting accounting
standards from the Accounting Standards
Committee (ASC) in 1990: the ASB
was itself taken over by the Financial
Reporting Council (FRC) on 2 July
2012; the Financial Reporting Review
Panel (FRRP) - it was established in
1990 as a subsidiary of the UK’s FRC:
it seeks to ensure that the provision

of financial information by public and
large private companies complies with
relevant accounting requirements such
as the Companies Act; the Accountancy
and Actuarial Discipline Board (AADB)
- it is an independent, investigative and
disciplinary body for accountants and
actuaries in the UK: it was formerly
known as the Accountancy Investigation
and
Discipline Board (AIDB): it
changed its name to the AADB on
16th August 2007: the AADB Scheme
establishes the framework and sets in
place the legal formalities of participation
between the AADB and the Participating
Accountancy Bodies, i.e. the Institute
of Chartered Accountants in England
and Wales (ICAEW), the Association
of Chartered Certified Accountants
(ACCA), the Chartered Institute of
Management Accountants (CIMA),
the Chartered Institute of Public
Finance and Accountancy (CIPFA), the
Institute of Chartered Accountants of
Ireland, and the Institute of Chartered
Accountants of Scotland (ICAS); the
Professional Oversight Board (POB) - it
is a UK regulatory body specializing in
the accounting, auditing, and actuarial
professions: it is an independent regulator
of corporate governance and reporting
in the UK: its purpose is to support
the FRC’s goal of investor and public
confidence in the financial governance
of business organizations: it provides
assurance that professional accountancy
bodies are properly setting standards and
enforcing discipline for their members, in
accordance with the Companies Act 2006
and with other statutory requirements: it
can carry out inspections on behalf of the
FRC, but if any shortcomings are found,
sanctions can be imposed only by the
professional bodies: if a complaint raises
concerns that a professional accountancy
or actuarial body may have breached
significantly its own standard procedures
in the handling of the complaint, the
POB will normally seek the comments
of the relevant body and look at papers
relating to the case as appropriate: the
POB will then normally write to the
complainant to tell them the outcome
of their consideration of the matter and
whether the body proposes to take any
action based on their comments: the
POB does not have the power either to
overturn any decision which the body has
made in a case or to direct how the body
should handle a case (which is strange!):
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the POB operates an Audit Inspection
Unit (AIU) that oversees audit firms and
makes recommendations for appropriate
regulatory actions by governmental
and professional authorities – the UK
equivalent of ICPAK’s Registration and
Quality Assurance Committee: as part of
its oversight of the actuarial profession,
the POB monitors the activities of
actuarial organizations with regard to the
education, discipline, ethical standards
and continuing professional development
of their members: the POB also seeks to
provide a framework for the evaluation of
the quality and effectiveness of actuarial
work; the Auditing Practices Board
(APB) - it was originally established in
1991 as a committee of the Consultative
Committee of Accountancy Bodies, to
take responsibility within both Ireland
and the UK for setting standards of
auditing with the objective of enhancing
public confidence in the audit process and
the quality and relevance of audit services
in the public interest: in 2002 the APB
was re-established under the auspices
of The Accountancy Foundation and,
following a UK government review, it has
been transferred to the FRC: its objective
has remained the same, but its remit has
been extended to include responsibility
for setting standards for auditors’ integrity,
objectivity and independence; and lastly,
the Board for Actuarial Standards – a new
body to oversee the actuarial profession.
Sir Winfried Bischoff has been Chairman
of the FRC since May 2014: he is also
the Chairman of JP Morgan Securities
plc, a Director of S&P Global Inc.
and is a member of the International
Advisory Board of Akbank TAS, Turkey.
He is a man with substantial experience
of leading complex international
committees and boards: he was previously
Chairman of Lloyds Banking Group plc
(2009-2014): he was the interim CEO
and then Chairman of Citigroup Inc
(2007-2009), the Chairman of Citigroup
Europe (2000-2009), and the CEO and
then Chairman of Schroders plc (19842000). The FRC’s Chief Executive since
November 2009 is Stephen Haddrill –
but you will read more about him below.
The working of the FRC has been
in the news recently. The 48-page “FRC
Corporate reporting thematic review:
Reporting by smaller listed and AIM
quoted companies (smaller companies)”
was issued 6th November 2018. A few
days earlier, the Financial Times (FT)

6
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The Financial
Reporting
Council (FRC)
has published
the results of its
thematic review
of reporting by
smaller listed
and AIM quoted
companies.
Whilst the
FRC identified
improvement
in the quality
of reporting,
principally by
those larger
companies
within the
sample, it
highlights
that “there is
clearly scope
for further
improvement.

reported on 29th October 2018 that “The
EY chair called for more powers for the
audit watchdog”: Steve Varley, Chairman
and Managing Partner UK & Ireland at
EY, stated that the Financial Reporting
Council ‘should have stronger regulatory
authority’. On 2nd November, the FT

announced: “UK accounting watchdog
chief to stand down”: Stephen Haddrill
will leave the Financial Reporting
Council following heated criticism. One
of the FT’s headlines on 11th November
announced: “AIM tadpoles told to
get their house in order: Accounting
watchdog loses patience with small
companies over their book-keeping” – a
rather wild claim about the FRC’s report
mentioned above. The London Stock
Exchange (LSE) explains that AIM, the
Alternative Investments Market, is the
LSE’s international market for smaller
growing companies; a wide range of
businesses including early stage, venture
capital backed as well as more established
companies join AIM seeking access to
growth capital; the LSE claims that AIM
is the most successful growth market in
the world - since its launch in 1995, over
3,600 companies from across the globe
have chosen to join AIM: powering the
companies of tomorrow, AIM continues
to help smaller and growing companies
raise the capital they need for expansion:
AIM is supported by a wide community
of experienced advisers, ranging from
Nomads and brokers to accountants,
lawyers and public relations and investor
relations firms: between 28th November
2018 and Christmas 2018, eight new
companies will list on AIM. But back to
the Financial Times for a moment: on
21st November 2018, in the accountancy
section of the newspaper appeared the
announcement: “Accounting watchdog
probes Patisserie Valerie audit: FRC
examines Grant Thornton’s work after
café chain came close to collapse”. Do we
have similar investigations in Kenya?
The headline in the “Accountancy Daily
Newsletter” of 7th November 2018 stated
with some drama: “Disclosure reporting
at small listed companies under fire:
smaller listed companies must improve
the quality of disclosures about significant
accounting judgments and errors,
and provide more transparency about
their cash flow and tax arrangements”.
Deloitte’s UKAccountingPlus had a
much more sober approach stating:
“FRC publishes the results of its thematic
review of reporting by smaller listed and
AIM quoted companies” and adding:
‘The Financial Reporting Council (FRC)
has published the results of its thematic
review of reporting by smaller listed
and AIM quoted companies. Whilst
the FRC identified improvement in the
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quality of reporting, principally by those
larger companies within the sample, it
highlights that “there is clearly scope for
further improvement”’.
The FRC analysed the reports and
accounts of 40 smaller listed and AIM
quoted companies, highlighting problems
with the quality of financial reporting in
annual reports and accounts, including
on alternative performance measures
(APMs) and the quality of Strategic
Reports; pension disclosures; accounting
policies, including critical judgments
and estimates; tax disclosures; and cash
flow statements. Around 40% of the
companies reviewed in the report were

picked up on the quality of their financials
and told to refer to correspondence with
the FRC following a restatement of one
of their primary statements, underlining
that basic errors in compliance with
accounting standards are more common
in smaller companies. Over half of all the
restatements related to misclassifications
in cash flow statements. The FRC also
said that companies needed to do more
to ensure that the classification of cash
flows complies with IAS 7 Statement of
Cash Flows and that all sections of the
report present APMs in a balanced and
transparent manner.
I could go into much more detail

about the errors picked up the FRC; that
would take up a lot of space and time:
those concerned with the details of the
report can obtain it by doing a Google
search on: “reporting by smaller listed
and aim quoted companies” (not the
report of July 1, 2016 but that of Nov 7,
2018). But it is interesting to note that
compliance with reporting regulations
is not easy anywhere in the world. Take
courage, Kenyan CPAs, by constant effort
to compete with the world you can be as
good, if not better, than the rest of the
world. Let us not leave it to our marathon
runners to prove that Kenyans have the
stamina to compete with the best.

Smaller listed
companies must
improve the quality
of disclosures about
significant accounting
judgments and errors,
and provide more
transparency about
their cash flow and tax
arrangements.
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IFRS 16 – 21ST CENTURY
ACCOUNTING FOR LEASES
By CPA Jesse Gitahi

O

n 13th 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 21st century.
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?

1. Definition of a lease

IFRS 16 focuses more on who controls
the right-of-use asset (This is where
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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, Nonlease 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
to be reported separately. Under IAS 17,
only finance lease was reported on the

Financial Reporting and Assurance

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.
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 muchneeded 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
seemed 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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THE CONTROL
ENVIRONMENT
Establish the tone at the top

I

By John Wachiuri

n 1992, the Committee of
Sponsoring Organizations of the
Treadway Commission (COSO)
developed a model for evaluating
internal controls. This model has
been adopted as the generally accepted
framework for internal control and
is widely recognized as the definitive
standard against which organizations
measure the effectiveness of their systems
of internal control.

What is COSO Framework?

The COSO model defines internal control
as “a process, effected by an entity’s board
of directors, management and other
personnel, designed to provide reasonable
assurance of the achievement of objectives
in the following categories:
• Effectiveness and efficiency of
operations
• Reliability of financial reporting
• Compliance with applicable laws and
regulations”
The 5 COSO components include:
1. Control Environment
2. Risk Assessment
3. Control Activities
4. Information and Communication
5. Monitoring
This article will dwell on one of the
five components which is the Control
Environment.
The COSO framework states that
the control environment is the set of
standards, processes, and structures that
provide the basis for carrying out internal
control across the organization.
The Institute of Internal Auditors
defines the control environment as the
foundation on which an effective system
of internal control is built and operated in
an organization that strives to;
i. Achieve its strategic objectives,
ii. Provide reliable financial reporting to

10
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internal and external stakeholders,
iii. Operate its business efficiently and
effectively, (4) comply with all applicable
laws and regulations, and
iv. Safeguard its assets.
The board of directors and senior
management establish the tone at the
top regarding the importance of internal
control including expected standards
of conduct. Management reinforces
expectations at the various levels of the
organization. The control environment
comprises the integrity and ethical values
of the organization; the parameters
enabling the board of directors to carry
out its governance responsibilities; the
organizational structure and assignment
of authority and responsibility; the process
for attracting, developing, and retaining
competent individuals; and the rigor
around performance measures, incentives,
and rewards to drive accountability
for performance. The resulting control
environment has a pervasive impact on
the overall system of internal control.
Principles relating to the Control
Environment component:
1. The organization demonstrates a
commitment to integrity and ethical
values.
2. The board of directors demonstrates
independence of management and
exercises oversight for the development
and performance of internal control.
3. Management establishes, with board
oversight, structures, reporting lines, and
appropriate authorities and responsibilities
in the pursuit of objectives.
4. The organization demonstrates a
commitment to attract, develop, and
retain competent individuals in alignment
with objectives.
5. The organization holds individuals
accountable for their internal control

Business and Practice development

responsibilities in the pursuit of objectives.
Principle
1:
The
organization
demonstrates a commitment to integrity
and ethical values

Points of Focus

The following points of focus may assist
management in determining whether this
principle is present and functioning:
• Sets the Tone at the Top
The board of directors and management
at all levels of the entity demonstrate
through their directives, actions, and
behavior the importance of integrity and
ethical values to support the functioning
of the system of internal control.
Management and the board of directors
or equivalent oversight body are expected
to lead by example in developing values, a
philosophy, and an operating style for the
organization.
• Establishes Standards of Conduct
The expectations of the board of directors
and senior management concerning
integrity and ethical values are defined
in the entity’s standards of conduct and
understood at all levels of the organization
and by outsourced service providers and
business partners.
• Evaluates Adherence to Standards of
Conduct
This is to ensure that processes are in place
to evaluate the performance of individuals
and teams against the entity’s expected
standards of conduct.
• Addresses deviations in a Timely
Manner
This relates to deviations of the entity’s
expected standards of conduct are
identified and remedied in a timely and
consistent manner.
Principle 2: The board of directors
demonstrates
independence
from
management and exercises oversight of
the development and performance of
internal control.

Points of Focus

The following points of focus may assist
management in determining whether this
principle is present and functioning:
• Establishes Oversight Responsibilities
The board of directors identifies and
accepts its oversight responsibilities in
relation to established requirements and
expectations.
• Applies Relevant Expertise
The board of directors defines, maintains,
and periodically evaluates the skills and
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expertise needed among its members to
enable them to ask probing questions
of senior management and take
commensurate actions.
• Operates Independently
The board of directors has sufficient
members who are independent from
management and objective in evaluations
and decision making.
• Provides Oversight for the System of
Internal Control
The board of directors retains oversight
responsibility for management’s design,
implementation, and conduct of internal
control
Principle 3: Management establishes,
with board oversight, structures, reporting
lines, and appropriate authorities and
responsibilities in the pursuit of objectives.

Points of Focus

The following points of focus may assist
management in determining whether this
principle is present and functioning:
• Considers All Structures of the Entities
Management and the board of directors
consider the multiple structures used
(including operating units, legal entities,
geographic distribution, and outsourced
service providers) to support the
achievement of objectives.
• Establishes Reporting Lines
Management designs and evaluates lines
of reporting for each entity structure
to enable execution of authorities and
responsibilities and flow of information
to manage the activities of the entity.
• Defines, Assigns, and Limits Authorities
and Responsibilities
Management and the board of
director’s delegate authority, define
responsibilities, and use appropriate
processes and technology to assign
responsibility and segregate duties as
necessary at the various levels of the
organization:
Board of Directors
Retains authority over significant
decisions and reviews management’s
assignments and limitations of authorities
and responsibilities.

Senior Management

Establishes directives, guidance, and
control to enable management and other
personnel to understand and carry out
their internal control responsibilities.

Management

Guides and facilitates the execution of
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senior management directives at entity
and its subunits.

Personnel

Understands the entity’s standard of
conduct, assessed risks to objectives,
and the related control activities at their
respective levels of the entity, the expected
information and communication flow,
and monitoring activities relevant to their
achievement of the objectives.

Outsourced Service Providers

Adheres to management’s definition of
the scope of authority and responsibility
for all non-employees engaged.
Demonstrates
Commitment
to
Competence
Principle
4:
The
organization
demonstrates a commitment to attract,
develop, and retain competent individuals

in alignment with objectives.

Points of Focus

The following points of focus may assist
management in determining whether this
principle is present and functioning:
• Establishes Policies and Practices
Policies and practices reflect expectations
of competence necessary to support the
achievement of objectives.
• Evaluates Competence and Addresses
Shortcomings
The board of directors and management
evaluate
competence
across
the
organization and in outsourced service
providers in relation to established policies
and practices, and acts, as necessary to
address shortcomings.
• Attracts, Develops, and Retains
Individuals
The organization provides the mentoring
and training needed to attract, develop,

Business and Practice development

The COSO framework states that
the control environment is the set of
standards, processes, and structures that
provide the basis for carrying out internal
control across the organization.

and retain sufficient and competent
personnel and outsourced service providers
to support the achievement of objectives.
• Plans and Prepares for Succession
Senior management and the board of
directors develop contingency plans for
assignments of responsibility important
for internal control.
Principle 5: The organization holds

individuals accountable for their internal
control responsibilities in the pursuit of
objectives.

Points of Focus

The following points of focus may assist
management in determining whether this
principle is present and functioning:
• Enforces Accountability through

Structures,
Authorities,
and
Responsibilities.
Management and the board of directors
establish the mechanisms to communicate
and hold individuals accountable
for performance of internal control
responsibilities across the organization and
implement corrective action as necessary.
• Establishes Performance Measures,
Incentives, and Rewards
Management and the board of directors
establish
performance
measures,
incentives, and other rewards appropriate
for responsibilities at all levels of the
entity, reflecting appropriate dimensions
of performance and expected standards of
conduct, and considering the achievement
of both short-term and longer-term
objectives.
• Evaluates Performance Measures,
Incentives, and Rewards for Ongoing
Relevance
Management and the board of directors
align incentives and rewards with
the fulfillment of internal control
responsibilities in the achievement of
objectives.
• Considers Excessive Pressures
Management and the board of directors
evaluate and adjust pressures associated
with the achievement of objectives as
they assign responsibilities, develop
performance measures, and evaluate
performance.
• Evaluates Performance and Rewards or
Disciplines Individuals
Management and the board of directors
evaluate performance of internal control
responsibilities, including adherence to
standards of conduct and expected levels
of competence and provide rewards or
exercise disciplinary action as appropriate.
Some of the challenges associated with
failure of local firms are related to collapse
of control environment. Cases in point
include Banks which have been placed
under receivership which include Chase
Bank, Dubai Bank and Imperial Bank.
It is therefore imperative that the Board
and Senior Management sets the right
tone at the top in order to enhance the
control environment of the organization.
The companies that have failed have
clearly demonstrated that there is a direct
correlation between control environment
and financial performance of any
organization.
jmwachiuri@gmail.com
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SEVEN SECRETS
TO POSITION YOUR
CHAMA FOR SUCCESS
By Karumba Kinyua

T

he power of effective investing
is a proven way to achieve long
term success for individuals
and investment groups alike.
“We started out as friends; we
used to go out and hang out together all
the time. Spend the little money we had
at the time frivolously then go back home
to our financial struggles. One fateful
day however, a spirited discussion about
investment and being successful in life led
to the inception of a Chama.

Our Chama became our pride
and joy

At the time being in a Chama was all
the rage and we were convinced that
soon enough we would be rich beyond
our imagining. Initially, members were
committed and contributions were paid
punctually. “It’s going so well” we used
to say to one another with pride. The
membership list grew longer and in no
time we had saved up enough to purchase
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a prime piece of land (near the famed
SGR). Our stars were aligned!

The Disillusionment

Evidently being in a Chama was a
straight path to success; or so it seemed.
Suddenly we’d hit a bump in the road and
things started to unravel one at a time.
Many of the members faced hardship
in their personal and professional lives
and this affected the Chama. Some of
the entrepreneurs amongst us ran out of
business while others lost their jobs and
contributions started to falter. Faithful
Faith (as we’d call her) a high-flying
accountant was raising a young family and
had quite a bit of debt when she lost her
job. The Chama couldn’t help her much;
most of our investments were tied up in
real estate and shares. So she decided to
leave and unfortunately she was not the
only one.
“So where does this leave our Chama?
Meetings are few and far between.

It’s only a handful of us left devotedly
attending meetings and making timely
contributions.” To make matters worse,
the little money left idly lying in the bank
could not be lent to members in need
because there was no indication that they
would be able to pay it back. Our yield
from investment in shares has not been

Finance and investment

enough to satisfy the need for cash for so
many of the members. Regrettably, the
shares we bought decreased in value so
much so, that we no longer spoke of them.
Recently, there has been talk of closing
the Chama amongst members. But I feel
differently. A Chama is not just about
the money, the bond we’ve formed in
our interactions during the meetings and
the support we have offered each other
in hard times must count for something.
At a crossroads, I fear leaving the Chama
may cause it to collapse completely or
maybe our luck might change and we’ll
be able to survive this storm and reach our
ambitions.”

Situation Review

This anecdote represents the fate of
many Chamas. Unable to move forward
and struggling to stay relevant; this need
not be the case. But how does a Chama
overcome this state of despair? From
my analysis, sound investment skills
are one of the most crucial elements in
any Chama and are critical for success.
Interestingly, many Chamas consist of
members with backgrounds in finance and
entrepreneurship but still a knowledge
gap exists on how to invest successfully
and prepare the Chama to survive tough
economic times.

The Recipe for Success

Firstly, one the biggest issues facing
Chamas is a lack of strong leadership. To
overcome this, many successful Chamas
have established formal leadership
positions that members can be appointed

to. Electing fitting Chama officials is
fundamental for success. For instance;
the chairman of the Chama would be
a formidable member with exceptional
leadership skills, a secretary, and possibly
an accountant to keep track of the
financial matters.
The second key to success is mentorship.
An effective leadership structure is good
but not good enough. You will need some
professional assistance from tried and true
investment professionals. Investing is not
a simple art form and for your Chama to
grow you will require competitive interest
rates on your investments. This is where
the professionals come in to guide you
and prepare you for hard times. Engaging
investment professionals will ensure
that the Chama’s contributions are well
invested and as a result this financial
knowledge will lay a strong foundation
for success.
Group dynamics is also a major point
of concern. Chama’s are formed mainly
by close contacts and acquaintances.
Forming a Chama seems easy enough but
making it work can be an uphill battle
particularly because interactions between
members might not run so smoothly. To
remedy this, it is best to add members to
your Chama whose objectives are aligned
with your own. Similarly, think of some
group activities that can promote team
building and consider planning social
activities where Chama members can
interact in a more relaxed environment.
At their core Chamas are different people
pooling together to achieve success; for
the Chama to thrive the people must get
along well enough.
The fourth component would be
drafting a constitution. This does not
have to be a complicated document and
when done well, can be a guiding light to
resolve many of the issues that may arise
in future. Making a constitution shouldn’t
be fancy or costly and with the help of a
financial professional it will be done in no
time.
Setting economic objectives from the
very beginning will help your Chama
stay on track to realize your ambitions. A
strategic plan will be an excellent guide
towards accomplishment but similarly it
is essential to have a number of goals to
reach for. Create a long-term plan that
documents what the members hope to
achieve in the long-run. Planning makes
it easier to identify opportunities and to
ascertain which strategies are suitable for

the specific objectives.
Make prompt decisions. In a Chama
there’s the belief that every member’s
opinion counts and this is a good system
because it is imperative to have fairness.
The predicament is with the time lag; it
takes long to gather every single person’s
input before making a financial decision.
In investment, making swift decisions can
be the difference between “winning the
lottery” and losing all your contributions.
The difference between selling KQ shares
at ksh.120 and selling them at ksh.20
not long afterwards. Basically, a Chama
is an investment group and with the
right professional advice, the only issue
that remains is making timely decisions.
Select a few members who are well versed
in investing to form an “investment
committee”. This will make it easier to
make decisions quicker when you need to.
Last but not least, diversify the Chama’s
investment portfolio. When it comes
to investment strategy, diversification is
critical because of the fast-paced nature of
the current financial climate. Buy parcels
of land, but not only that, add some
shares, a unit trust is also a good idea,
and how about some government bonds.
Mixing up different investment elements
will protect the Chama from extremities
as well as allow it access to the different
opportunities in the market.

Parting shot…

Finally, sound advice is essential for
continuous success. The investment world
is complex but the most essential success
keys are simple. Choose a leadership
strategy, seek professional advice, make
the effort to get along as members,
draft objectives and a constitution-style
document, make timely decisions, and
have a diversified investment portfolio.
Ultimately, you have to start with the
problems you are trying to solve. Begin
with the key performance indicators, the
insights you have generated from being
together as a Chama and then move on to
implementing. May be then your dreams
will come true, for as it’s said, all dreams
are valid.

Happy investing!

Karumba Kinyua is the Managing Partner
of PineHill Consulting a Nairobi-based
Investment, Strategy and Risk consulting
firm.
info@pinehillconsulting.co.ke
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INTEGRATED THINKING

A moment of institutional self-reflection
By CPA (Dr.) David Mathuva

W

hen I attended an
Africa
Integrated
Reporting Conference
hosted at the Hilton
Hotel, Nairobi Kenya
on October 9, 2018, there was no doubt
that there needs to be heightened efforts
to get companies to embrace sustainability
and integrated thinking in their corporate
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activities. This has to be done both in act
and in deed, not mere reporting of “some”
of the engagement in sustainability
aspects which the company may want to
report on, for their convenience.
Embracing integrated thinking is very
much akin to embracing the sustainable
development goals, which we all know are
17 in number. Very important to note are

SDGs numbers 6, 7, 9, 11, 13, 14 and 15. I
do not mean that the other SDGs are not
important, the selection is based on what
companies need to practice and strive to
achieve as they run their activities.
Companies
need
to
embrace
integrated thinking in their activities. It
is disheartening to see the threats posed
to the environment by what companies

Management

<IR> encourages integrated
thinking in organizations. It
requires companies to adopt a
holistic, longer-term view of the
entity that brings together the
various facets in the organizations
into an integrated whole.
engage in. Case in point; the release
of plastics and plastic products to
the environment. A study by Ellen
MacArthur Foundation projects
that there will be more plastic in
the world’s oceans than the fish by
2050. It is held that in every minute,
refuse amounting to a truck’s worth
of plastic is released into life on land
(SGD #15) which later finds its way
into the ocean (SDG #14). This
situation does not get any better as
each day goes by. Really sad for the
world that we live in today.
Source: Washington post: Nearly
all of the world’s seabirds have
eaten plastic, study estimates
These reports call for a close look
on what nations across the globe
are doing in relation to taking the
sustainability agenda seriously into
action. This speaks to the adoption
of integrated thinking and reporting
(IT&R) by companies across the
world. I refer to a true and honest
adoption of IT&R by companies
and nations world over. So far, we are
aware that in Africa, South Africa
has mandated its listed companies
to adopt integrated reporting <IR>.
This is a laudable effort, because
it means that all listed companies
in South Africa have to apply and
explain their <IR> adoption status.
The essence of this is a disclosure
of the company’s engagement along
the so called “Six Capitals” by the
Integrated
Reporting
Council
(IIRC). The six capitals touch on
(i) financial, (ii) manufactured, (iii)
intellectual, (iv) human, (v) social
and relationship, and (vi) natural.
The Public Finance International
presents the six capitals alongside an

input-output model.
Source: Rummey, Emma (2016),
IIR, and the World Bank
<IR>
encourages
integrated
thinking in organizations. It requires
companies to adopt a holistic,
longer-term view of the entity that
brings together the various facets in
the organizations into an integrated
whole. Very critical to this is the
manner in which <IR> speaks to
the business model – which entails
a consideration of the risks and
opportunities, mission and vision,
strategy and resource allocation,
outlook, and performance. We
expect real outcomes upon deploying
the six capitals into the IT&R
approach. The outcomes should
be manifested from a financial,
operational, social, environmental,
and other performance angles. As
such, it is really important that an
organization truly embraces this new
phenomenon.

Call for Action

The key question however is, are
companies and organizations world
over truly living to the spirit and
letter of IT&R? If yes, to what
extent? And why do we still have
plastics in the ocean? Why do we
have polluted rivers with us? If no,
how committed are we as citizens of
this world and socially responsible
organizations that care for this planet
earth? These are key questions which
need closer and deeper reflection.
We need to see more efforts being
made to diffuse IT&R in our people
and our organizations.
dmathuva@gmail.com
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STRATEGY OR STRUCTURE?
Which one comes first?
By CPA Emmanuel Adoli

T

his has been an ongoing debate
for a long time, much like the
case of the chicken and the
egg. The chicken and the egg
dilemma is a causality dilemma
brought about by the fact that all chicken
hatch from eggs and all chicken eggs are
laid by chickens. In line with this dilemma,
many strategists, managers and scholars
have differed on this subject. Some view
that strategy influences structure while
others view that structure precedes
strategy. Another school of thought is that
structure and strategy follow each other
dynamically.
Let us begin by definition. Strategy
refers to the method employed to
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enable achievement of an objective.
An organization can have short term,
medium term and long term strategies.
The short term strategies should support
the medium term strategies, which should
in turn support the long term strategy.
Structure refers to how elements within
the organization are arranged so as to
ensure the organization works as one
system. Structure involves the hierarchy,
roles and responsibilities assigned to
different members of the organization.
Structure exists so as to avoid duplication
of roles and wastage of resources.
Strategy and structure are used
together so as to achieve organization
goals. Strategy helps the organization

to develop a structure that supports
execution of the strategy. Once the
strategy is formulated, the organization
gets a clear sense of direction. The
elements within the organization are then
aligned so as to ensure the objective is
achieved. Responsibilities are allocated,
branches opened, working teams/ groups
are formulated and targets are set. Some
strategies lead to massive recruitment of
staff depending on the set objectives.
It takes the right structure for the
organization strategy to succeed. Before
beginning to direct people on what to
do, management should first examine
the structure in place (how things have
been working). Even though tasks may
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be carried out individually, they need
to be linked in a way that supports the
organization strategy. The structure of
the organization enables the strategy to
be communicated effectively. Different
departments break down the strategy so
that every member of the organization is
given a role to play.
An organization may have a strategy
of setting up an online shop for making
sales online. The organization will have to
set up an IT department if there was none,
or expand the structure to accommodate
website experts. A bank might be
interested in penetrating a particular
market. The bank will set up a branch in
that area and employ staff to handle new
and prospective clients. The structure
will change to suit the new strategy e.g.
establishing internal audit department to
monitor the branch activities. A company
might want to launch a new product.
This will call for a new department with
its own structure so as to manage the
product.
For a long time strategy and structure
had been treated separately. It was widely
thought that structure is just important
for improving efficiency, reducing cost,
and encouraging teamwork, terminate
or redeploy members of staff. However
structure has to be considered when
developing strategy because employing
a new strategy and retaining the old
structure may cause the organization to
slowly revert back to the old strategy.
While most strategists, managers,
consultants and scholars argue that
the structure follows strategy, there are
instances where structure influences
strategy formulation
In case of merger or acquisition, the
anticipated change in structure will affect
the organization strategies of the two
organizations. In this case strategy will
follow structure. Both organizations will
work together to formulate new strategies
including definition of objectives. Barclays
Bank of Kenya (BBK) was recently
acquired by ABSA group from South
Africa. This definitely affects the strategy
of BBK as it will have to contribute to the
long term strategy of ABSA. ABSA on
the other hand, has to develop strategies
to penetrate the Kenyan market since it is
a new entrant.
When a new product is launched, it is
usually an entrepreneurial idea being tried
by the organization. Depending on how
the product performs, the product could

Strategy and
structure are
used together
so as to achieve
organization
goals. Strategy
helps the
organization
to develop
a structure
that supports
execution of the
strategy. Once
the strategy is
formulated, the
organization
gets a clear
sense of
direction.

influence change of strategy for the firm.
A good example is the M-Pesa product by
Safaricom. This is a mobile money service
that was originally an idea to provide
microfinance loans using mobile phones.
Upon trial in the market, something else
was noted, that people were borrowing
so as to send money to their friends and
relatives in the rural areas. Since people in
rural areas did not have access to financial
services, M-Pesa provided an instant
solution to hundreds of Kenyans wishing
to transmit money to their loved ones in
the rural areas. Immediately Safaricom
recruited a large number of agents spread
across different towns and streets. The aim
was that a customer could visit an agent
with cash and the agent converts the
cash into float by transferring money to
the customer’s phone. The customer then

could be able to send money to another
person at low transaction costs.
Changes in market and trends may
force the organization’s structure to
change. As this happens the organization
may be forced to change its strategy so as
to survive. An organization with a rigid
structure may find it difficult to achieve
its objectives and will eventually be forced
to leave the market, however sound its
strategy is. A good example is the mobile
phone manufacturer Nokia. The world
moved past Nokia and it had to close
and sell the mobile phone business to
Microsoft. This forced Nokia to remove
mobile phones’ business from its strategy.
Currently Nokia concentrates on the
Telecom infrastructure business.
Change in management- Structural
changes in management can have an
impact on the strategy of an entity. The
appointment of a new CEO may lead to
the CEO enforcing strategic change in
the organization. In a county for example,
when a new government is elected,
the new government may come with a
new manifesto and this means strategic
change for the country. A new cabinet
secretary (previously ministers) might
come up with new strategies that had not
been employed before.
When executives develop corporate
strategy, they analyze the environment
in which they operate. Such analysis
includes analysis of strengths, weaknesses,
opportunities and threats (SWOT
analysis). This means that an organization’s
strategy is determined by its environment.
The environment is made of basic
structural factors such as the number
of suppliers and buyers and barriers to
entry. The structure of the industry also
has a huge bearing on the organization’s
strategy since the organization may be
forced to operate within set confines. For
example, a bank cannot strategize to carry
out transportation business since it is not
licensed to carry out such activities.
REFERENCES
https://www.researchgate.net/post/What_
is_the_relationship_between_structure_
and_strategy
https://richardshrapnel.com/structurebefore-strategy-always/
Hbr.org/2009/09/how-strategy-shapesstructure
www.vodafone.com/content/index/what/
technology-blog/m-pesa-created.html#
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TAXING

SMALL BUSINESSES
By Ernest Muriu Partner

The Presumptive tax

S

mall businesses are usually
difficult to manage due to
limited revenue potential.
This is a highly heterogeneous
group, comprising ‘micro’
businesses (e.g. street traders, subsistence
farmers, start-ups by professionals) with
limited ability to pay tax. (IMF, 2011).
According the Budget Statement (FY
2018/19) given by the Cabinet Secretary
to the Treasury, turnover tax, introduced
by The Finance Act 2006, that taxed the
informal sector, was largely unsuccessful
as the levels of compliance remained low
due to the profile of the sector.
Arising from the above, the Finance
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Act 2018 introduced a presumptive tax
to replace turnover tax which shall be
payable with effect from the 1st January
2019. This tax, just like the previous
turnover tax, seeks to tax small business
resident in Kenya whose total sales in a
year of income does not exceed KShs 5
million. It is computed based on 15% of
the county government business permit
or trading license fee and payable at
the time of payment of the permit or
license fee and shall be final. As such,
the Commissioner shall not assess tax for
that portion of income which has been
subject to presumptive tax. Any person
liable to pay presumptive tax can opt-out

by a written notice to the commissioner,
in which case the other provisions of the
Income Tax Act shall apply.
It’s expected that the informal sector
shall contribute towards the economic
agenda of the country. The Act, however,
does not define what the informal
sector is and the law further states that
presumptive tax shall not be applicable to
management and professional services.
Additionally, Section 2 of the
Income Tax Act defines “management
or professional fee” to mean a payment
made to a person, other than a payment
made to an employee by his employer, as
consideration for managerial, technical,
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agency, contractual, professional or
consultancy services however calculated.
This definition has a very broad scope as
it captures nearly any services offered by
the informal sector, which presumptive
tax seeks to shield from other provisions
of the Act. This puts in jeopardy small
services providers such as motor vehicle
mechanics, hair dressers, and beauty
therapists, welders, plumbers, masons,
carpenters or physiotherapists. This may,
in my view, put TEVT programs at risk.
The broad exclusion may result in the
risk of distracting the tax administration
from more critical tasks, by focusing on
stratification of excluded parties from
those who qualify from presumptive

tax, with the same level of success as
the now abolished turnover tax. This is
accompanied by attendant compliance
costs, exposure to bribery or harassment
and motivation to remain as ‘ghosts’. In
addition gathering of information useful
for eventual graduation to the standard
tax system may not be realised (IMF,
2011).
In conclusion, it would be advisable
to redefine the exclusion criteria to avoid
excluding persons the provisions of the
presumptive tax intended to cover or
capture. Therefore, securing participation
of small traders in tax contribution.
A further possible recommendation
would be for the government to

consider reintroducing the turnover
tax as a second tire tax as a percentage
of turnover, for those whose sales are
between KShs 5 million and 10 million
to enable businesses to graduate from
the presumptive tax level. The VAT law
may be reviewed to increase its minimum
registration threshold to KShs 10 million
to reflect this proposal.
Works used
IMF. (2011). Revenue Mobilization in
Developing Countries. IMF Fiscal Affairs
Department.
accountantsernest@ernestandmartin.com
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TO TAX OR NOT TAX,
AND WHAT TAX?
By CPA Frederick Ukongo

S

hould additional revenue be
raised by introducing a valueadded tax, increasing income
tax rates, or by enforcing the
existing income tax more
effectively? Should the attempt to tax
income progressively be abandoned?
Should the income tax be scrapped
entirely, and replaced with a consumption
tax? (Slemrod, 1990)
The above questions raised by Joel
Slemrod many years ago are still valid
today as they were then. These are the
same questions the Cabinet Secretary
National Treasury and his team must have
pondered upon and indeed any one tasked
with the noble duty of revenue generation
in any government. Guided by the
pronouncement of Slemrod and others
we went out to find out what others have
said about income taxes and consumption
taxes. The motive is to compare what
Kenyans had to say on introduction of
8% VAT on fuel and the 1.5% housing
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development levy on employment income
and other recently introduced taxes
against the position of experts.
The problems that stem from the
difficulty of measuring income have led
some scholars (notably Bradford, 1980)
to advocate the scrapping of income
taxation in favor of a consumption-based
tax. Of course, the change from an income
tax to a consumption tax might also be
supported on optimal taxation grounds,
depending on the nature of utility
functions. Bradford argues that, because
consumption is easier to measure than
income, a consumption tax is superior.
Graetz (1979) and the American Bar
Association (1985), though, conclude
that a consumption tax would not
be significantly less complex than a
comprehensive income tax. There is a wellunderstood economists’ case for a valueadded tax (VAT). As a consumption tax,
a VAT would not impose the bias against
saving that is inherent in income taxation

and could therefore help promote capital
formation and economic growth. Against
this advantage must be weighed possible
disadvantages resulting from higher
administrative costs and greater difficulty
in providing an acceptable degree of
progressivity to the overall tax-and-transfer structure as well as the possible
political costs (or benefits, depending
on one’s point of view) of a tax that
is relatively invisible and thus easy to
raise(Feldstein & Krugman, 1990).
In my own considered opinion, I
would agree with Feldstein and Krugman,
the assertion that lowering or eliminating
income taxation and replacing it with
a consumption tax would see increased
savings. Lowering or eliminating income
taxation leads to more disposable income
and hence households are able to save
more. Savings helps in capital formation.
A good thing for economic development.
More savings will definitely lead to more
investment and in turn more activity in
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the economy. This would mean more jobs
and hence reduction in our high levels of
unemployment.
Guided by the foregoing and looking
at the new tax on employment income i.e
the 1.5% levy for housing development; I
would say that the idea is good. To have a
fund that will see the country reduce the
demand for housing over time is a plus. I
however, would agree with many Kenyans
that the tax shouldn’t have been imposed
on employment income, which is already
highly taxed. In my opinion, time has
come to rethink the current rates and
maybe lower them. Lowering the rates
will yield the already outlined benefits
aforementioned. This is supported by
the following; Engen & Skinner (1996),
“By now, a presidential campaign is
incomplete without at least one proposal
for tax reform. Recent proposals suggested
that by reducing marginal tax rates, or by
replacing the current federal income tax
with a consumption type tax, the United
States can experience increased work
effort, saving, and investment, resulting in
faster economic growth.”
Conventional economic wisdom holds
that consumption taxes are passed forward
to the consumer (viz. Pechman, 1985).
Poor people spend greater percentages
of their annual income on consumption
and thus would pay a greater percent- age
of their income on the VAT tax. In other
words, the VAT would be regressive.’ In
recent years, the perception that a VAT
(as well as other consumption taxes)
would be regressive has been questioned
by researchers who have conducted tax
incidence analyses using a consumption
measure to proxy for life- time income
(e.g., Poterba, 1989, 1991; and Metcalf,
1994a). They have found considerably less
regressivity of consumption taxes.
In Kenya those in formal employment
are subject to income tax and definitely
like any other Kenyan are subject to
any other consumption taxes. Those in
informal employment or in business are
only subject to the consumption taxes
levied upon consumption. They are not
subject to the income tax, except of course
businesses (formal) that are subject to
corporate tax. This scenario may have
informed the proposal to levy VAT at 16%
on fuel which was later reduced to 8% and
passed into law. This, with an objective
to widen the tax base. My take is that
the new 8% VAT on fuel is the solution
to the current unequal tax burden. It

The most
powerful way
for taxation
to respond to
the challenges
of a dynamic
environment
is to make an
individual’s taxes
in any given year
a function of
that individual’s
income history.

would have been even much better if
the employed were exempt from the 8 %
Fuel VAT. At the risk of getting myself
beaten senselessly, I support it since it
will affect all Kenyans (if it only excluded
those subject to PAYE and if we didn’t
have many other levies incorporated in
fuel pricing already). It will definitely see
many more contributing to the exchequer.
Mankiw, Weinzierl & Yagan (2009)
“In practice, value-added taxes are laden
with exceptions and rules that violate
the guidelines of optimal tax policy. For
example, nearly every country exempts
from the value-added tax some “basic
goods,” such as food. While the motive
behind these exemptions is lowering the
tax burden on low-income individuals,
Atkinson and Stiglitz (1976) suggest
that there are better mechanisms, such
as redistributive income taxation, for
achieving that goal. On the whole,
however, the large and growing
importance of value-added taxes suggests
that policymakers have internalized
certain lessons of optimal tax theory with
regard to commodity taxation.”
Ziliak & Kneisner (2004), “Unlike
labor supply, there is comparatively
little research on how income taxes
affect consumption expenditures, either
independently or in conjunction with

labor supply choices. Most of this
work has focused on the consumptionsmoothing aspects of distortionary
income taxation (Auerbach and Feenberg
2000; Kniesner and Ziliak 2002; Low
and Maldoom 2004; Strawczynski 1998;
Varian 1980). Empirical work addressing
the effects of income taxes on labor supply
in a framework that simultaneously
models the consumption decision has
been nonexistent.”
The most powerful way for taxation to
respond to the challenges of a dynamic
environment is to make an individual’s
taxes in any given year a function of that
individual’s income history. Historydependence allows the tax system to do
two things: First, it can treat an individual’s
evolving path of income, in combination
with that individual’s place in the lifecycle, as a signal of the individual’s
place in the ability distribution. Second,
it can design sophisticated taxes that
include interdependence among sources
of income. For example, two individuals
with similar current ability may have very
different levels of savings, and optimal
policy may wish to take that into account
(Mankiw et.al ,2009)
Following the outcry by Kenyans on
the introduction of the new taxes and the
fact that the Kenyan public is dynamic,
then we may need to adopt Mankiw’s
proposal. Maybe, just maybe this will
eliminate most of our problems. It may
ensure a balance between income taxes
and consumption taxes. It may ensure that
the working class is not overburdened as
is the case currently. It may ensure that all
those who are outside the tax bracket are
brought in, especially, the informal sector
which is churning millionaires by day.
Ultimately it may mean more revenue and
hence higher economic growth.
In conclusion, I think the miracle
lies in doing proper research and taking
informed decisions; especially before
deployment of any new tax policy.
Scrapping income taxes in favour of
consumption taxes may not be a viable
idea just yet. The research will may be
yield something close to the one proposed
by Mankiw and team and may be winning
tax payers to appreciate and embrace the
idea. This would change the story that
taxes are a burden, especially if and when
the leakages and misappropriations are
also arrested.
ukongofrederick@yahoo.com
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Governance

INSTITUTIONALIZING
GOOD CORPORATE GOVERNANCE
By CPA Felix Nasubo
A catalyst for growth
Corporate governance refers to the
establishment of an appropriate legal,
economic and institutional environment
that allows companies to thrive as
institutions for advancing long-term
shareholder value and maximum humancentered development while remaining
conscious of their other responsibilities
to stakeholders, the environment and the
society in general.
The Global Corporate Governance
Forum notes in its mission statement
that:
“Corporate Governance has become
an issue of worldwide importance. The
Corporation has a vital role to play
in promoting economic development
and social progress. It is the engine of
growth internationally, and increasingly
responsible for providing employment,
public and private services, goods
and infrastructure. The efficiency and
accountability of the corporation is now a
matter of both private and public interest,
and governance has, thereby, come to the
head of the international agenda.”
In Kenya, there exists a corporate
governance framework anchored in
the mwongozo code of Governance
which was launched by H.E President
Uhuru Kenyatta in January, 2015. This
was a product of joint committee of
Public Service Commission and State
Corporations Advisory Committee
(SCAC) jointly chaired by Head of
Public Service Joseph Kinyua and
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the former Chairperson of PSC Prof.
Margret Kobia. The code seeks to put
in place various governance principles
under which state corporations are to
be operated in executing their functions.
While launching the code, the President
in his speech noted, ‘By adopting a
transformational mindset in the way
business is conducted, Government
expects the entities it owns to promote
and accelerate economic growth and
development, and to drive the social
and economic transformation in
Kenya. These state corporations need
to support our efforts by building the
institutional and technical capacity of
the state in facilitating and promoting
national development; supporting the
creation of employment opportunities in
diverse sectors across the entire country
and supporting the nation’s regional
integration initiatives and international
partnerships’.
Need for good corporate governance
It is therefore important to note that
for a country to run its business process
efficiently and be able to compete
globally, there needs to be in place, a
good governance framework under which
enterprises both private and public must
operate. Good Corporate Governance is
necessary in order to:
• Attract investors – both local and
foreign – and assure them that their
investments will be secure and efficiently
managed, and in a transparent and
accountable process.

• Create competitive and efficient
companies and business enterprises.
• Enhance the accountability and
performance of those entrusted to
manage corporations.
• Promote efficient and effective use of
limited resources.
Pillars of Good Governance
These are the four pillars on which good
governance is framed:
(a) There must be an effective body
responsible for governance separate and
independent of management to promote:
• Accountability [leadership that must be
ready to account]
• Efficiency and effectiveness [hence
leadership for results]
• Probity and integrity [hence leadership
that is honest, faithful and diligent]
• Responsibility [hence leadership that
is capable, responsible, representative and
conscious of its obligations]
• Transparent and open leadership
with accurate and timely disclosure of
information relating to all economic and
other activities of the corporation.
(b)There must be an all-inclusive
approach to governance that recognizes
and protects the rights of members and
all stakeholders – internal and external.
(c) The institution must be governed
and managed in accordance with the
mandate granted to it by its founders
and society and take seriously its wider
responsibilities to enhance sustainable
prosperity.
(d) The institutional governance
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framework should provide an enabling
environment within which its human
resource can contribute and bring to bear
their full creative powers towards finding
innovative solutions to shared problems.
Corporate governance in the Public
sector
With this in mind, it was the hope and
expectation of the President and the
government at large that our institutions
shall adhere to the code of corporate
governance and the mwongozo code of
governance in discharging their mandates
in order to give returns to Kenyan. Four
years after the launch of the mwongozo
code, things seem to be getting worse
in our state run institutions. It seems
the code never meant anything to state
officials. Ostensibly, it was never discussed
beyond the official launch function. State
corporations have continued to be run in
the old fashion with new scandals being
reported day in day out. From 2015 to
date, we have witnessed mega scandals
in state corporations and agencies. From
NYS I & II, NCPB, Kenya Pipeline,
KPLC to IEBC. Most of these scandals
could have been prevented or noticed and
corrective measures put in place had we
in cultivated good corporate governance
practices in our institutions.
Absence of clear framework for
recruitment, selection, appointment
and inductions of Board members;
lack of uniformity in the application of
appointment procedures; inadequate
induction processes for Board members;

lack of proper skills mix and bloated
Boards; shortcomings in the process
of appointment of CEOs; lack of
understanding of the roles of Boards
by directors and fusing of the roles of
Chief Executive and Board Secretary
have been pointed out as some of the
key contributors to failure of state
corporations to effectively perform their
duties hence being used as conduits for
corruptions.
Corporate Governance in Private
Institutions
Just like public entities, the private
sector has a responsibility to ensure
they adhere to best practices acceptable
globally. Article 10 of the Constitution
entrenches national values and principles
of good governance. Personal integrity,
and values and principle of public service
are reinforced in Article 232. Global
best practices demonstrate the strong
linkage between good governance and
enterprise growth and profitability. The
institutionalization of good governance
practices in the leadership of both private
and public entities is therefore expected to
spur growth, development, employment
creation and economic transformation of
the country.
Without efficient companies or
business enterprises, the country will not
create wealth or employment. Without
investment, companies will stagnate
and collapse. If business enterprises do
not prosper, there will be no economic
growth; no employment, no taxes paid
and invariably the country will not

develop. The country needs well-governed
and managed business enterprises that
can attract investments, create jobs and
wealth and remain viable, sustainable and
competitive in the global market place.
Good corporate governance, therefore,
becomes a prerequisite for national
economic development.
Recommendations
It is therefore recommended that all
institutions must adhere to the principles
of good governance to remain competitive
and increase value to shareholders. This
can be achieved through;
• Establishment of a board that is
comprised of competent and qualified
individuals with a mix of skills who
govern as per laid down laws.
• Establishment for a clear framework for
recruitment, selection, appointment and
inductions of Board members and train
them to understand their roles.
• Have in place a clear and open
procedure of appointment of CEOs
Conclusion
All public and private institutions must
institute good governance by adhering to
the pillars of corporate governance which
can be summarized into five basic tenets
as follows:
• Accountability
• Efficiency and Effectiveness
• Integrity and Fairness
• Responsibility
• Transparency
fnasubo@yahoo.com
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AUDIT

INFORMATION SECURITY
AWARENESS TRAINING
What the internal auditor should know
By CPA Derrick Majani

A

ccording to the US National
Institute of Standards and
Technology (NIST), each
individual in an organization
who owns, uses, relies on, or
manages information and information
systems must fully understand his or her
specific security responsibilities.
1. One of the most important tools an
organization has (or should have) to reach
that state of readiness is an information
security awareness training program.
Even though internal auditors may not
be performing an audit of the security
awareness training program specifically,
they should be familiar with the elements
of a good awareness program regardless
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of the business area at which they are
looking. If there are issues in a securityrelated area, awareness training may
be one place they can look to provide
recommendations.
The key characteristics of an
information security awareness training
program that an internal auditor should
be aware of include the extent to which
the program is supported by management,
the content of the training itself, how
that training is delivered and how the
organization measures success for the
program.

Management Support
A

successful

information

security

awareness training program must have
the support of senior management for
the obvious reason that it requires the
commitment of resources (money and
employee hours). Beyond that, senior
management must see to it that:
• The program content and delivery
are well suited to the needs of the
organization.
• The training is understood and
retained well enough to influence
employee behavior.
•The organization receives value from the
program in terms of mitigating security
risk.
Finally, and perhaps most important,
senior management should reinforce
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the awareness training by setting a good
top-down example in their behaviors
and attitudes. “The critical success factor
[for an information security awareness
program] is how well top management
acts as role models for its employees,”
writes V. J. Srinvas in a recent ISACA
Now blog post. “Their actions will
influence and enhance policy compliance
and awareness levels among employees.”
2. Content- The most important aspect
of good security awareness training
content is making sure it is customized to
the audience based on their job area, role
and user level. It would not be productive,
in fact, it would be counterproductive, to
teach general staff about security threats
and policies/processes that are specific
to technical users, such as programmers
or personnel who maintain system
architecture. In addition to the obvious

benefit of aiding retention, keeping
training at an appropriate technical level
also helps to ensure that knowledge of
more complex and technical security
processes is limited in its exposure to
those who need to know. However,
it is important to provide all trainees
enough visibility to understand how their
everyday roles fit into the big picture of
the organization’s overall security risk
management. All users should understand,
for example, not just that they are required
to update their password(s) regularly, but
they should also be able to articulate how
password protocols help protect them and
the organization.
Even though security awareness
training is often provided by a thirdparty vendor, it is important that multiple
areas of the organization contribute to
the development of the training content
to ensure that the content is well suited
to the organization’s needs and the
risk environment in which it operates.
Input related to content should not
only come from places such as security,
IT, information security and legal, but
also from operational leaders who can
provide insight into how general users
interact with security risk/threats in the
course of their day-to-day duties so that
the training provider (whether internal
or third party) can cater to that risk. The
internal auditor should also be aware if his
or her organization is practicing sound
vendor risk management practices. As one
author noted, “Companies must perform
[due diligence] on any organization they
consider to provide outsourced online
training to employees.”
3. From a content perspective, good
training should consist of real-world
examples that are relatable to the trainees’
everyday work. It should also include
real-world case studies that help to
reinforce the reality that security breaches
do happen and demonstrate how the
organization can be impacted.
Finally, awareness training must be
compliant with any relevant standards
or regulations (such as the US Federal
Information Security Management Act
[FISMA]), based on the organization’s
geography, industry type, etc.

Format/Delivery

In the cat-and-mouse game of protecting
organizational assets, security threats are
constantly evolving, so security awareness
training is never done. It should be

performed on a routine basis and updated
regularly. Generally, trainees are better
able to understand and retain smaller
amounts of information presented in
regular increments.The training should
also come from a variety of different
delivery methods. An article published by
the SANS Institute says;
One of the best ways to make sure
company employees will not make costly
errors in regard to information security
is to institute company-wide securityawareness training initiatives that
include, but are not limited to classroom
style training sessions, security awareness
website(s), helpful hints via e-mail, or even
posters. These methods can help ensure
employees have a solid understanding of
company security policy, procedure and
best practices.
4. In-person classroom training, which
may be the most resource intensive
and, therefore, the least frequent, can be
complemented by more frequent online
training (modules or live virtual sessions)
and by even more frequent email or
newsletter communications. Using these
different types of delivery methods in
concert allows organizations to control
costs, disseminate information with
agility and achieve understanding by
different types of learners. Incorporating
user communities also gives employees
access to support for questions or issues
as they arise.
Regardless of the delivery type, there
should be some interactive element to
the training. Interactivity helps to ensure
participation and promote retention.
Online modules may have pop-up quizzes
or other checks for understanding, for
example. In live classroom or live virtual
training, attendees should have the
opportunity to ask questions.

Measurement

A good security awareness program must
have metrics that help management
make informed judgments about its
effectiveness. Generally, these metrics fall
into three main categories:
• Participation—Are the right people
receiving the training when needed?
This is the easiest part of the program
to measure and, although participation
alone is not sufficient to judge success, it
is, nevertheless, important to track.
• Retention—Are
trainees
understanding the material that is being
taught? Not only is this important to
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capture on a session-by-session basis,
but tracking this information over time
will help management and vendors make
incremental improvements to the content
and structure of the awareness training
program.
• Compliance—Are employees carrying
the knowledge forward into their roles?
There are a number of ways organizations
can measure if awareness training is
affecting employee behavior, including
incident tracking and review, penetration
testing (i.e., hacking, phishing, social
engineering), and internal audits of
adherence to policies such as data
retention, password and off-boarding
protocols.
However, using these measurements to
make an assessment about the value of the
training program to the organization—its
return on investment (ROI)—can be
one of the more challenging aspects of
managing the program. For the internal
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auditor, who is conditioned to think of
risk in terms of likelihood and impact, it
is helpful to consider whether the training
program is mitigating either, or both.
For example, if having an awareness
program is a matter of compliance, then
avoiding the costs of noncompliance (i.e.,
fines, reputational damage) obviously
contributes to ROI. Meanwhile, if the
estimated financial impact of an event (e.g.,
a particular information security breach)
is known based on the organization’s risk
assessment process, then a change in the
organization’s level of susceptibility (i.e.,
likelihood), which can be measured, can
provide management with an idea of the
return they are getting from awareness
training.
The key is having the measurements in
place on which to base ROI calculations
prior to implementing the training. As
one expert notes, “If you have a concrete
(or at least evidence-based) way to track

susceptibility, measuring ROI is simple.”5

Maturity

In 2016, SANS introduced the Security
Awareness Maturity Model. The internal
auditor should understand where on the
spectrum his or her organization falls,
but, perhaps more important, the internal
auditor should determine whether or
not a maturity model is being utilized
by management to guide the content,
frequency, delivery and measurement of
the security awareness training program
over time. Per the SANS website, 6 the
spectrum of maturity levels are defined
as follows:
• Non-existent—Program does not
exist. Employees have no idea that
they are a target, that their actions
have a direct impact on the security
of the organization, do not know or
understand organization policies, and
easily fall victim to attacks.

AUDIT

•

•

•

•

Compliance focused—Program is
designed primarily to meet specific
compliance or audit requirements.
Training is limited to annual or ad
hoc basis. Employees are unsure of
organizational policies and/or their
role in protecting their organization’s
information assets.
Promoting awareness and behaviour
change—Program identifies the
training topics that have the
greatest impact in supporting the
organization’s mission and focuses on
those key topics. Program goes beyond
just annual training and includes
continual reinforcement throughout
the year. Content is communicated
in an engaging and positive manner
that encourages behaviour change
at work, home and while traveling.
As a result, people understand and
follow organization policies and
actively recognize, prevent and report
incidents. Behaviour can begin to be
changed in as early as several weeks,
depending on the behaviour being
targeted.
Long-term sustainment and culture
change—Program has the processes,
resources and leadership support
in place for a long-term life cycle,
including, at a minimum, an annual
review and update of the program. As
a result, the program is an established
part of the organization’s culture and
is current and engaging. It takes a
minimum of 3-5 years to effectively
change culture.
Metrics framework—Program has
a robust metrics framework to track
progress and measure impact. As a
result, the program is continuously
improving and able to demonstrate
return on investment. This stage does
not imply metrics are not part of every
stage (they are). This stage reinforces
that to truly have a mature program,
it must have metrics to demonstrate
success.

Source: SANS, “Defining the Security
Awareness Maturity Model,” Security
Awareness blog, 8 March 2016, https://
ww w. s an s .o rg /s e cu r i t y - a w a re ne s straining/blog/defining-securityawareness-maturity-model.
Reprinted
with permission.

Conclusion
For

an

organization’s

employees

to

Senior management
should reinforce the
awareness training
by setting a good
top-down example
in their behaviors
and attitudes. The
critical success
factor [for an
information security
awareness program]
is how well top
management acts
as role models for
its employees. The
most important
aspect of good
security awareness
training content is
making sure it is
customized to the
audience based on
their job area, role
and user level.

react appropriately to the security
threats they encounter and to avoid
unknowingly becoming a security
threat themselves, they must receive
regular, relevant and engaging
information security awareness
training. That is why the internal
auditor should be able to recognize
and articulate the elements (or
missing elements, as the case may
be) of an effective security awareness
training program that delivers value
to the organization.
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Work place

HANDLING DISPARITIES
AT THE WORK PLACE
What are the challenges?

J

oining the workforce today
implies working with a team of
diverse proletariats of all ages.
Apart from age differences,
what the management has to
come to terms with is the difference
in the tastes, preferences, attitudes,
mindsets, preconceived, notions, and
experiences of the different generations.
Ideally, these disparities and
diversities of the workforce can help
create a highly productive environment.
Imagine a case scenario of managing an
18-year-old and a 72-year-old. While
the younger generation is more active
and creative, the older generations
are wise, and knowledgeable and are
most useful when it comes to decision
making. Some of the merits of having
a diverse team include having a diverse
skill set. The organization also benefits
from mentoring the younger generation
and is assured of continuity especially
when the older generation retires.
There are different generation types
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By Denis Karuri
including the greatest generation which
is composed of the oldest members of
the society, the silent traditionalists,
the baby boomers, generation X,
the millennials, better known as
generation Y, as well as generation Z.
Apart from age differences, other vital
disparities exist in values, work ethics,
cultural expectations, upheld as well
as communication. These differences
manifest in various ways including
compensation, benefits, teamwork,
perceptions, attitudes, communication
styles, job seeking behavior as well as
in relationships and work-life balance.
Some arising issues in having all these
groups in the workforce is mainly the
communication style to use. While
some such as the baby boomers are
perceived to be reserved, millennials
are considered more collaborative. Also,
the organization has to find whether
to apply in person, phone calls, email,
texts or social media platform in
communications.

In today’s world, here are the four
most common problems associated with
inclusivity and workforce diversity.

Communication problems

Communication
is
indeed
a
significant barrier towards working.
Communication barriers may be
brought about by differences in races,
especially where an organization hires
employees who are of different language
and backgrounds. Communication can
bring about misunderstandings and in
fact lower productivity.

Opposition to change

Ideally, many employees are opposed to
change primarily because they see it as
a threat to their job security. Some of
the probable obstacles to change that
organizations face include employee
dissatisfaction, inadequate training,
finances, faulty equipment, time
constraints, lack of communication as
well as ineffective leadership.

Work place

Recruitment biases

When recruiting, it is critical to ensure
that the hiring process is all inclusive of
the breed of employees that the company
is seeking to hire. No discrimination
whatsoever whether of race, color, sexual
orientation, disability, personality, gender
or religious affiliation should prevent an
employee from being considered for a
position.

Management Efficiency and
Effectiveness

Usually, the management is the head of
the company. It is involved in controlling
the affairs of the company. However,
many executives in the management
misuse the function and do as they
please. They misappropriate funds and
resources and practice fraud. A company
with effective management will be in a
position to make informed decisions.

Remedy to the Challenges

The importance of employing work
diversity as part of the working culture
is that it helps promote a healthy breed
of employees with a rich background
and experience. It is important to know
how to handle the generation types of all
manner in the organization. Inclusivity
and diversity are critical components
in human relations. When it comes to
implementing change, generation Z
are accustomed to change, generation
X is quite rigid and they do not readily

welcome change. On the other hand,
millennials are more inclined to
technology while baby boomers love the
old school ways. The truth of the matter
is that, handling multigenerational
workforce requires wisdom. Given that
the management of an organization
can have different options to consider,
it should ensure that it recognizes the
different tastes and preferences as well
as methods of doing things by various
generational types.
Communication is the single best
means of connecting these generations.
An excellent way to go about this
is integrating the entire workforce
in projects, implementing crossgenerational mentoring programs as well
as streamlining communication to suit
each generation.
To
remedy
communication
challenges, it would be a good idea for
the company to employ an interpreter
who helps translate languages which
are unfamiliar to the employees of
different language background. To avert
discrimination, it would be prudent to
use a neutral language such as English
which is understood by the majority of
the employees.
Ideally, there is nothing as good as
a change. Change breaks the boredom
and brings about a new fashion and
way of doing errands. It is what drives
innovation and creativity arising from
doing things in a different way. Apart
from changing the way of doing things
in the organization, change achieves the
mission of growth in the organization. To
incorporate change, it is essential to plan
the move in a manner that the employees
will fully embrace and understand the
meaning of the change. A right way of
ensuring that change receives the least
resistance is by defining governance
whereby the roles, organizational
structure, and responsibilities are
created to help in the adoption of
the amendment. The stakeholders are
engaged to support the effort of change.
There should be aligned workforce,
especially where job rotation is likely
to affect the roles of the employees. To
ensure change is smoothly incorporated,
the
company
should
consider
communicating the change initiative
to the employees before implementing
them. Stakeholders are informed and
encouraged to participate in supporting
change. In this case, the consultative and

open communication approaches are
used to help in the creation of awareness
and comprehension of change elements
in an organization. Moreover, there is
need to mobilize resources, finances and
the workforce.
With a diverse team of employees,
the company can enjoy a pool of talented
employees who bring about their talents
and expertise in the business and
contribute immensely to the growth and
development of the company. Moreover,
an organization with a diverse and
inclusive team can attract and retain
top talent and is in a position to solve
problems more efficiently.
The human resource department
should have set criteria to be considered
when hiring employees. Primarily, the
hiring process should be merit based on
the qualifications and suitability of the
employee in a given job. Information,
goals, as well as the virtues embraced
by the company, should be made
transparent.
Culture diversity should be promoted
in the organization. The best way to
achieve social justice and embrace civil
rights is through the promotion of
cultural diversity. The company should
invest in employee growth training.
Connecting a company values with the
workforce will help the company achieve
its mission of inclusivity and diversity. A
company should consider that employees
are essential in the decision-making
process. The employees and stakeholders
are the watchdogs of society. They are
the ones who monitor the performance
and effectiveness of the management as
they jointly own the company. Personal
evaluations should be adopted by the
company to watch on the actions of
the administration. A company should
incorporate employees in decision
making so that they can feel that their
contribution towards the business
is appreciated. The stakeholders and
shareholders of the company should be
in a position to raise questions whenever
they suspect anomalies in the running
of the affairs of the company. When
these challenges are tackled, managers
and employees will have an easy time
interacting, communicating and working
collaboratively. In the long run, the
organization will achieve its aim of
embracing inclusivity and diversity.
dkaruri0@gmail.com
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MANAGING PUBLIC DEBT
Kenya’s Experience
Do Kenyans know the magnitude of
the public debt they carry?
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Positive signals are beginning to emerge in the ffight against corruption and
here we must commend the President, EACC, and the Auditor General, DCI,
DPP and The judiciary. We can only urge them to be more resolute in this fight.”

T

his statement was made
by Hon. Wycliffe Musalia
Mudavadi (EGH) during
ICPAK’S Public Finance and
Tax Conference in November
2018. Discussing - A Paradigm Shift
in Public Finance and Tax: A Case for
Kenya’s Development, Mr. Mudavadi
who has served as the seventh Vice
President of Kenya and as Deputy Prime
Minister and has previously joined the
presidential race, told his audience that
he was not addressing them as a politician
because the subject at hand was too grave
to be left to politicians alone. He stated
that he was sharing key principles he
believed should be applied in public debt
management.
Below is his message:
Our country is at a crossroads with
public debt management
In the words of the Bible as recorded by
the Prophet Jeremiah Chapter Six verse
sixteen, our country is at a crossroads with
public debt management. “This is what
the Lord says: “Stand at the crossroads
and look; ask for the ancient paths, ask
where the good way is, and walk in it, and
you will find rest for your souls. But you
said, ‘We will not walk in it.’ Jeremiah
6:16
We have come to a time when as a
nation we must stop pretending that
all is well and heed those words in the
Bible. We must stop at the junction, look
around us, ask ourselves hard questions
as a people, find the good old paths
of progress and walk in them that we
may find rest. As I to talk to you about
the situation with regard to public debt
management in Kenya, I feel confident
that I am addressing the right audience
which plays a great role in this area.
When a project is designed, an
accountant is there to provide the numbers.
When it is executed, an accountant is
involved in managing the numbers and it
is finally audited by another accountant.
But there is a sense in which this message

- Hon. Wycliffe Musalia Mudavadi (EGH)
of public debt management needs to get to
Kenyans. It is the Kenyans who bear the
consequences of a poorly managed public
debt. The public can no longer afford to
stand aloof as their country totters on the
brink of receivership---. Indeed even in
receivership, an accountant comes into
play!
It is also a message to leaders of this
country that our actions and decisions
have lasting consequences on generations
to come. Leaders must stop thinking
development is a favour to Kenyans and
should see it as a responsibility. I also wish
to speak to members of the Fourth Estate.
You can no longer report issues simply at
surface value. You must interrogate the
facts, verify the figures and challenge your
leaders on how they apply themselves in
managing public resources. You should
not join the cheering squad as corruption
money does its rounds in buying local
praises as though we were a banana
republic. When the construction of the
same road keeps on getting launched and
re-launched, you have a role in standing
with Kenyans to ask hard questions.
When a public official who was
struggling with auctioneers gets a lifestyle
change overnight, buys houses all over,
drives flashy cars and changes accent
overnight, you must ask a hard question
that Kenyans are asking, which in
Kiluhya is framed as Mufaulanga mu rie
( translated in English , what is the secret
of your success)?
Lastly, I speak to our international
development partners. You are critical
partners in our development in Africa
and more specifically in Kenya as we
move from aid to strategic investment
in proven venture with high value
proposition. I will share key principles
that I believe should be applied in public
debt management, examine whether
Kenya adequately applied these principles
in managing her public debt, examine the
impact that our past and current choices
have had on public debt management and
subsequently conclude my session with
possible policy propositions and actions

that can help us reverse the negative
trend. Please allow me to address you as a
fellow professional (not as an accountant
though) and not as a politician because
the subject at hand is too grave to be left
to politicians alone. So let us get down
to business by first looking at the guiding
principles in public debt management.
Guiding Principles: The big question
is, “what is the best practice world over in
public debt management?” Let me share
in rapid succession the six key principles
in public debt management and then
apply to the Kenyan situation.
The principles that I am going to
share could be summarised in the acrostic,
PAPERS, which I acknowledge was
developed by a distinguished member
of your profession who happens to be a
friend.
Each letter of the acrostic stands for a
principle;
Principle # 1: The first P stands for the
Principle of Purpose: This principle
requires that before a public debt, or any
other debt for that matter, is incurred, the
purpose for which the debt is sought must
be sufficiently defined and agreed upon by
both the lender and borrower.
In a healthy business relationship in
which both the lender and borrower are
committed to creating a viable business
ecosystem, they must pay attention to this
principle. Where a lender is not concerned
about having the finer details concerning
the loan sought, it is incumbent upon
the government to satisfy itself and its
citizens that the purpose for which the
loan is sought is clearly defined and it is
noble in moving the nation forward.
The principles are listed below…
Purpose
Amount
Period
Earnings
Rate of Interest
Security
How does the government achieve this?
The professional approach is that the
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government requires undertaking rigorous
technical feasibility studies that look at
all critical components of the project
including their knock-on effects to help
build a business case. These reports will
then inform procurement and tendering
policies, processes and procedures at
county and national levels and should
be robust with a strong audit function at
the office of the Auditor General to not
only audit line ministries and their related
agencies but also their individual projects.
In a nutshell, no government should cause
a nation to incur debt for the purpose
of funding corruption, theft, wastage or
white elephants that have no economic or
financial value.
Principle # 2: The second Letter, A stands
for the Principle of Amount: This principle
requires that the amount borrowed must
match the amount required to implement
the particular project in mind. In other
words, projects should not be loaded with
costs that do not directly relate to them.
If a road costs Kshs 10bn to construct as
demonstrated by feasibility studies and
technical reports and you borrow Kshs
15bn as government, we must ask what
the extra Kshs 5bn is for. If the intention
was to use Kshs 5bn to retire maturing
obligations, then it must be specified in
the prospectus at the time of defining the
purpose. As a guide, debt uptake should
have a correlation with a country’s GDP.
Best practice indicate that your debt
should not be more than 50% of GDP,
although this varies from country to
country.
Principle # 3: The second P brings us to
the third Principle of Period: This principle
requires the repayment period for debt
incurred to be long enough to ensure a
stable financial ecosystem for the country.
The government through Treasury should
always negotiate appropriate repayment
periods that ensure that as much as possible,
maturing obligations from commercial
ventures are borne by revenues from such
projects. On the other hand, for projects
with long term economic value but which
cannot be assessed purely on financial
value terms such as SGR, the government
should always negotiate long periods
often offered by concessionary and not
commercial loans. No government should
cause a nation to crush its economy with
debts it cannot service within the period
required in an attempt to
accelerate
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The principle of
purpose requires
that before a
public debt, or any
other debt for that
matter, is incurred,
the purpose for
which the debt is
sought must be
sufficiently defined
and agreed upon
by both the lender
and borrower.
....................
Documents
talking about
public debt are
normally written
or coated in high
level technical
language that
many people may
not understand.
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several /multiple development
programs and projects that would
ordinarily take much longer
to attain due to challenges of
absorptive and implementation
capacity. Loosely called political
projects.
Principle # 4: The forth letter,
E stands for the Principle of
Earnings: This principle requires
that anticipated earnings from
projects should be factored into
the repayment plan. Sometimes
earnings from projects may be
insufficient to fully cover the
due repayments and additional
sources would be required
to bridge financing the gap.
Therefore, when applying for
a loan, the government needs
to scrutinise the anticipated
project earnings. In short, no
government should cause a
nation to crush its economy with
debts it incurs on projects that
neither have financial nor long
term economic returns.
Principle # 5: The letter R
brings us to the Principle of
Rate of Interest: This principle
simply requires that interest
rates should be set in such a
way that the borrower gets value
for money and that the lender
gets a fair return based on the
investment risk. When the
lender and the borrower have
satisfied themselves along these
parameters, the loan agreement
performs well. In order to achieve
favourable interest rates on loans,
it is critical that government
does all within its powers to
obtain positive credit rating from
reputable global rating agencies.
This requires decisive blows
against corruption and wastage,
promoting good governance,
reducing non-performing debt
and most of all, honouring our
debt obligations to all lenders.
In Japan, people have committed
suicide if they are unable to
honour their obligations.
Principle # 6: The S brings us to
the sixth and final Principle of
Security (Sovereign Guarantee).

This principle obligates the
citizens of a nation through
their Parliament to honour the
debts incurred by government
on their behalf. This guarantee
tells lenders that the citizenry
understands the risks and are
willing to stake their taxes and
savings to settle the commitment
in the event of default. This is
one reason why citizens must be
informed of their country’s debt
through their representatives in
Parliament.
The question is, do Kenyans
really know the magnitude of the
public debt that they carry?
Frankly speaking, documents
talking about public debt are
normally written or coated in
high level technical language
that many people, including
Parliamentarians,
may
not
understand, let alone the
Fatumas, Akinyis, Wanjikus,
Nafulas, Nyabokes and Chebets
yet they will be affected by it
for a long time to come. There
is a famous saying that” no
taxation without representation”,
perhaps the time has come for
us to say, “No debt, without
representation.”
Part III: Kenya’s Scenario with
Public Debt Management and
Impact on citizens
Now that I have dispensed
with the principles which
some of you understand even
better than I do, I think it is
only appropriate that we now
briefly walk through the Kenyan
scenario, vis-a-vis Kenya’s public
debt, its management and its
impact on the citizens. On
the outset, let me make it very
clear that nations and more so,
developing ones, are marked
by significant infrastructural
deficits which must be bridged
through strategic borrowing
and prudent application of the
funds. Kenya, which has been
recently designated as LowerMiddle Class economy, is no
exception and indeed we have to
borrow from time to time to deal
with this deficit and other and
pressing human development

priorities. I therefore reiterate
that the question is not whether
to borrow or not, but how to
borrow and how to manage the
resources so acquired in order to
attain highest value. In fact when
we were in Tseikuru a few days
ago. President Uhuru Kenyatta
clearly underscored this message
following my challenge to him
on the issue of the growing debt
burden.
So what is Kenya’s scenario?
Briefly, some of the highlights
which I draw from Kenya’s
Annual
Public
Debt
Management Report published
by the Treasury are as follows
and I believe that you are familiar
with this document:
a) According to the latest
Kenya’s Annual Public Debt
Management Report published
by Treasury, the country’s debt
as at the end of June 2018,
including publicly guaranteed
debt, stood at Kshs 5.1 trillion
made up of Kshs 2.5 trillion
in domestic debt and Kshs 2.6
trillion external debt. Of special
note for the audience is that the
debt was Kshs 873.5 billion in
2008 and it has grown in leaps
and bounds to a staggering Kshs
5.1 trillion in 2018. It is evident
from this trend that Jubilee
Administration has gone on a
borrowing spree and the party
continues.
b) As the Jubilee Administration
continues to borrow unchecked,
there is no serious indication
that Parliament through its
Committees is playing its role
in public debt management. It
would appear that Parliament
has been more focused on the
expenditure side of the budget
and has not treated itself with
rigor to the income/sources
side of the budget as well.
Parliament has gone to bed with
the Executive and has abandoned
its sacred function of keeping
the executive in check. Partisan
interests in Parliament have seen
reports either altered or diluted
and mutilated to protect interests
other than the interests of the

JANUARY - FEBRUARY 2019

35

COVER STORY

public.
c) In one of Kenya’s recent prospectus,
the purpose of borrowing the funds in
question was stated as “to retire maturing
obligations and for infrastructural
investment” (Prospectus for Government
of Kenya Infrastructure Bond Offer
Issue No. IFB 1/2018/15 valued at
Kshs 40 Billion). While the first part,
“retiring of maturing obligation”, was
clearly defined, the second part “for
infrastructural development”, was left
ambiguous (Refer the Principle of
Purpose). The National Treasury through
the National Debt Office should have
ensured that the purpose for which the
debt was being incurred is clarified to the
public through Parliament- This is why
the Auditor General has had difficulty in
establishing whether the Eurobond funds
were properly utilised.
Kenyans seem quite ill-informed about
the level of their debt and I am sure
most of you know that this has been
compounded by the amendment of the
PFM Act of 2015. The amendment took
away the powers of Parliament to set debt
ceilings and to query treasury officials.
This in effect gave treasury officials a
leeway to make decisions and incur
massive public debt with little or no input
from the citizens.
e) In order to try and manage this growing
debt, the government is increasingly
resorting to debt re-financing, basically
borrowing from Peter to pay Paul, through
increased domestic borrowing and
continued floatation of additional bonds
in rapid succession. This in turn is exerting
pressure on the Kenyan citizen through
increased punitive taxation. . f ) According
to the Annual Public Debt Management
Report by Treasury, as at 30th June 2018,
the outstanding external debt by maturity
structure shows that 71% of the external
debt had maturity date beyond ten years,
22% had a maturity date below four years
and 7% had maturity date between 4 years
and 10 years. According to the report, the
external debt currency composition was
made of 71.7% USD, 14.9% Euro, 6.2%
Yuan, 4.3% Yen, and 2.7% Sterling Pound
and 0.3% for others. While this may show
great prudence in ensuring sufficient
period in payment of debt, it does not
show the full story of interest rates and
the manipulation of currency to achieve
short-term ends.
I would like to challenge you as
professionals to examine whether with
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these figures; the assertion by Treasury
that there is no debt crisis is valid.
Let me briefly flag some of the adverse
consequences of our public debt
management dilemma:
i)
The
government’s
accelerated
domestic borrowing is crowding out
Kenyan businesses from the local credit
market because it has to service its debt
obligations as a primary charge to the
consolidated fund. Credit has become
very expensive with shylocks having a
field day in the microfinance sector.
ii) Delayed disbursement of funds to
Counties which is now resulting in
increased pending bills which are now
estimated to have accumulated to about
Kshs 100 bn. A substantial portion of
these bills are funds owed to SMES which
are core to the growth of the economy
and employment. Delayed payment has
condemned both major enterprises and
SMEs to auctioneers and in turn KRA
is finding it difficult to meet its revenue
targets. Pending bills is just another name
for debt. The question that we should ask
ourselves, with these growing pending
bills is- “is it mama mboga who should
be subsiding government or government
subsiding mama mboga?” In addition,
with this scenario of pending bills, even
devolution itself is under threat.
iii) A further consequence of
government’s attempt to manage public
debt is reflected in the CBK’s (Monetary
Policy Committee) holding of the shilling
at a level which even the IMF has now
concluded is not a competitive rate. The
IMF asserts that the shilling is overvalued
by up to 17%. This , ladies and gentlemen,
means that more than 150,000 small
scale coffee farmers and 380,000 tea
farmers and several horticultural farmers,
tourist outlets and other exporters are
losing Kshs 17 for every Kshs 100 in
export sales. This means less revenue for
both parties, (business people and KRA).
iv) IMF has already given debt default
warning after ranking Kenya’s chances
of debt repayment default from low to
moderate in the month of October. This
has the potential to adversely affect the
cost of debt. Equally, Kenya’s latest World
Bank’s Country Policy and Industrial
Assessment (CPIA) which measures
four cluster-criteria of
Economic
Management, Structural Policies, Social
Inclusion and Equity Policies and Public
Sector Management has identified rising
debt as a concern. In the report they

indicate that this has been fueled greatly
by the mismatch between expenditure
and revenue collection. In addition, the
Moody’s Assessment has given a warning
on Kenya’s credit rating that is about to
come under pressure once debt to GDP
ratio hits 74% up from the current 58%.
v) Simply put, this public debt is
increasingly making life very expensive
for the ordinary citizen. The “ kadogoeconomy” is now transcending the
middleclass. Households can no longer
afford basic goods. Poverty is increasing.
vi) A highly indebted country would
eventually find itself having difficulty in
attracting the right kind of investors. We
must contain this rising debt otherwise
the “Bajjia kwa njia” investors who are
engaged in roadside pedestrian businesses
may overrun us.
vii) The fight against corruption has not
been sustained, with many questions still
lingering in the minds of Kenyans as to
whether the government is committed
to fighting corruption or not.
Even
the recommendation by Transparency
International Kenya that the country
subjects its leadership to lifestyle
(audit) was taken up with steam but
unfortunately this steam has petered
off. Recommendations by the Auditor
General and Ethics and Anti-Corruption
Commission that loopholes in the
procurement system be sealed are yet to
be fully implemented. The question to
ask is, how will Jubilee Administration
achieve its BIG FOUR if this is the
economic environment Kenyans continue
to operate in?
Part IV: Way forward as a country in
Public Debt Management
Let me make some suggestions on
the way forward in our public debt
management. I started my message with
a biblical injunction that we have come to
a point as a nation when we must stop at
the junction, look around us, ask ourselves
hard questions as a people, find the good
old paths of progress and walk in them
that we may find rest. I have shared with
you candidly what I consider to be the
junction of our lives as a nation. Within
the description of our status as a country, I
have shared what I consider to the points
of inquiry that we must pursue in order
to find rest for our souls. Key forward
actions include the following:
1. Address corruption in Public Space.
Positive signals are beginning to emerge
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in the fight against corruption and here
we must commend the President, EACC,
the Auditor General, DCI , DPP and
judiciary . We can only urge them to be
more resolute in this fight. The function
of asset tracing and recovery should be
intensified and the proceeds should be
committed to the retirement of expensive
public debt. In this task, these agencies
must be adequately resourced to enhance
efficiency and performance.
2. Deal with wastage within government
and overall value chain managements
Stop slashing County budgets and
instead address wastage within National
government. Resource allocation should
put into mind the absorption capacity
of ministries and departments. Equally,
disbursements to the counties should be
made on time to enable counties address
their budget priorities and implement
planned projects. This will stem the
accumulation of pending bills.
3. Parliament to play its role in Public
Debt Management
Parliament through the House Budget
Committee should stop focusing on
the expenditure side and holding the

executive hostage without also focusing
on the funding source side of the budget.
This applies to County Assemblies that
have sometimes held County Executives
hostage. This has delayed approval of
budgets and eventual low absorption
and poor service delivery. Once the
National Debt Office through the
National Treasury publishes the Annual
Debt Management Report containing
all information on Kenya’s public debt,
Parliament should interrogate these
reports and ensure public participation
that helps Kenyans appreciate the cost
and the pace of development. The Public
Finance Management (PFM) Act of
2015 which took away the powers of
Parliament to set debt ceilings and to
query Treasury should be amended
to reinstate these powers for a more
accountable Treasury. I can tell you that
when I got this invitation to speak at this
conference, I made an attempt to get
the Hansard record of a list of Sessional
papers approved by parliament for the
most recent external borrowings. As I
stand before you, I was not successful.
So the verification of what Parliament
sanctioned or did not sanction can be a
challenge and is shrouded in mystery.

4. Negotiate for rescheduling of debt
The Treasury should proceed in earnest
and start analysing its debt portfolio with
various lenders in anticipation of possible
rescheduling to ensure healthy cash flows
for the country and address possible debt
default that could have far reaching and
adverse effects on the country’s economy.
5. Put a halt on new projects until the
on-going ones are completed
The treasury has already announced that
they are putting on hold new projects and
we can hope that their actions will match
their words. There is no need to stretch
the country with all sorts of incomplete
projects that drain the exchequer and tie
down the much-needed funds. The public
is tired of the “tumetenga, tutatenga,
tungetenga” development language and
wants to see projects being completed,
and benefits accrue to them.
6. Have ICPAK lobby for A Public
Debt Management Commission
Seeing the challenge of the Office of the
Auditor General to conduct value-for
money audit and seeing the challenge of the
Treasury to fully manage projects, ICPAK
should consider lobbying for A Public
Debt Management Commission. The
commission should have representative
membership from professional bodies that
assure independence akin to the office of
the Auditor General. The mandate of this
commission should include reviewing and
making policy recommendations to best
manage public debt; overseeing value for
money audits at National Government,
County Governments and Agency levels;
building capacity for Monitoring and
Evaluation and; supporting government
in ensuring that the principle of
sovereignty guarantee is observed in debt
obligations.

Conclusion

As I come to the conclusion of my
message I must say that no one delights
in borrowing. As a country, we must work
towards being lenders and not borrowers.
We must work together in helping to
build a better country in which Kenya
comes first (Kenya Kwanza) I wish you
all the best as ICPAK in your conference
deliberations and challenge you to apply
them in pursuing Kenya’s interests in all
that you do.
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FiRe Award 2018

Leveraging Improved Financial Reporting and
Corporate Governance for Economic Growth and
Development in The East African Region
‘’Increased participation by the public sector underpins the commitment to
more open accountability in the use of public funds and offers the entities an
opportunity to be assessed against global standards’’ – CPA Obadiah Biraro,
Auditor General of the Republic of Rwanda and Chief Guest, 2018 FiRe Award.

’The entry of public sector in the FiRe Award creates expectations of enhanced
disclosures of ffinancial and non-ffinancial information by public sector
entities and contributes significantly to buttressing the informative value
of public sector financial reporting as envisaged in the Public Financial
Management Act, 2012’’ –ICPAK Chief Executive, CPA. Edwin Makori.
It may seem tedious, but each year has to be “back to the drawing board, all
hands on deck, and do a constantly better job than we did last year”
- FiRe award Chief Judge FCPA James Mcfie.

T

echnology boosts business adeptness, hastens time
to market, and gives more linking points to clients.
Technology also emboldens relevant and accurate
information; a high standard of data input must
therefore be used. These were some of the core
messages at the 2018 FiRe award meeting.

Accountants were told that their jobs are safe despite the
growing use of technology and reminded that superior corporate
information and reporting is contingent on the reliability of the
data provided. They were advised to be constantly vigilant when
it comes to modern technologies as this would bolster their
work.

Sameer Africa tops in Financial Reporting
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Theme: “Leveraging improved financial reporting and corporate governance
for economic growth and development in the East African region”

FiRe Award Promoters
Experts shared well researched ideas
during the pre-FiRe award meeting.
While discussing Corporate Governance
in East Africa for example, Professor
Gituro Waianina said integrity must be
observed all the time. He noted that good
corporate governance attracts investors,
adds shareholder value and promotes
effective and efficient use of resources. He
pointed out that corporate governance
had gained ground but needed to be
improved, adding that we must deal with
those in pursuit of easy wealth…leading
to corruption with impunity.
Professor Wainaina observed that
the corporate governance code does
not translate into better practice, but
strict adherence to law and penalties
work. He gave examples of high-status
organizations that had fallen, and
wondered why it was not noticed when
this was happening. “We must deal with
corruption ruthlessly… Good governance
in all institutions pays.” He stressed. He
said investors were willing to pay more
for a company with good board governors’
practices. Talking about the future of
corporate governance, the professor said
that by 2020 complete auto industry
will be disrupted; Health- smartphones
will analyze 54 percent biomarkers that
will identify any disease. He concluded
that we must make use of big data and
analytics.
It was felt that beyond the CPD
hours/programs, an assessment was
necessary to know if what had been learnt
had helped. Cyber-crime and how to deal
with it, was also discussed at length. The
need to invest in the younger generation
was stressed … you cannot depend on the
rules of yester year… said a participant.
How prepared are Kenya’s CPAs for the
job market? And what space should the
accountant occupy in the decision making
table? These questions elicited a lot of
deliberations. Accountants were also
advised to constantly keep in touch with
their members and data base.
Sameer Africa was on top of the
world when they were declared overall
winners of the 2018 FiRe award, having
grabbed the same position in 2017.
Cheers emanating from the venue of the
prized event had been building up slowly
as winners in several categories were
announced. The climax however came
when the overall winners were ultimately
declared at the lively and well attended
function.

ICPAK CEO, CPA Edwin Makori

PSASB Chairman, CPA Bernard Ndung’u

NSE CEO, Mr. Geoffrery Odundo

Capital Markets Authority CEO,
Mr. Paul Muthaura

The Chief Guest at the FiRe Award
dinner, where entities that have excelled
in financial reporting are recognized
and awarded, was CPA Obadiah Biraro,
the Auditor General of the Republic of
Rwanda. CPA Obadiah has 12 years
of
post-qualification
Multi-Sector
experience as an external Auditor of
leading economic entities in public
and private sector in East African
economies, mainly in Kenya and Uganda.
CPA Obadiah who gave a wonderfully
received presentation, drawn from years
of experience, observed that 408 public
sector entries participating in 2018,
was a clear sign that the decision to
adopt the International Public Sector
Accounting Standards in 2014, as the
reporting framework, was having positive
results. Ministries, Departments and
Agencies, State Corporations and SemiAutonomous Government Agencies, and
the County Governments are all part
of the public institutions. Alongside
the 408 public sector entries, there are
95 entries from across East Africa in
the financial services sector, industrial,
commercial and services sector, public
benefits organizations, pension schemes
and learning institutions, making the
total entries 503 in 2018. There were 456
in 2017.
The theme of the 2018 FIRe award
was - Leveraging improved financial
reporting and corporate governance for
economic growth and development in
the East African region. It includes a one
day conference where delegates discuss
how to augment communication through
financial statements and undertake an
assessment of where the region is on
integrated reporting. The conference also
features preparers, auditors, investors,
academia and other users of the auditor
report.
During the Pre-FiRe award conference
at the Safari Park Hotel in Nairobi on
November 15, 2018, The CEO of the
Nairobi Securities Exchange – (NSE),
Geoffrey Odundo ushered the meeting
before Hon. Josphat Nanok, Chairman,
Council of Governors and Governor
of Turkana County, gave a keynote
address. There were interesting topics
on the list; The FiRe Award Trends and
Evaluation Process findings – the Judges’
Perspective was steered by FCPA Dr.
James Boyd Mcfie – FiRe Award Chief
Judge, FCPA Joseph Gichuki – FiRe
Award Judge (Financial Reporting) and
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Mr. Stephen Irungu – FiRe Award Judge
(Corporate Citizenship, Sustainability
and Responsibility Reporting).
CPA Cliff Nyandoro – Head of
Technical Services (Accounting and
Auditing Standards), ICPAK, chaired
the second session. During this sitting,
Professor Gituro Wainaina of the
University of Nairobi, School of Business
and FiRe Award Governance Judge,
discussed - Assessing the State Corporate
Governance in the East African region
– a scorecard on the implementation of
Corporate Governance practices in East
Africa. CPA Bernard Ndungu, Director
General Accounting Services, GoK
talked about- Perspectives on the progress
of Accrual Basis of Accounting by the
Public-Sector entities in Kenya – Lessons
from the implementation journey.
Past winners’ experience – The
benefits of quality financial reporting
in the Kenyan market was presented by
the Office of the Controller of Budget
(from) Agnes Odhiambo, and CPA Eric
Githinji, Sameer Africa Ltd. The third
session chair; was CPA Fred Riaga, Chief
Manager Public Policy and Research
division, ICPAK. Panelists were ICAEW
representative, ACCA representative
and a KASNEB representative. The
discussion here was – Emerging issues
in the Accountancy profession – Is the
contemporary accountant adequately
prepared to meet the emerging demands?
The topic – Evolving trends and the
impact of emerging technological
advancements on financial reporting was
discussed by Sandeep Main, Manager Tax
and Regulatory Service – KPMG.
The reassuring closing remarks were
made by CPA Patrick Abachi, Head
of Secretariat, PSASB. That ended this
session.
To get a clearer perspective of how
this prestigious award has fared so far, we
sought the views of the FiRe award Chief
Judge FCPA James Mcfie. He stated
emphatically that competition makes you
a better professional. Below are his views:

What guided the theme of
the 2018 FiRe award?

The theme for this year’s FiRe Award
was “Leveraging improved financial
reporting and corporate governance for
economic growth and development in the
East African region. “ Accountants have
to realize that informing investors and
lenders is an important job: it has to be
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What improvements would
you like to see in the
presentations?

FiRe Award Chief Judge, FCPA Dr. Jim McFie

done with maximum CARE and SKILL –
something which, unfortunately, is NOT
done in many environments. It requires
hard work over extended periods of time.
Kenyans prefer quick, almost effortless
cash – a bribe for looking the other way
and NOT doing what you are meant to
do – which ultimately will destroy Kenya
– as corruption has destroyed simple and
upright living in many countries around
the world.

What major changes have
taken place in the FiRe award
since its launch?

A similar question could be “What has
changed in the marathon since it was first
run in the modern Olympics?” The answer
is that winners are continually improving
their performance – they are doing better
each year and it is becoming harder each
year to beat them. International Financial
Reporting Standards are changing –
rather like the running shoes of marathon
runners get better – but winning the
FiRe Award requires the same effort as a
marathon.

What made Sameer the
overall winner this year? Last
year?

Sameer this year earned 100% compliance
by all the four judges who examined their
Integrated Report. The team is led by a
very capable person who has had very
good training and puts into practice the
values he learnt: he leads a competent,
hard-working team. The Managing
Director of the company at the time was
a Chartered Accountant who gave very
good leadership and guidance.

The accountants doing this work must
know what they are required to do: that
is they have to have studied the relevant
International
Financial
Reporting
Standards or International Public Sector
Accounting Standards, the 2015 Kenyan
Companies Act, the King IV report, the
2015 Code of Corporate Governance
promulgated by the Capital Markets
Authority and the Companies (General)
(Amendment)
(No.2)
Regulations,
2017. They have to learn how to express
themselves with lucidity and clarity. They
have to develop an eye for detail. They
have to want to do their work perfectly
and use that desire to really do a better
job.

Which category has improved
the most over the years?
What has changed?

Academic research has shown that
compliance with IFRSs has improved.
But Corporate Governance disclosure
and Corporate Social Responsibility
disclosure have improved as well.
Compliance with the 2017 Kenya
Companies Act needs to improve.

What advice would you
like to give to those who
participate? And to those
who don’t?

To those who participate, continue to do
so to test the quality of your company’s
reporting against the best in Kenya. To
those who do NOT participate, start with
your 2018 annual report: competition
makes you a better professional.

In your view, what aspect
of the FiRe award draws so
many participants?

Anything that is done well draws the
attention of those with values. The
sponsors, that is, the Institute of Certified
Public Accountants of Kenya, The
Nairobi Securities Exchange, the Capital
Markets Authority and the Public Sector
Accounting Standards Board have to
be congratulated on maintaining a very
high standard of work by the judges: all
the judges have to be commended for the
work they do in making the Award the
success it is.
The annual Award is organized by
the Public Sector Accounting Standards

Board (PSASB), Capital Markets
Authority (CMA), Nairobi Securities
Exchange (NSE), and the Institute of
Certified Public Accountants of Kenya
(ICPAK. The 17th FiRe award dinner
was held at the Carnivore grounds
in Nairobi on 16th November 2018.
Enhanced transparency in financial
reporting is expected in Kenya’s public

sector, following increased participation
in the Excellence in Financial Report
Awards (Fire Award) in 2018.
The awards focus on voluntary
disclosure of relevant information in
annual reports that go significantly
beyond the minimum legal and regulatory
requirements. The awards continue to
be important for stakeholders and are

expected to embed a stronger financial
reporting culture in Kenya. Participating
entities benefit from an evaluation
feedback which helps them to improve
their reporting every year. Entry for
Fire Award is open to all entities and no
charges are levied; it is a process worth
participating in as there is so much to
gain.

FiRe Award Chief Judge
FCPA Joe Gichuki

FiRe Award Promoters: (Left to right), Paul Muthaura
(CEO CMA), Geoffrey Odundo (CEO NSE), CPA Patrick Abachi
(Head Public Accounting Standards Board Secretariat)
and CPA Edwin Makori (CEO ICPAK)

Delegates at FiRe Award Gala Dinner

Left to right: PSASB Chairman, CPA Bernard Ndung’u,
Chief Guest - Gala Dinner CPA Biraro Obadiah and
ICPAK Chairman FCPA Julius Mwatu

Left to right: Turkana Governor, Josphat Nanok,
CPA Edwin Makori & Mr. Paul Muthaura

FCPA Pius Nduatih,
kasneb CEO
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CATEGORY						RANKING					NAME OF ENTITY
Agriculture						Winner						Kenya Tea Development Holdings Limited
											1st Runner Up			Kakuzi PLC
											2nd Runner Up		Rea Vipingo Plantations Limited
Banks								Winner						Diamond Trust Bank Limited
											1st Runner Up			Barclays Bank of Kenya PLC
											2nd Runner Up		KCB PLC
Industrial, 						Winner						Sameer Africa PLC
Commercial & 			 1st Runner Up			 Safaricom PLC
Services							2nd Runner Up		Umeme
Insurance						Winner						CIC Insurance Group Limited
											1st Runner Up			Jubilee Holdings PLC
											2nd Runner Up		ICEA Lion General Insurance Ltd
Not-for-profit					Winner						Kenya Power Pension Fund Defined Contribution
											1st Runner Up			Kenya Power Pension Fund Defined Benefit
											2nd Runner Up		Strathmore University
IFRS for SMEs				Winner						Kenya Bankers Association
											1st Runner Up			Dune Packaging Limited
SACCOs							Winner						UN SACCO
											1st Runner Up			Stima SACCO
											2nd Runner Up		Tai SACCO
Tanzania							Winner						CRDB PLC
Kenya								Winner						Sameer Africa PLC
Uganda							Winner						Umeme
Governance					Winner						NIC Bank
											1st Runner Up			DTB Bank
											2nd Runner Up		Britam
Environmental and Winner						 Stanbic Bank (U) Limited
Social Reporting
												1st Runner Up			Co-operative Bank of Kenya
												2nd Runner Up		Kengen
Listed										Winner						Sameer Africa PLC
												1st Runner Up			Barclays Bank of Kenya PLC
												2nd Runner Up		KCB PLC
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CATEGORY								RANKING					NAME OF ENTITY
Integrated Reporting			Winner						CFC Bank
													1st Runner Up			KCB
													2nd Runner Up		Sameer
IPSAS Accruals					Winner						Competition Authority
													1st Runner Up			Kenya Roads Board
													2nd Runner Up		Energy Regulatory Commission
Independent Offices 		 Winner						 Office of the Controller of Budget
and Constitutional
Commission Reporting
under IPSASs Cash
													1st Runner Up		Independent Policing Oversight Authority
													2nd Runner Up Public Service Commission
State Corporations 			Winner					Kenya Deposit Insurance Corporation
and Semi Autonomous
Government Agencies
(SAGAs) under IFRS
													1st Runner Up		KENGEN
													2nd Runner Up Jomo Kenyatta Foundation
Ministries, Department, Winner					 State Department for Maritime
																						and Shipping Affairs and Agencies
													1st Runner Up		State Department for Petroleum
													2nd Runner Up The Presidency
Promoter Recognition 		Winner					Kipkelion West Constituency
for Constituency
Development Fund
Financial Statements
Promoter Recognition		 Winner					 Kenya National Commission for Human Rights
for Most improved Public
Sector Entity
Microfinance						Winner					Faulu Microfinance Bank Limited
													1st Runner Up		Caritas Microfinance Bank Limited

Overal Winner FiRe Award 2018			 Winner				 Sameer Africa PLC
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TECHNOLOGY IS THE DRIVING FORCE
BEHIND CHANGE
IN THE ACCOUNTANCY PROFESSION

- Armstrong

Interviewed by Angela Mutiso

Michael Armstrong

S

even years ago, The
Institute of Chartered
Accountants in England
and Wales (ICAEW)
signed an MOU with
the Institute of Certified Public
Accountants of Kenya (ICPAK).
The objective was to help
accountants under its umbrella
to be internationally recognized
and to position ICPAK as a
globally recognized professional
accountancy institute.
Michael Armstrong FCA,
Regional Director, Middle East,
Africa and South Asia (MEASA)
says their partnership facilitates
recognition
of
professional
accountants within the United
Kingdom and the wider network
already created by ICAEW.
The Accountant caught up with
him during the 17th edition of the
FiRe award. Below are excerpts
from our interview…
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1. Drawing from the recent FiRe
awards event, what part does the
modern day accounting profession, play
in enabling business organisations stay
competitive?
I was pleased to be back in Nairobi for the
17th Edition of the FiRe Awards.
The FiRe Awards is a good initiative
to encourage high standards of excellence
in Financial and Integrated Reporting.
The promoters: the Capital Markets
Authority, the Nairobi Securities
Exchange, the Public Sector Accounting
Standards Board and of course the
Institute of Certified Public Accountants
of Kenya (ICPAK) have shown great
commitment to ensure financial reporting
is given the necessary importance.
The Institute of Chartered Accountants
in England and Wales (ICAEW) is
pleased to work together with and
support ICPAK. We signed an original
MoU together with ICPAK in 2011 and
we are proud of our collaboration. Our
support of the FiRe Awards is one part of
our partnership.
The accountancy profession needs
to focus on assuring investors and the
public, rebuilding trust and ensuring
the sustainability of the profession.
Professional accountants play a major
role in the growth of their respective
organisations by implementing the
newest technology that will enhance the
company’s bottom line.
2. What is ICAEW’s strategy in
raising the standards of the accountancy
profession in the East African region?
Accountants play an important role in
the global economy including Kenya.
At all times accountants must develop
and promote the highest standards in
professional and ethical practice. We’ve
done this through partnerships.

In 2011, we signed an MOU with the
Institute of Certified Public Accountants
of Kenya (“ICPAK”) to help accountants
under its umbrella to be internationally
recognized and to position ICPAK
as a globally recognized professional
accountancy institute. Our partnership
facilitates recognition of CPA brand
within the United Kingdom and the wider
network already created by ICAEW.
ICAEW and (PwC) also have an
International Public Sector Accounting
Standards (IPSAS) certificate program
aimed at providing a high quality, flexible
and accessible certified learning program
for public sector accountants.
This unique online program will
equip accountants in public sector with
the necessary skills, knowledge and
techniques to manage finances within the
public sector.
3. What key contribution can ICPAK
offer in the full adoption of the IFRS 9
system?
International reporting standards are
critically important to ensure consistency
in financial reporting.
The new international standards on
financial instrument (IFRS 9) will have a
significant impact on financial reporting,
particularly for banks and financial
intuitions.
Kenya has adopted IFRS 9 and
ICPAK being the national accounting
body plays a major role in spreading
awareness and in helping encourage and
ensure standards are correctly followed.
4. How is technology impacting
the development of the accounting
profession – generally?
Technology is the main driving force
behind change in the accountancy
profession – it presents great opportunities
for the profession to deliver more value to

businesses through new and enhanced
services. It will help auditors to improve
audit quality.
By making the most of new
technologies, accountants can free up
their time from lower value tasks to
focus on more complex and advisory
work, provide greater insights to
improve business decision making and
better manage organisational risks.
There are a wide array of
technological innovations taking place.
At ICAEW, we place a heavy focus
on the “ABCD” technology trends,
Artificial Intelligence, Blockchain,
Cyber and Data. These are the most
transformational
technologies
for
our profession, challenging some of
the fundamental assumptions which
underpin our role.
I would like to add an ‘E’ to ‘ABCD’
reflecting the importance of Ethics and
Integrity in everything an accountant
does.
5. How impactful is talent in relation
to the accounting industry?
According to latest research on business
needs, the top concern happens to be
finding the talent to service businesses.
As accounting enters a new chapter in
the evolution of the industry, it is never
been more important for firms to have
a team of skilled, talented and flexible
accounting professionals.
The accounting profession is
constantly evolving and will require
us to train and develop people with a
different range of skills and abilities.
For the future, the mix of skillsets is
critical. The profession will need people
who have accounting skills but who are
also:
1. Tech-savvy
2. Strong communicators
3. Flexible thinkers (agile and able to
adapt quickly with the accelerating
pace of change)
4. Strategic thinkers
5. Good networkers
6. Ethical and professional
Future audits will be of a higher
quality enabled by technology, but this
is only part of the equation. Highly
skilled humans will always be needed
to interpret the big data, report and
to interact with other humans on key
judgment areas and provide assurance
around the new technologies which are
generating the data.

6. Why would one choose to be an
ICAEW member?
Being an ICAEW Chartered Accountant
is no ordinary achievement.
The qualification sets one apart as
a member of a highly influential and
respected professional body, which
connects them to a wider global
community of financial experts.
One will be well placed to pursue
the most interesting and rewarding
opportunities at every stage of their
career and play a major role in creating a
world of strong economies.
A professional accountant knows that
he or she can and must make a positive
contribution to society and the nation’s
economic growth.
7. What would be the best approach to
tackle cybercrime by Kenyan firms?
Cybercrime and threats to computer
systems have become a major concern
of businesses around the world. Our
growing reliance on IT and the internet
has greatly increased the impact of
hacking, security failures and the loss of
systems. At the same time, cyber attackers
have become more sophisticated and
organized.
Knowing this, Kenyan firms can protect
themselves from cyber threats through:
Cyber security training to staff –
criminals are now targeting staff to
provide unauthorized access to data.
Accidental loss of confidential company
data is as a result of staff actions like
clicking infected links for example. This
training can also focus on behavioural
change – training employees to change
passwords often, stop inserting infected
USB’s to company machines, not locking
computers when they leave their desks.
Companies also need to hire correct
skills – get the right IT skilled people on
their teams who can protect the company
from threats by using correct software
and who take time to emphasize cyber
security for employees to also start to
care.
In view of the negative impact
cybercrime can have on a business, we are
seeing that this specific threat is featuring
increasingly on the board’s agenda.
8. What role can Artificial Intelligence
(AI) play in advancing the accountancy
profession?
The adoption of AI systems has the

potential to greatly enhance the
accounting profession both in the short
and medium terms. Firstly, AI systems
will bring many opportunities for
accountants to improve their efficiency,
provide more insight and deliver more
value to businesses.
AI systems increasingly produce
results that are more accurate and
consistent than those produced by
humans and have the capability to
absorb and analyse large sets of data
to enable better and more efficient
decision-making. This
in
turn
enables company management to
make informed decisions on how to
deploy organizational resources based
on accurate financial results. This
subsequently improves the quality of
business and investment decisions.
9. New government policies are
affecting the accountancy profession
globally. Locally the government’s
introduction on the fuel VAT has had
a big impact. What would be the best
approach for accountants with respect
to these policies?
From the recent developments we are
witnessing in Kenya, the accounting
profession in this part of the world is
taking its place as an important part
of the social and economic structure.
The growing voice of accountants
on national matters, championed by
the Institute of Chartered Public
Accountants of Kenya (ICPAK) bodes
well for the profession as it seeks to
increase its profile locally.
This, coupled with the recent
crackdown on corruption by President
Uhuru Kenyatta, which highlighted
the role of ICPAK in regulating the
behaviour of accountants, points to the
influence of the accounting profession
receiving a boost.
Just recently here in Kenya, the
government passed into law the new
Value Added Tax (VAT) on fuel.
Even before it was enacted, it was
commendable to see ICPAK being
active in offering its views regarding the
bill at a policy level.
It is institutes like ICPAK, who
play a major role in strengthening the
nation’s economy which will help in
creating a world of strong economies
which is ICAEW’s vision.
cananews@gmail.com
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Society

ACCOUNTANTS
ARE NOT BORING
Stop by and I’ll tell you why

B

ean counters? The world
sometimes talks about CPAs
like they are a bunch of
number Crunching math
freaks who love taxes, book
keeping, sifting through every financial
records and numbers. Many see them
as workaholics, control freaks, dull,
uncreative and weak individuals who
work sixty-hour weeks in tedious jobs,
calculating ledger balances. Do these
people really have a life? They say life at its
best is very brief and so enjoy while time
lasts, but can accounts live any better life
apart from their usual boring life? Wait,
before I forget, accountants have been
accused of not even returning greetings
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By Nelson Ogallo
more often. Do their lives revolve around
generating financial reports only? Do they
even spend their money on anything?
Are they social beings or just a bunch of
lost people with a wistful or melancholic
mood?
Some even crack jokes to prove a point
that accountants have no life but a form
of perseverance:
• A woman went to the doctor who
told her she only had 6 months to live.
“Oh my God!” said the woman. “What
shall I do?”
“Marry an accountant,” suggested the
doctor.
“Why?” asked the woman. “Will that
make me live longer?”

“No,” replied the doctor. “But it will
SEEM longer.”
• Why don’t accountants read novels?
Because the only numbers in them
are page numbers
• What’s the difference between
an accountant and a lawyer? The
accountant knows he’s boring.
Although the world cannot do without
accountants in almost all sectors of the
economy, the image of the accountant has
been found to be less than a favorable one.
The negative view has been bolstered by
accountants themselves or others.
However, here are five reasons that
dispel this fallacy behind accountants
being boring people.

Society

CPAs think creatively

For obvious reasons, accountants must
just fall in love with numbers than
words. They are pretty good with figures
which I can say is a stereotype that has
merit. Why people find them boring is
because we think they are mathematical
geniuses who crack impossible equations
in their leisure time. While this may be
true, accountants are not damn heads
with narrowed thinking like many may
imagine. The level of creativity in coming
up with real time solutions to solve hard
life questions have been celebrated in the
past and even presently. Quite a number
are creative writers, play writers, movie
stars, music composers all of which
require creativity in thinking.

CPAs are Analytical

Unlike in newsrooms where there is a
lot of noise and catching up with one
another, in an accounting office, the
likely scenario is seeing backs that are
always bent with eyes keen on tables
with a spreadsheet always opened on
the monitor. This makes many think
accountants are never interesting. The
same wonderful, smart and interesting
people you’ll find in other professions,
are also found here. There analytical
nature has saved companies millions of
their fortunes that otherwise would have

gone up in smoke. The logical reasoning
is key in determining whether theft of
public funds occurred. They scrutinize to
ascertain proof of use and not to witchhunt. So, don’t hate accountants because
they have analytical minds. They solve
real hard problems.

CPAs are white-collar crime
police

Police keep law and order but it is
unfortunate that a few people who don’t
fall for the two ideals find them to be a
nuisance. CPAs don’t seem interesting
when they begin to do audits. People
think they should focus on doing better
things than being investigators. Many
white-collar criminals have been brought
to book to account for their long hands,
thanks to accountants. In their seemingly
cold nature and a quiet attitude, CPAs
work quietly to unravel mysteries of
stolen millions if not billions. They don’t
just reveal who did it but how it was
done. They have kept cities, states and
governments afloat financially.

CPAs spend on priorities

There is an old medial age popular belief
that accountants are mean. Mean not
only on others but even on themselves.
CPAs love to spend their money but
with caution. Priorities ahead of luxuries.

Their risks are well calculated before a
decision for purchase is made. Buying
is not a problem but, why buy what you
don’t need? They make smart choices to
save not only themselves from running
bankrupt but even companies. If some
spendthrift manager is about to make
a fatal mistake, a wise CPA is always
nearby to stop him.

CPAs are good team players.

An Accountant is not an individualistic
being, locked in a cubicle with a
spreadsheet trying to make things work
by himself. He leads big organizations
across the globe, yet he does not do that
in a vacuum. He works with a couple
of others to make this happen. Team
work is to him an ideal not a just a work
requirement.
If you thought accountants are
monotonous or repetitious with no sense
of humor, comradeship or love, you are
wrong. They are interesting beings in
their own way. It’s just that they don’t
follow the common route to happiness
that the majority could be following.
Next before you even begin thinking of
how boring an accountant is, meet one or
two who defy the cliché.
ogallonelson@gmail.com
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INFORMATION TECHNOLOGY

SHAPE IN
OR FADE AWAY

Big data and data analytics
in accounting, audit and risk
By CPA (Dr.) David Mathuva, PhD

A

ccording to the Future of Jobs
Report, 2018 by the World
Economic Forum (WEF, 2018)
surveying
over
15
million
employees across various industries,
four key technological advances are identified
that will shape the future of jobs by 2022:
ubiquitous high-speed mobile internet; artificial
intelligence; widespread adoption of big data
analytics; and cloud technology. The WEF
report paints a dim picture of the accounting
profession by predicting redundancy in most
accountancy-related roles such as accounting,
book-keeping, payroll clerks, auditing, cashiers
and bank tellers. The report further goes
ahead and shows that the emerging roles
are more to do with data analytics and other
technologically-driven roles. This therefore
means that accountants and auditors need
to think harder and think about the future
of the accountancy profession. Accountants
and auditors have to critically think about the
impact of big data on the profession.
Source: WEF (2018)

What is “Big Data”?

Big data is a broad term for the larger, more
complex data sets that can be held by modern
computers. The term refers to a qualitative
shift in the amount of data that is available
in comparison with the past. Data analytics
is the examination of data to try to identify
patterns, trends or correlations. As the quantity
of data increases, it has become more and more
necessary to evolve ways of processing and
making sense of it. So far, there are the so called
“3 V’s” of Big Data which define the properties
or dimensions of Big Data: volume, variety and
velocity. Volume refers to the amount of data,
Variety refers to the number of types of data and
Velocity refers to the speed of data processing.
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The 3 V’s of Big Data

Some good examples of Big Data
application is in Google Maps and
Photos. Today, you do not need
directions to any part of the world,
as long as you have a mobile device
and connectivity to the internet. It is
that simple. If I was to extrapolate the
statement to our profession, I would
have said, today (say in 2022), you do
not need that accountant or that auditor
in your office to get your financial
statements compiled and audited. All
you need is intelligent software close to
what CaseWare does to get everything
done for you, at a minimal cost, with a
lot of efficiency in it! Now, what does this
mean for the accountancy profession?

Big Data and Implications
for the Accountancy
Profession

Auditors and accountants can take
advantage of the Big Data revolution to
do the following:
• Perform analytics of revenue trends
into product or region matches of orders
to cash and of purchases to payments;
• Perform a three-way match between
purchases or sales orders, goods received
or dispatched documentation and
invoices;
• Carry out testing of user codes
for appropriateness of segregation of
duties is appropriate, and for whether
any inappropriate combinations of
orders have been involved in processing
transactions.
In September, 2016, the International
Auditing and Assurance Standards
Board (IAASB) issued a “Request for
Input”: Exploring the Growing Use of
Technology in the Audit, with a Focus
on Data Analytics. In this request,
the IAASB is considering how the
increasing use of audit data analytics
(ADA) may affect the development
of ISAs in the future. The request
appreciates that data analytics may have
a broad effect on audit, far beyond mere
analytical procedures.
Source: IFAC (2016)
As auditors and accounts reflect as
to whether they should embed data
analytics into their work, the following
factors need to be considered:
• How it will affect the identification
of risks of material misstatement – can
data analytics be useful here?

• Whether data analytics can also
be used to provide substantive audit
evidence – are they tests of controls
or substantive tests of detail analytical
procedures?
• Whether data analytics has an effect
on the evidence needed.

What is the way forward?

Nevertheless, in as much as we, in the
accountancy profession should be
worried about the future of our jobs in
this space, the Big Data revolution has
potential limitations in itself. Some of
the limitations are to do with the fact
that we still require a human being to
intervene in a number of processes,
but in a value-adding way. Some of
the limitations cited by professionals
include:
• The risk that data analyzed are not
relevant for the audit;
• The fact that analyzing 100% of
the transactional data will not translate
reasonable assurance into absolute
assurance. There will still be a need for
professional judgment and skepticism to
be exercised in forming an opinion;
• We cannot be over-confident in
technology when it comes to obtaining
factual evidence to support our
procedures in audit.
Some of the challenges that come
with Big Data and Analytics will be on
data acquisition, legal and regulatory
challenges, resource availability, oversight
role of regulators, retraining and reskilling of auditors and accountants.
Nevertheless, a number of aspects will
be affected by the Big Data revolution
such as the exercise of professional
skepticism in auditing, processes around
assessing risks of material misstatements
through understanding the entity and
its environment (ISA 315), quality
control in audits (ISA 220 and ISQC 1),
group audits (ISA 600) and accounting
for and auditing accounting estimates
(ISA 540). There is still hope for the
accountancy and auditing profession, if
we can start embracing Big Data and
analytics by getting interested in adding
value and relevance to our work around
data analytics. It is time to self-reskill
and re-train instead of waiting for our
organizations to do that for us. We must
remain relevant.
dmathuva@strathmore.edu
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INSPIRATION

EASING INTO
RETIREMENT

Potential retirees fear loss of professional
status closely linked to self-image
By Angela Mutiso
“To enjoy a long, comfortable retirement, save more today”
Suze Orman

“For the unlearned, old age is winter; for the learned, it is the season of the harvest
Hasidic saying

“Work structures us and gives us routine in our lives”
Psychologist Louis Primavera

I

f the idea of retiring early appeals
to you, start planning for it now.
Those people you see retiring early,
are not entirely mega earners; they
are able to retire early because they
started saving a lot of their income sooner.
Early retirement isn’t really bad, because
it enables you to remove job-related
tensions faster.
Just remember, that whichever age you
choose to retire, you should, if possible,
keep a few good friends, a good buddy,
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and an understanding doctor who can
follow your health issues. You can also
join a community that motivates you.
Most importantly, ensure that you have a
significant amount of money to keep you
going if life gets tricky. Early retirement
enables you to indulge in your hobbies
while you are still able to enjoy them.
Mature retirement is typically between 62
and 65. This article seeks to address the
calming side of retirement.
It was Benjamin Franklin who

famously said ‘there are three faithful
friends – an old wife, an old dog, and
ready money.” While this statement is
not far-fetched, some people often realize
with trepidation (in relation to money)
as retirement closes in, that it is never
easy to calculate a monthly retirement
income necessities correctly, so having
ready money can be a bit difficult. If you
plan well however, you can have a very
enjoyable retirement. The key to retiring
early is to start saving early, and while
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at it, try to save a high amount of your
income. If you can manage to save 15%
of your pay from the time you are 20
and continue doing so, early retirement
should be something to look forward
to. This could well be the best way to
overcome every fear so you can live your
most serene and empowered life. If you
commence late, start by living below your
means and saving any money that’s left
over.
Contemporary
retirement
is
nonetheless an unnerving thought. Most
workers cannot really count on a pension
to take care of their retirements — which
means you owe it to yourself to put aside
the requisite money to live comfortably
after you retire. Growing old and
seemingly heading ‘nowhere’ provides
no comfort to anyone. Retirement fears
are understandable and you have every
reason to be concerned. Retirement (as
described by Wikipedia) is the withdrawal
from one’s position or occupation or from
one’s active working life. A person may
also semi-retire by reducing work hours.

Over 80% of Kenyans may
end up in old age poverty

Not so long ago, a high ranking official
of the Retirement Benefits Authority
(RBA) was interviewed about retirement;
the revelation from this interview was
amazing and educative. During the
meeting, the official said something that
(if you think seriously about) certainly
makes a lot of sense. According to the
writer, he revealed that over 80% of
Kenyans will end up in old age poverty
for failing to save their finances by the
time they will be retiring. This is because
they believe that retirement is far away
and most people bank their futures on
financial help from their children or
relatives.
“The social fabric that holds families
together is fast breaking” he said, adding
that “as soon as a child gets independence,
he/she is gone. They will have their
own responsibilities. This is why most
senior citizens are living in some level
of poverty.” He noted that majority
live from pay to pay and so cannot be

consistent in their saving plans. Others
opt to save using other means such as
chamas (group meetings) or partnering
in small businesses. “It is advisable for
someone to begin saving as soon as they
enter into employment. We normally
advise members to set aside 30% of their
income. The earlier you begin, the better,
because you will save more by the time
you retire at the age of 60.” He opined.
Noting further that; “It is advisable for
retirees to draw a monthly income from
the schemes instead of a lump sum. While
one would want to begin a business of
some sort, research has it that most fold
within the first two years of operation. So
do not engage in business you have no
knowledge or passion for.” He said. This
sobering interview was conducted by tuko
under the title: RBA CEO (Dr. Edward
Odundo) gives shocking prediction of
Kenyans’ retirement.
Retirement Benefits Authority (RBA)
is a regulatory body under the National
Treasury, established under Retirement
Benefits Act. The Retirement Benefits
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Act was enacted as part of the on-going
reform process in the financial sector in
order to bring the retirement benefits
industry under a harmonized legislation,
to address the many problems that
have hitherto faced the industry. The
enactment of this Act filled a regulatory
vacuum which had existed in Kenya.

Not having enough money in
retirement is a frightening
thought

Talking about retirement, wisebread says,
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not having enough money in retirement
is a truly frightening thought. And since
it is impossible to know for certain how
much money you will need in retirement,
it’s not possible to entirely dispel
this anxiety, even if you have a robust
retirement account. It suggests (as we
had mentioned earlier) that to overcome
this fear most people have, that they can
possibly outlive their money, is to increase
those savings. Apart from this, people
worry that they can be bankrupted by
illness at retirement. The ever increasing

costs of health care for the aged, makes
this possibility even scarier. Among other
measures, you can plan the best and most
affordable medical insurance for yourself,
and have a medical card.
Wisebread notes that entering
retirement without the structure of a daily
routine can induce anxiety and fear. (Do
not allow this to happen to you). They
say one of the most important things
our culture needs to do, is stop looking
at work and retirement as two distinct
things, and start looking at them as two

INSPIRATION

Some fear outliving their money. But what
many fear most is the loneliness that
comes with retirement and the possibility
that there will be no-one to take care of
them when they leave their active lives.
different parts of your whole life. Both
your career and your retirement are your
life, and you need to see it all as something
that you can use to define yourself.
Why are many people afraid of
retirement? It is because of lack of
preparedness, loss of routine, and the panic
of not getting a regular salary. Again, not
getting money at month end, causes such
nervousness in some people, that they’d
much rather go on working until they
drop dead.
Why? AARP in discussing retirementplanning says experts see three emotional
fear factors: (i) the loss of professional
status that’s closely bound to self-image,
(ii) change and (iii) concern over how to
spend the extra time. Work structures
us and gives us routine in our lives,” says
psychologist Louis Primavera of Touro
College in New York City, who co-wrote
the 2012 book The Retirement Maze:
What You Should Know Before and After
You Retire. “We plan around work. It
is part of our identity. We go to a social
gathering and people say, ‘What do you
do?’ Clearly, what happens is people say,
‘What am I going to do? What am I going
to be?’ The fear of loss of identity is a major
fear.” AARP points out that, in his book,
Primavera says the change from a strong
work identity to a post-work identity can
be a slow process, especially for those
with significant emotional connections
to their careers. He recommends retirees
focus efforts on changing their selfidentification to meaningful non-worker
roles, because you can’t discard the worker
role without replacing it with something
else. (AARP is a United States-based
interest group whose stated mission is “to
empower people to choose how they live as
they age.” According to the organization,

it had more than 38 million members as
of 2018. AARP was founded in 1958 by
Ethel Percy Andrus and Leonard Davis.
Wikipedia).
Retirement and transition is a process,
it is something you plan carefully overtime.
Even the rich fear retirement as they
realize money is not everything. Some
fear outliving their money. But what many
fear most is the loneliness that comes with
retirement and the possibility that there
will be no-one to take care of them when
they leave their active lives. Transition
is never easy, remember, you are always
young inside; regardless of your age. Pay
more attention to yourself and find people
who share your interests and make you
restful, and spend time with them. In
addition, preserve and take great care of
your inner-self; of who you really are, and
make sure your self-confidence is intact.
In his acclaimed book; 365 steps to selfconfidence David Lawrence Preston says;
the child you once were, lives on inside
you, influencing every thought, every
emotion, every move. You’re with each
other every minute of the day. He goes
on to say that many people are in adult
bodies but they still react like children,
still attached to their parents, never having
broken free from the attitudes and beliefs
they got as children. Your inner child is
part of your personality which is playful
and spontaneous, likes fun, is imaginative,
loves the world of ‘let’s pretend’, is
sensitive, needs to be cared for and
understood and likes to please, seeking
love and approval in return. He suggests
that you learn to accept your inner child
as an important and valuable part of you.
This empowering approach can give you a
lot of comfort when you retire.
Retirement discussions have become

more intense lately. A study by a leading
American scholar which has gone viral in
the social media examines the relationship
between life expectancy and retirement
age… (Age of retirement vs lifespan).
The researcher notes that many large
organizations are in agreement, and fulltime managers who retire at the age of
sixty-five usually die within eighteen
months. The statistics done concluded
that the later you retire, the earlier you
die. It notes that full time managers face
enormous pressure every day. Constantly
living in the emotional tension, so it is
easy to push themselves to the edge of
collapse. The researcher points out that the
sooner you leave the circle of power and
money and get rid of the shackles of fame
and luxury, the happier you will be and
the longer you will be able to live a basic
life. Some people have refuted this study,
arguing that longevity is determined by
many factors. They note that some people
live longer precisely because they never
stop working and doing the things they
love doing while they work.
All things considered, don’t forget as a
retirement hopeful that there are no easy
fixes. Ensure you have money and a plan
when you retire. Extend your work life if
that is what will give you a comfortable
retirement. After all, as Fortune magazine
explained under the title retire rich, most
folks are at or near their peak earning
power in their sixties. If you want to
retire now however, the key is to stay
connected, go on interacting socially, be
happy, exercise, eat healthy foods, live a
structured life, love, invest, save and keep
hope alive.
cananews@gmail.com
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THE BLUE ECONOMY
AND THE 2030 AGENDA FOR
SUSTAINABLE DEVELOPMENT
We need to develop our waters in an inclusive and
sustainable manner for the benefit of all

The oceans’ carrying capacity is near or at its limit” and urgent action on a global scale is needed to protect them.
Former UN Secretary General Ban Ki-moon, underlining the continuing threat to the oceans in 2016
By Angela Mutiso

Leaders pose for a photo at
The Blue Economy Conference in Nairobi
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Below are excerpts from the Blue Economy conference

K

enya and its co-hosts Canada
and Japan hosted the first
global conference on the
sustainable blue economy
in Nairobi on 26th to 28th
November, 2018. The overarching theme
of the conference was the blue economy
and the 2030 agenda for sustainable
development.
Over 18,000 participants from around
the world met at the Sustainable Blue
Economy Conference to learn how to
build a blue economy that: Harnesses
the potential of our oceans, seas, lakes
and rivers to improve the lives of all,
particularly people in developing states,
women, youth and Indigenous peoples
and that leverages the latest innovations,
scientific advances and best practices
to build prosperity while conserving
our waters for future generations.
The conference captured concrete
commitments and practical actions that
can be taken today to help the world
transition to the blue economy.
Speaking during the conference,
Kenya’s President Uhuru Kenya said;
“I am convinced that for the sake of the
present and future generations, and for
the continued viability of our ecosystems,
we have to envision a different future
and, therefore, a different model for the
blue economy. I pledge to envision that
future and do my part to promote it.”
He further stated that his administration
was taking steps to expand institutional
governance mechanisms to enhance
coordinated management of the blue
economy. During the conference, which
was attended by delegates from around
170 countries, President Uhuru Kenyatta
received a special award from the African
Union Commission (AUC) for his role in
hosting the world’s first Blue Economy
Conference in Nairobi.
As Kenya prepared for the much
anticipated and well attended meeting,
Kenya’s Foreign Affairs Principal
Secretary Macharia Kamau was reported
as saying - “We need to understand
the huge potential that lies in building
maritime fishing capability that can
enable us enjoy the benefits of our ocean.”

Why was the conference
necessary?

As explained by the stakeholders; the
world has rallied around the enormous
pressures facing our oceans and waters,
from plastic pollution to the impacts of

Approximately
350 million
jobs are linked
with oceans,
international
trade in fish
products spans
85 Nations and
involves an
estimated $102
billion per year
and about $9
billion is made
in ecotourism
related to coral
reefs.

climate change. At the same time, there
is international recognition that we need
to develop our waters in an inclusive and
sustainable manner for the benefit of all.
The
Sustainable
Blue
Economy
Conference builds on the momentum of
the UN’s 2030 Agenda for Sustainable
Development, the 2015 Climate Change
Conference in Paris and the UN Ocean
Conference 2017 “Call to Action”.
The conference identified how to
harness the potential of the blue economy
to create jobs and combat poverty
and hunger; Showed how economic
development and healthy waters go hand
in hand; captured commitments and
practical actions that can be taken today,
and brought together the players needed
to transition to a blue economy.
The hope of the conference was to
enable participants to help shape the
transition to the blue economy; hear
about the latest innovations in science
and technology to ignite blue growth;
create new partnerships and projects
that transcend boundaries; learn about
success stories and concrete actions
for driving sustainable blue economies
while addressing the challenges of
protecting our waters; share strategies for
transitioning to a blue economy in your
country or region and to be mobilized for
change.
Sustainable
global
development
greatly depends on the strength of
our blue economy. The 2030 Agenda
for Sustainable Development and the
Sustainable Development Goals (SDGs)
outline this prominent connection and
ways to achieve sustainability by 2030.
The blue economy relates to the
sustainable use and conservation of
aquatic resources, including: Seas, lakes,
rivers and oceans. It was noted that many
countries have embraced the benefits and
immense potential of these resources and
are using them to further their: Social
progress, economic growth and protection
of the environment. When maintained
and protected, aquatic resources can
contribute to sustainable and inclusive
global development.
During the 3 day conference, leaders
from around the world made their
commitment to the blue economy. There
were over 60 side events to choose from
over 3 days on all facets of the blue
economy. During the Thematic Session,
experts discussed; Smart shipping, ports,
transportation and global connectivity;
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employment, job creation and poverty
eradication,
cities, tourism, resilient
coasts and infrastructure.

Thematic sessions

It was observed that the better connected
a port is to global shipping networks,
the greater the rewards. Ports are a
hub for shipping, as well as economic
development activities like fishing
and tourism. Maritime shipping is the
cheapest way to transport bulk goods
worldwide, delivering over 90% of
items from shore to shore. They attract
investments from all sectors, creating jobs
and developing infrastructure that can
transform a country’s economy.
During the deliberations, participants
were expected to discover; Innovations in
energy efficiency; how to make ports more
efficient, how to use science to address
climate change;
what smart shipping
means for the future of the blue economy
and the innovative regulations and
policies needed to enable transportation
and global connectivity.
In the biz and private sector forum,
participants were expected to among
other things, learn about: investing in the
blue economy, from tourism, maritime
transport, aquaculture to renewable
energies; innovative financing for the
blue economy, such as “green bonds” and
how to build economic growth that is
sustainable.
It was pointed out that secure and
safe maritime resources are essential
for trade, communication, and job and
wealth creation. Security challenges have
escalated with attacks from criminals and
terrorists on ports, offshore installations
and ships. These attacks are showing
increased innovation and sophistication,
and endangering crew, ships, cargo,
marine life and other investments. They
said they must work together to find
solutions that keep marine resources
safe from harm. “Our collaboration will
lead to new regulations and technologies
that deter a range of threats and criminal
activity, including illegal, unregulated and
unreported fishing, in the long and short
run.” They observed.
Participants discovered Threats
to maritime security, Blue technology
advances in security,
institutional
frameworks that include preventative
measures,
International
Maritime,
Organization initiatives to tackle crime,

and opportunities to include stakeholders
in the security discussion. Other topics
discussed included; What an Inclusive
Blue Economy looks like for the
Youth, education and capacity building,
inclusive Policy Perspective and strategic
partnership in Blue Economy.
While discussing - An Emerging
New Development Paradigm of the Blue
Economy in IORA; A Policy Frame work
for the Future, Professor V.N Attri; Chair,
Indian Ocean Studies, Indian Ocean
Rim Association, (IORA), University of
Mauritius, captured the topic well when
he said in his introductory statement that
- Oceans are essential to human life as
they provide food security and income for
millions of people and act as a highway
to global trade. This century is known as
the “Maritime Century”. The upcoming
new technologies are paving the way for
human interaction with the oceans. They
drive economic growth and bring benefits
to society. Approximately 350 million
jobs are linked with oceans, international
trade in fish products spans 85 Nations
and involves an estimated $102 billion
per year and about $9 billion is made
in ecotourism related to coral reefs. He
also discussed at length - The Pillars of
the Blue Economy, Established” and
“Emerging” Industries under the Blue
Economy and Initiatives undertaken by
Member States of IORA in the Blue
Economy.
The overview of the Blue Economy
meanwhile revealed that… covering
more than two-thirds of the planet,
the global ocean is fundamental
to human well-being. It provides
seafood and other nutrition essential
for more than a billion people. Its
shipping routes connect countries and
communities around the world. Submarine cables that cross its floor carry 90
percent of the electronic traffic on which
communications rely. The ocean regulates
the earth’s climate, producing oxygen that
we breathe and absorbing man-made
emissions of carbon dioxide. Ecosystems
such as coral reefs help protect coastal
communities from storm surge and wave
damage, while mangroves, sea grasses,
and salt marshes are significant natural
carbon sinks. Estimates of the ocean’s
contribution to the world economy range
from US$1.5 trillion to US$3 trillion a
year, about 3-5 percent of all economic
activity in the world. Driven by a

growing global population and the need
for new sources of growth, the ocean is
becoming more and more an economic
frontier, a dynamic three-dimensional
environment where resources are rich and
varied and shift from depths to surface or
migrate over long distances.
Traditional economic activity of the
ocean is projected to continue to rise—
seaborne trade by 3 to 4 percent annually
to 2030, global tourism by almost 4
percent annually to 2025. At the same
time, the ocean is spawning a host of
emerging industries, such as offshore
wind, tidal, and wave energy; aqua-culture
(the “farming” of fish and other seafood);
seabed mining; and marine biotechnology,
the making of drugs from saltwater
life forms. Some of these industries are
already quite visible. Turbines can be
seen harnessing the winds off growing
numbers of coastlines; their capacity has
risen from practically nothing twenty
years ago to more than 7 gigawatts
today, with projections suggesting ten
times that volume by 2050. All in all,
OECD projections show ocean-based
industries as a group outperforming the
growth of the global economy in the
years ahead, doubling their contribution
to GDP by 2030.
Leaders from across the world who
attended the enlightening conference,
stated what they intended to do to ensure
the success of their deliberations. The
Second UN Ocean Conference is expected
to be co-hosted by the Governments of
Kenya and Portugal and will focus on
reviewing the implementation of SDG14,
and in particular the 2020 targets under
SDG14. It is expected to take place in
June 2020 location in Lisbon, Portugal (IISD reporting services).
Organizers of the Sustainable
Blue Economy Conference in Nairobi
included among others; The Ministry of
Foreign Affairs. Partners were; Office of
The President-Government of Kenya
(GOK), Ministry of Public Service,
Youth and Gender Affairs-GOK, World
Leaders of Today (WLT), International
Conference for the Great Lakes Region
(ICGLR-Youth Forum), host master of
ceremonies (MC) Walter Mongare snr.
Deputy Director, Youth Programs-Office
of the President-Kenya.
Sources: Blue economy conference.go.ke,
World Bank.
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HOW YOUR BODY
CLEANSES ITSELF
Compiled by Angela Mutiso

Y

ou might be surprised to
learn that not many people
know how their body organs
function.
However, as
many previously overlooked
diseases are suddenly claiming more lives
in Africa, people are starting to realize
why it is essential to understand their
bodies better. The need to know what to
do to keep these infirmities at bay is now
urgent.
Body waste is a daily part of our
bodily functions. It prevents illness,
cleans our bodies, protects us, and gets
rid of superfluous matter that our bodies
do not use. It is not odd but an essential
process! This feature examines, among
other things, how the human body
cleanses itself. And clearly, elimination
of toxins is a very good place to start.
Evidently, we can no longer ignore the
surge of (so called lifestyle) diseases like
diabetes, stroke, arthritis, gout, ulcers,
blood pressure, heart attacks, and many
others. It is necessary from the onset,
to understand that the organ systems
involved in eradicating waste from the
body are the lungs, the skin, and the
digestive tract. However, two organs are
particularly significant. They are the liver
and the kidneys. The whole journey from
the mouth to the rectum can take about
24 hours in an ordinary human. The solid
parts of the food that you no longer need
moves to the large intestine and is finally
released from the body.
A close associate timidly confessed
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that she did not know the role kidneys
play in our bodies until hers started
ailing. Now she knows why they are
(very) important and freely shares her
in-depth knowledge and experience. She
says your kidneys do a lot of work to keep
you healthy. Among other things, they
clean your blood and regulate chemicals
and liquids in your body. They also help
regulate your blood pressure and aid in
making red blood cells. Your kidneys
also remove toxins from your blood and
produce urine to carry them from the
body. Urine, as you may already know, is
a concentrated solution of waste material
containing water, urea salts, amino
acids, byproducts of bile from the liver,
ammonia, and any substances that cannot
be reabsorbed into the blood. Urine flows
from the kidneys to the bladder through
the ureters. The wastes in your blood
come from the normal breakdown of
active muscle and from the food you eat.
Your body uses the food for energy and
self-repair. That is why it is said that you
are what you eat.
Waste elimination can guard you
against several ailments and enable you to
live longer. Therefore, consistent secretion
of waste is one of the best things you can
do to your system. Your body is about
60% water. This water should be secreted
and substituted regularly. The respiratory
system is responsible for carrying oxygen
and carbon dioxide in and out of your
body. While the excretory system is
responsible for removing waste from your

body. This process helps to keep salts and
urea from building up to risky levels and
getting toxic.
The colon is part of the large intestine,
the final part of the digestive system. Its
function is to reabsorb fluids and process
waste products from the body and prepare
for its elimination. The colon consists of
four parts: descending colon, ascending
colon, transverse colon, and sigmoid colon.
While the small intestine plays a major
role in absorbing nutrients from food, the
large intestine plays a much smaller role.
It stores waste, reclaims water, maintains
water balance, absorbs certain vitamins
(like vitamin K), and provides for floraaided (mostly bacterial) fermentation. The
descending colon is located on the left
side of the large intestine, extending from
the bend below the spleen to the sigmoid
colon. The descending colon stores the
food to be emptied into the rectum. The
colon is held in place by peritoneum,
a thin layer of tissue that supports the
abdominal organs. Blood vessels, lymph
vessels, and nerves all pass through the
peritoneum to reach various organs- says
healthline. It goes on to explain that the
colon is often called the large intestine
or the large bowel. When food enters
the body, it’s digested mostly in the small
intestine, where vitamins and minerals
are taken out. After that, the food moves
into the colon. The colon takes out water,
and bacteria in the colon help break down
the food to prepare it to leave the body.
A healthy colon basically functions as
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The colon is part of the large intestine, the final
part of the digestive system. Its function is to
reabsorb fluids and process waste products from
the body and prepare for its elimination.
the “cleanup” crew of the body…When
the colon is not moving regularly it could
mean the body isn’t eradicating the toxins
it needs to. The toxic material leaks back
into the blood and causes the liver to over
work in detoxifying - eventually causing
heaviness and a foggy head and leading
to leaky gut and other issues - which are
dramatically on the rise.
What can you do to aid this
process? Choose your food carefully,
because certain types of foods can
help the digestive process while others
can negatively disrupt it. Detox diets
are believed to be short term dietary
interventions meant to remove toxins
from the body. There are many types of
food you can eat to detoxify… they include
those with lots of fiber as well as fruits,
vegetables, and lots of water. Fasting is
also good just before detoxifying. Herbs
and some types of suppositories are useful
as well. It is believed that detoxification
helps rid the body of toxic elements from
the environment and prevents certain
ailments. Detoxifying also helps to
stimulate the liver to remove bad matter
and promote toxin elimination through
feces, urine and sweat. It is also known
to improve circulation and provide the
body with healthy nutrients. During the
detoxification process, you could decide to
starve, drink fresh fruit juices, fruit pulps,
lemon juices and plenty of water. While
at it, you should avoid smoking, refined

foods, and alcohol. Avoid refined sugar
and salt. Sodium sticks to water, so you
can use water to get rid of it, but this takes
between 12 hours to 5 days. Depending
on how much you ingested; this process
will continue until the level of salt in your
body is stabilized.
Fiber is not digestible, it plays a vital
role in the digestion process as it helps to
build up your food and move it in your
colon in a manner that ensures it stays
healthy. Constipation can be treacherous,
but at times it can be due to dehydration,
and not eating the right food. It could
also portend cancer, stress, spine and
muscle problems and other digestive
issues. So if it is chronic, you may need
to see a doctor. There are many types of
food that can cause constipation, but real
culprits include; alcohol, processed food,
milk and dairy products, fat, red meat,
unripe bananas and fried food. Generally,
constipation is an indication that your
diet needs more fiber and possibly liquids
too. Constipation occurs when digested
food over-stays in your colon…making
your stool stiff and dry — and hard for
your rectal muscles to remove it from your
body.
If you are not going to the toilet as
often as you should, there could be a
problem that needs sorting out. There
are however, certain reasons that can
determine the regularity of your toilet
visits on certain days. These could be

your gender, age, level of stress, as well
as what you eat, how you eat, the state of
your health and the exercises you do. You
should at least empty your bowels once a
day, three or less times a week is not good.
Incidentally squatting is usually the best
position for you when emptying your
bowels, but you could use a footstool and
appear like you are squatting rather than
just sitting if you are using a sitting toilet.
Body Waste Facts - Your body systems
include - kidneys, sweat glands, lungs and
rectum. Your nose and eyes also excrete
invading dust and foreign materials, nasal
discharge is good for your system as well.
This is what happens; body waste usually
include; urine, through the kidney; carbon
dioxide (lungs); excrement through the
digestive system; earwax through the ear,
sneezing, nasal discharge through blowing
your nose, while tears remove dirt and
unwanted matter from your eyes. Sweat
contains urea, salts, sugars, and ammonia.
It moves onto your skin, and cools your
body. Body gas and vomit, are all part of
the elimination process. Pus is part of the
process as well, pus shows that your body
is working well as it comprises dead skin
cells, dead bacteria, white blood cells and
debris that your body is riding itself of, to
clear the way for you to get well…it is just
part of life; and it is not gross.
cananews@gmail.com

Health tips
• To ease constipation, take lots of water, take food
with fiber, take fiber supplements, take a laxative or
stimulant, dehydration can cause constipation, so
use a stool softener, massaging the colon can help
stimulate the colon.
• Some of the best foods to eat when you are
constipated are - Apples, pears, citrus fruits, greens,
sweet potatoes, oat bran, chia seeds, beans, peas,
lentils, flaxseeds and whole grain bread. Others are
pawpaw, plums, strawberry, pine apples and kiwi.
Anise tea and fennel tea are good too.
JANUARY - FEBRUARY 2019
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Africa’s Richest Pastors
Africa’s Richest Pastors; Combining faith, Business Success and Hedonism. Some
with a net worth of around $150 million. In addition owning a fleet of cars, a
private jet worth about $37 million, and houses across many countries in Africa.
Find out how charisma, perfect communication skills, a good business acumen
deep knowledge of the scriptures and human behavior can rake in millions.
Source: everydaychimp

Ivory Coast and Chelsea great Didier
Drogba announced his retirement on
Wednesday after a 20-year career. The
40-year-old scored 164 goals in 381
appearances for Chelsea, winning four
Premier League titles, four FA Cups
and the 2012 Champions League, while
he is also Ivory Coast’s all-time record
goalscorer with 65. Drogba most recently
played for Phoenix Rising in the United
Soccer League. “I wanna thank all the
players, managers, teams and fans that
I have met and made this journey one
of a kind,” he wrote in a statement on
Twitter. “If anyone tells you your dreams
are too big, just say thank you and work
harder and smarter to turn them into a
reality.” Drogba played club football in
six different countries in total, with the

Former Chelsea and
Ivory Coast striker
Didier Drogba retires
from PLAYING
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Former US President
George H.W. Bush dies
at 94
(on 30th November, 2018)
George H.W. Bush advocated a “kinder,
gentler” conservatism.
He also pursued policies that helped topple
the Soviet empire and initiated military
campaigns that ousted Panamanian
strongman Manuel Noriega and crippled
Iraq’s Saddam Hussein.
His pledge, “Read my lips, no new taxes,”
came back to haunt him when he lost his
bid for a second term to Bill Clinton.
The lifelong Republican and father of
President George W. Bush voted for
Hillary Clinton in the Democrat’s failed
run against Donald Trump in 2016.
Source: CNBC

majority of his success coming in France and
England. He won the Premier League Golden
Boot in 2006-07 and 2009-10, netting 104 times
in the English top flight in total, and also scored
a dramatic late equaliser when Chelsea beat
Bayern Munich on penalties in the Champions
League final six years ago. Drogba’s last game
was Phoenix’s 1-0 loss to Louisville City in the
USL Cup final on November 8.
Source: sports.ndtv

TID BITS
The following are features suggested by Africa.com. You can follow them up from their sources on the web.

Common Misperceptions about
Unconditional Cash Transfers in Africa

Research conducted by the Transfer Project, a multi-partner initiative that includes
the UN agencies for children and food, national governments besides national
and international researchers found that unconditional cash transfers, or UCT, are
different from universal basic income in that they are time-bound and are given to
poor households who make spending decisions consistent with their needs. And
even though the transfer size to families in respective countries differed, the results
showed cash injections generally empowered beneficiaries to invest, seek their own
entrepreneurial initiatives, and didn’t lead to price distortion or inflation at a local
market level.
Sources: Quartz Africa

Africa’s Offshore Oil
and Gas Industry
With the oil price back at levels last seen in
late 2014, and oil company coffers swelling,
Africa’s leading hydrocarbons producers
are hopeful that they can draw investment
back to the continent’s upstream oil and gas
sector after some lean years.
Sources: African Business Magazine

Changing Mobility
Solutions for Africa

Uber announced the launch of their motorcycle
taxi service UberBoda in Nairobi, Kenya, six
months after launching the service in Kampala,
Uganda. The Boda service is aimed at providing
residents of Nairobi with quick and affordable
commute options across the city using the Uber
app and is set to compete with Taxify which
launched its Boda service in March, Ugandabased SafeBoda which launched in Kenya
just three months ago, and other services like
GetBoda, VutaRide and BusyBoda.
Sources: Ventures Africa

The Transitional
Stabilization
Program to
Revive Zimbabwe’s
Economy
President Emmerson Mnangagwa
says he wanted all state-owned
companies that provided services
such as electricity, water and
transport, to run efficiently. The
National Railways, with a debt of
more than $300 million despite an
influx of tax dollars, is one of those
expected to turn around by this
program.
Sources: VOA

Local Producers of
Heineken in Africa

Rwanda’s biggest brewer, Bralirwa
Ltd, will start making Heineken beer
locally next month (December) in a
move that will allow it to cut retail
prices by a fifth. Bralirwa, which
produces local beers like Primus, has
been importing Heineken made in
the Netherlands. The beer will also
be exported to neighboring countries
such as Burundi and Democratic
Republic of Congo.
Sources: Reuters
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BOOK REVIEW

Reviewed by Angela Mutiso, cananews@gmail.com

Title: The Tipping Point: How Little
Things Can Make a Big Difference
Author: Malcolm Gladwell
Category: Psychology, Sociology
Publisher: Little, Brown and Company

A

t times, just changing our
way of thinking, looking
at things from a different
perspective, and relating with
the right people, can be our
tipping point. Love, has a tipping point,
addiction has a tipping point, success also
has a tipping point. The tipping point is
that magic moment when an idea, trend
or social behavior crosses a threshold, tips,
and spreads like wildfire.
Gladwell defines a tipping point
as “the moment of critical mass, the
threshold, the boiling point”. The author
has written other exciting books. Notably,
Blink: The Power of Thinking Without
Thinking (2005), Outliers: The Story of
Success (2008) and David and Goliath:
Underdogs, Misfits and the Art of Battling
Giants (2013).
He also describes the Tipping Point
as the biography of an idea, and the idea
is very simple. It is that the best way to
understand the emergence of fashion
trends, the ebb and flow of crime waves,
or, for that matter, the transformation of
unknown books into bestsellers, or the rise
of teenage smoking, or the phenomena of
word of mouth, or any number of the other
mysterious changes that mark everyday
life is to think of them as epidemics.
Gladwell’s book attempts to explain
and describe the “mysterious” sociological
changes that mark everyday life. He says:
“Ideas and products and messages and
behaviors spread like viruses do”. The
author presents three variables that decide
whether and when the tipping point will
be achieved. The three “rules of epidemics”
that Gladwell pinpoints are: the Law of the
Few, the Stickiness Factor, and the Power
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of Context. These three rules, enable us
to make sense of epidemics. They tell us
how to reach the tipping point. This book
takes ideas and applies them to other
intriguing situations and epidemics from
the world around us. How it really works
will astonish you.
Just as a single sick person can start an
epidemic of the flu, so too can a small but
precisely targeted push cause a fashion
trend, the popularity of a new product, or
a drop in the crime rate…says a reviewer.
In this fascinating book, Gladwell presents
some interesting cases to the reader.
He says for Hush Puppies – the classic
American brushed-suede shoes with the
lightweight crepe sole, The Tipping Point
came between late 1994 and early 1995,
where the brand that made them famous
had been all but dead until that point.
The company was considering phasing
them out when at a fashion shoot, two
of their executives ran into a stylist
from New York who told them that the
classic Hush Puppies had precipitously
become fashionable in the clubs and bars
in downtown Manhattan. They could
not understand how shoes that were so
out of fashion could make a come-back.
Suddenly, so many famous people wanted
them, and it all started with certain kids
who started wearing the Hush Puppies
shoes precisely because no one else would
wear them. Then the enthusiasm reached
two fashion designers…No one was
trying to make them a trend, yet that’s
exactly what happened. The shoes passed
a certain point in popularity and they
tipped.
Gladwell gives another example;
this time it’s about the badly poor New
York City neighborhood of Brownsville
and East New York, when the streets
would turn into ghost towns at dusk;

ordinary working people wouldn’t ride
their bicycles on the sidewalks, children
wouldn’t ride their bicycles on the streets
… the drug trade ran so rampant and gang
warfare was so bad that people would
take to the safety of their apartments at
nightfall. All manner of violent crimes
would happen there. But then, something
strange happened, at some mysterious
and critical point, the crime rate began to
turn. It tipped. Within five years, murders
had dropped and total crimes had fallen
by almost half. Sidewalks filled up again,
the bicycles came back, and folks came
back too.
The Tipping point’s contents include,
the power of the context, the magic
number one hundred and fifty, (the figure
150 seems to represent the maximum
number of individuals with whom we can
have a genuinely social relationship)…
case study; rumors, sneakers, and the
power of translation, case study; suicide,
smoking and the search of the unsticky
cigarette. Conclusion; focus, text and
believe.
This book has received many accolades.
For example, Jeffrey Toobin, author of A
Vast Company says “The Tipping Point is
one of those rare books that changes the
way you think about, well everything. The
book sets out to explain nothing less than
why human beings believe the way they
do, and astonishingly, Malcom Gladwell
has the smarts and panache to pull it off.”
The Observer (UK) says “Gladwell is
intelligent, articulate, well-informed, and
thought-provoking… The Tipping Point
is full of interesting stuff.”
You will enjoy this book.
It is available in leading bookshops and
online.

Malcolm
Gladwell

MEMORABLE QUOTES

2018 after a 20-year career.

“We remember her for the many
great things that she did for
this country. She did without
expecting anything in return.
She did it because it was just
and right to do so. She fought
the fight for women not because
of wealth but because it was the
right thing to do.”
President Uhuru Kenyatta
eulogizing Ms Jane Kiano,
a former chairperson of
Maendeleo ya Wanawake
Organisation (MYWO), who
died in October, 2018, aged
74. Ms Kiano was the widow
of Dr. Julius Gikonyo Kiano, a
former Cabinet minister and
nationalist.
“I love you, too.”
These are reported to be the last
words the late 41st president
of the US George W. Bush told
his son George Bush after the
younger Bush told his father, he
had been a “wonderful dad”
and that he loved him. Bush died
on November 30, 2018, at the
age of 94 years, 171 days.
“I wanna thank all the players,
managers, teams and fans that I
have met and made this journey
one of a kind,”
Ivory Coast and Chelsea great
Didier Drogba announcing
his retirement from football on
Wednesday 21st November,

“I was unable to turn him
down… He was more than a
king. He was God,”
A woman, who had been a
church member since childhood.
She was speaking to a South
Korean television during the trial
of a South Korean Pastor and
cult leader. The South Korean
cult leader was convicted on
November 22 of the multiple
rape of eight female followers some of whom believed he was
God - and jailed for 15 years.
South Korea was swept with a
wave of #MeToo accusations;
this is believed to have enabled
his victims to speak up.
“The social fabric that holds
families together is fast
breaking. As soon as a child
gets independence, he/she is
gone. They will have their own
responsibilities. This is why most
senior citizens are living in some
level of poverty.”
Former Chief Executive Officer of
the Retirement Benefits Authority
(RBA) Dr. Edward Odundo
“We are clearly the last
generation that can change the
course of climate change, but we
are also the first generation with
its consequences,”
Kristalina Georgieva, CEO of the
World Bank.
The Bank announced that its
record $100bn (£78bn) of
climate funding from 2021-2025
would for the first time be split
equally between projects to cut
emissions and those protecting

people from the floods, storms and
droughts that global warming is
making worse.
“Climate extremes are the new
normal…The climate debate
can no longer only be about the
causes – it also needs to focus on
how billions of people at risk can
rapidly adapt.”
Prof Patrick Verkooijen, CEO of the
Global Center on Adaptation, in
the Netherlands.
“The Holy Father appoints us, and
with the obedience to the service,
we have committed ourselves to,
we accept.”
Bishop Phillip Anyolo of Homabay
Diocese. Upon his appointment by
Pope Francis as the Arch Bishop
of Kisumu. The Bishop who is
also the Chairman of the Kenya
Conference of Catholic Bishops
(KCCB), will take over from
Archbishop Zacheus Okoth who is
due to retire.
Source; Daily Nation
“Our goals can only be reached
through a vehicle of a plan, in
which we must fervently believe,
and upon which we must
vigorously act. There is no other
route to success.”
-Stephen A. Brennan
“We must give more in order to
get more. It is the generous giving
of ourselves that produces the
generous harvest.”
-Orison Swett Marden
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INSTITUTE NEWS

ICPAK marks

I

t was pomp and colour as the Institute
of Certified Public Accountants of
Kenya held its 40th Anniversary
celebration on Friday 7th December
2018. The celebrations coincided
with this year’s Chairman Ball which was
hosted at Safari Park Hotel and Casino,
Nairobi.
The celebrations were attended by
members of the Institute, members of
Council, former Chairmen of the institute,
former council members and also attracted
representatives from other professions,
business leaders, corporate partners and
many prominent guests.
The event which was themed, “Renewing
the Promise”, was an opportunity to reflect
on the growth of the accountancy profession
in Kenya, celebrate the milestones achieved
so far and to appreciate those who have
played pivotal roles in the growth of the
accountancy profession through the award
of Commendations and Fellowship of the
Institute of Certified Public Accountants
Kenya.

CPA Josephat Njoroge Waititu
CPA Nicholas Kimanzi Mumo
CPA Patrick Mutinda Sila
CPA Charles Tung’a
CPA David Obwaya Gichana
Additionally, former Chairmen of the
Institute were also honored through the
award of certificates of appreciation for
having rendered invaluable service to the
Institute during their time. A total of ten
former Chairmen attended the event.
They included:
FCPA Ameerally R. Kassim-Lakha
FCPA Daniel Ndonye
FCPA Joe Kamau Muchekehu
FCPA Ndung’u Gathinji
FCPA James N. Muguiyi
FCPA Nguru Muregi Wachira

FCPA Amos M. Kimunya
FCPA Rose Ogega
FCPA Stephen Lugalia
FCPA Benson Okundi
The Institute of Certified Public
Accountants of Kenya was established
on 17th November 1978 through the
Accountants Act, with the mandate of
regulate and promote the accountancy
profession.
From a paltry seed capital of Ksh.120,000
donated by the government, with only
400 members, the Institute has expanded
over the years to grow its asset base to
billions of shillings, its membership to
over 21,000, a fully-fledged world class
university and a robust CSR program.

During the event three members
admitted to the College of Fellows of
the Institute through the conferment of
the Award of Fellowship while sixteen
others were awarded with certificates of
commendation.
Those who received the award of
fellowship are: FCPA Joseph Zachary
Abuta, FCPA Evans Mulera, and FCPA
Thomas Mwadeghu.
Those who received certificates of
commendation are:
CPA Bernard Muiruri Ndungu
CPA M`mbijjewe Sheila Mary Riziki
CPA Millicent Omukaga
CPA Bernard Amukah
CPA James Omingo Magara
CPA Susan Khakasa Oyatsi
CPA Isaac Kiprono Ruto
CPA William Omondi Ogollah
CPA Prof. Patrick Ngumi
CPA Edwin Nyabuga Makori
CPA John Kisako Matuti
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Guests at the 40th anniversary dinner

ICPAK Former Chairmen who attended the dinner, from Left (FCPA Joe Muchekehu,
FCPA Benson Okundi, FCPA Rose Ogega, FCPA Ameerally Kassim Lakha, FCPA Stephen
Luglia,FCPA Daniel Ndonye, FCPA Ndung’u Gathinji, FCPA James Muguiyi, FCPA Amos
Kimunya, FCPA Nguru Wachira and ICPAK current Chairman FCPA Julius Mwatu

INSTITUTE NEWS

FCPA Julius Mwatu (left) presents award of
commendation to FCPA Evans Mulera

ICPAK Chairman FCPA Julius Mwatu (left) presents award
of commendation to ICPAK CEO CPA Edwin Makori

ICPAK former Chairman FCPA Joe Muchekehu (second right)
presents award of commendation to CPA Bernard Ndungu

ICPAK Chairman FCPA Julius Mwatu (left) presents award
of commendation to FCPA Hon. Thomas Mwadeghu

ICPAK Chairman FCPA Julius Mwatu (left) presents award of
commendation to ICPAK former CEO CPA Dr. Patrick Ngumi,
looking on is ICPAK Vice Chairman CPA Denish Osodo

FCPA Amos Kimuya recalls his times
as Chairman of the Institute
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BUJUMBURA
The Golden Gateway to
Congo’s South Kivu
By Clive Mutiso

Lake Tanganyika

A

t the northern tip of the
longest freshwater lake in
the world, nestled between
the mountains that line the
boundary of East Africa and
the Democratic Republic of Congo is the
picturesque city of Bujumbura, capital of
Burundi. The imminent establishment
of a Special Economic Zone to promote
industrialisation and regional trade
is bringing an influx of new business
visitors, many of whom are surprised by
all that is on offer.
The Special Economic Zone is a
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government initiative that is being
implemented by an experienced private
sector developer. Investors are being
offered duty free factory, industrial, and
warehouse opportunities at a massive
prime site beside the Rusizi River, within
walking distance of the DRC border,
giving easy access to the vast market of the
South Kivu region of Congo and beyond.
Industrial development has always been a
priority of President Pierre Nkurunziza,
and he has personally travelled around
the diaspora to encourage Burundians to
return home and start industries. Those

who have taken up the challenge have
thrived, and now the Special Economic
Zone is poised to take industrialisation to
a new level.
Key objectives are to create
employment, generate foreign exchange,
and to expand Burundi’s manufacturing
base. There is an abundance of iron ore,
limestone, rare earths used in electronics,
and
almost
limitless
agricultural
commodities suitable for value added
processing for export. Electricity supply
is limited, but one of the targets of the
Special Economic Zone is to increase

TRAVEL

power generation to achieve selfsufficiency, and to supply the national
grid. The SEZ is encouraging proposals
for solar power plants, biomass power
generation, and innovative technologies.
The country has vast reserves of peat, a
precursor to coal, and this could prove
to be a feedstock for thermal power
generation.
The Rusizi River, which flows out of
Lake Kivu in the north, and replenishes
the waters of Lake Tanganyika, passes
through rich alluvial plains which would
be ideal for irrigation projects.
Burundi has always been an important
source of gold, and other valuable
minerals. Many of these minerals are
relatively unexploited and there is vast
potential for import substitution and

value-added processing for the domestic,
regional, and international market. The
country is a major African exporter
of gold, produced by artisanal miners
within Burundi, and over the Congo
border. With Kinshasa half a continent
away from eastern DRC, Bujumbura is
the main supply route for nearly half of
its wealthy neighbouring country. The
Congolese city of Uvira is clearly visible
from Bujumbura, just across the lake, and
the South Kivu regional capital of Bukavu
is only a 40-minute drive from the border.
Bujumbura has a spectacular vista of the
South Kivu Mountains, which form the
backdrop to the lake. The rich Burundian
volcanic soils, tropical climate, and good
rainfall provide the perfect conditions
for premium tea and coffee crops. So

Kagera Falls

The Capital city
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Gold mining in Burundi

Key objectives are to create employment, generate
foreign exchange, and to expand Burundi’s
manufacturing base. There is an abundance of iron
ore, limestone, rare earths used in electronics, and
almost limitless agricultural commodities suitable
for value added processing for export.
there are plenty of opportunities to make
money from agribusiness. Apart from
membership of COMESA and the East
African Community, Burundi is a founder
member of CEPGL, the Economic
Community of the Great Lakes States.
The proximity to the eastern DRC city
of Uvira should not be underestimated.
Periodic insecurity in the east of Congo,
and
rudimentary
communications
and supply channels, mean that many
Congolese prefer to cross the border to
shop in Bujumbura. Under the auspices of
the Special Economic Zone, investors will
be able to set up duty free warehousing
operations, importing goods tax free from
all over the world, and selling them for
cash to buyers from Congo, who will then
make their own arrangements to get the
goods back home.
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Investment choices are not limited
to manufacturing, agro-processing, and
warehousing, and the Special economic
Zone is able to advise on opportunities
in aviation, finance, education, energy,
transport, tourism, and healthcare, for
all of which the government is offering
attractive incentives.
But above all, Bujumbura is a great
place to live and work. It is a sad fact that
the people of Burundi have a reputation
for squabbling among themselves, but
that has never stopped them from warmly
welcoming visitors. Hospitality is deeply
ingrained in Burundian culture, and as
a consequence some of the hotels and
restaurants that the city offers achieve
world class standards in cuisine and
service. The welcome starts at the airport,
which is served by all the regional airlines,

and is just a 15-minute drive from the
city centre. East Africans are greeted in
Kiswahili and immigration and Customs
formalities take only minutes.
There are basically two choices of
accommodation, right beside the lake, or
the city centre. Either option is feasible
for a business visit, because traffic is light
around the wide avenues of the city. The
Novotel is closed for renovation, and the
sprawling Hotel Source Du Nil, next to
the city golf course, is way past its prime,
but there are several smart, newly built,
hotels to choose from, including the shiny
3-star Hotel Martha at the leafy end of
the Chaussee Prince Louis Rwagasore,
which is great value. The rooms are a little
Spartan, and the finishes are a little rough
around the edges in places, but the rooms
are well-maintained, comfortable, air-
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conditioned, and spacious. Above all, the
service is outstanding.
There is a ground-floor pool and bar
beside the main restaurant, which serves
a wide range of Continental and local
dishes, and great pizzas. It’s not fast food
by any stretch of the imagination, with
every dish prepared to order from fresh
ingredients, and well worth the wait.
A house speciality is rabbit, when it is
available, but what is always available
is a freshly-prepared tropical fruit
salad, bursting with flavour. There is a
well-stocked bar, and fresh juices, but
Bujumbura is the place to try the locallyproduced bottled real-fruit drink Fruito, a
traditional favourite.
A hostelry that has built a solid
reputation over more than 60 years
is the lakeside Hotel and Restaurant
Tanganyika, which for many people is the
best venue in town, serving superb French
and Belgian cuisine in an art deco setting
that has never faded. Again, it’s no fast
food joint, far better suited to a leisurely
three-hour four-course meal. Burundi
does not market its food as organic,
but that’s what it is – naturally-grown
flavourful meat, fruits, and vegetables,
and fish straight out of the lake, prepared
and cooked to perfection. The steaks
are outstanding. Above all, despite the
world-class standards, prices are almost
too cheap to believe. But that is typical of
Bujumbura, the city with the lowest cost
of living of any East African capital.
A more modern, and more
authentically Burundian dining choice
is the Belvedere Restaurant on Avenue
Belvedere, on the Kiriri hill overlooking
the city. With its coconut fibre ceiling,
and natural local décor, and subdued
lighting, the place has a great ambience
which is only matched by the outstanding
quality of the food. Fine dining is very
much part of Bujumbura culture, with
many French dishes featured, and the
Belvedere is a great place to sample a
frogs’ legs starter. Almost every suburb
of the city boasts a restaurant, but it is
beside Lake Tanganyika, on the road to
the Special Economic Zone, that some of
the best views are to be enjoyed. Guests
are not limited to the menu in the major
restaurants of the city – chefs are ready to
prepare a dish on special request, even if it
is not in the regular list.
Hotel Club Du Lac Tanganyika,
halfway along the Uvira road from the
city, is set in its own lakeside park, and

Belvedere Restaurant

Martha Hotel

is the largest and best-developed of the
many lakeside properties. Apart from the
accommodation set in the landscaped
garden, there are restaurants, gazebos, and
a large pool. It is a favoured destination
for airline crews on layover in the capital.
There is always a selection of freshlycaught fish, in surprising variety, and some
of the fish species on offer are unique to
the nearby lake.
Lake Tanganyika itself, like the
other Great Lakes, is an unspoiled gem,
and the scope for development as a
tourist destination is almost unlimited.
It contains more than 16 per cent of all
the fresh water in the world, and in all
of its dimensions except its unbeaten
length, it is second only to the legendary
Lake Baikal in the far reaches of
Russian Siberia. The lake stretches from
Bujumbura, between Tanzania to the

east, and DRC to the west and extends
south to Northern Zambia. Bujumbura
is an important lake port, and ships carry
cargo all along the lake as far as Zambia.
The morning and evening breezes off the
lake, and the winds from the mountains,
maintain a pleasant climate through the
year, even in the dry seasons between the
two annual monsoon rainy seasons.
Although the lakeside hotels and
resorts are great places to relax, and
enjoy the scenery, there is huge scope
for the development of water sports
and recreational lake activities like sport
fishing, diving, and wind surfing. As the
Special Economic Zone comes onstream,
there is every chance of the Golden
Gateway to Eastern Congo becoming a
major tourist destination.
clivemutiso@gmail.com
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Public Perception
of the Disciplinary Process
By FCPA Dr. Jim McFie

O

n 12th November 2018, the
International Federation
of Accountants (IFAC)
published on its website an
article entitled “If There Is
a Poor Public Perception of Disciplinary
Processes, Is It Truly Serving the Public
Interest? How ICAP Made a Good
I&D System Great”. I have written
before now about the earliest attempt
to develop a “conceptual framework”:
William Andrew Paton, an American
accounting scholar was the one who
made the attempt and his efforts may
have led the US to be the pre-eminent
nation in accounting today: when he
was ninety four, he published a book on
language entitled “Words! Combining
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Fun and Learning”: the book has been
researched on in China: for those of you
who are able to read Chinese, its title
in that language is
.The
reason why I mention Paton and his
book is because of the title to the article
mentioned above, published on the
website of IFAC. Let us examine it for a
moment: “Is It Truly Serving the Public
Interest?”: what does “It” refer to? Does
“It” represent “a Poor Public Perception”?
If so, does a “Public Perception” serve
“the Public Interest”? The answer is “no”
– just in case you say “yes” because you
have not really thought about what I
asked – as so many students tend to do
today. “It” must refer to “Disciplinary
Processes”: so “Is It” should read “Are

They”. Secondly, what do “ICAP” and
“I&D” refer to? Authors should always
write out words in full before they use an
acronym. “ICAP” represents the Institute
of Chartered Accountants of Pakistan. In
the medical world, the acronym “I&D”
represents “incision and drainage”; but
“I&D” can also mean “debridement”,
“Innovation and Design”, “Innovation
and Development”, “Integration and
Development”,
“Installation
and
Dismantle” (in relation to trade shows
and convention exhibits), “Irrigation
and Debridement”, “Inspection and
Delivery”, “Intermediate and Depot”,
“Integrate and Dump” or “Inclusion
and Diversity” (more often, the phrase
used is “Diversity and Inclusion” but,
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for example, Accenture refers to the
concept as “inclusion & diversity”). Saira
Shamsie, the Director Corporate, Legal
& Membership Affairs at the Institute
of Chartered Accountants of Pakistan
(ICAP) wrote the article and perhaps
wanted to avoid having an excessively
long title: alternatively, someone in IFAC
may have introduced the abbreviation;
by “I&D” in the context of this article is
meant “Investigation & Discipline”: Saira
manages this facet of the operations of
ICAP.
Saira makes the claim that the
Institute of Chartered Accountants
of Pakistan (ICAP) takes pride in its
effective management and it’s maintaining
accountancy profession quality by
ensuring proper implementation of
the International Code of Ethics for
Professional Accountants by its members
and students. But as happens with many
regulatory organizations all over the world,
ICAP faced a problem: although it had a
robust disciplinary system defined in the
Chartered Accountants (CA) Ordinance,
she asked, if there is a poor public
perception of the disciplinary process,
what purpose does the disciplinary process
truly serve? Rather than just continue
with a critiqued system, ICAP decided

to change the disciplinary process. Prior
to the change, ICAP’s investigation
process and fact finding was carried out
by an Investigation Committee with
final adjudication by ICAP’s Council.
The entire process, although lengthy, was
robust; the committee included Council
members and independent lawyers, and
was effective for several decades. However,
with the recent rise in importance and
recognition of the profession’s role
within the Pakistani economy, regulators,
corporations and other stakeholders began
to expect much more from the profession.
If ICAP judges its own members, is the
investigative and disciplinary system
just? In addition, the procedures faced
criticism for a lack of transparency,
inconsistent penalties, and the length
of time to conclude judgements. Even
members of ICAP were concerned about
the profession’s reputation due to a lack
of feedback, a poor understanding of the
relevant issues by, not only accountants,
but also by members of the public, and a
lack of awareness of the real problems.
In light of the concerns about the
whole process, the Council of ICAP
decided to reform the process: it faced
a number of obstacles. The foremost
obstacle was that any amendment to the

CA Ordinance required new legislation
passed by Parliament, which is a long
and cumbersome procedure and outside
the control of the Council. Instead of
permitting the issue to stagnate, the
ICAP Council devised a more creative,
two-pronged strategy—addressing issues
and implementing changes that were
under the Council’s control in the short
term and simultaneously initiating the
process of amending the law for more
substantive changes in the future.
Between 2015 and 2017, ICAP
firstly changed the composition of the
Investigation Committee: the number of
independent members was increased to
bring it to be on a par with the number
of Council members; in addition, external
representation was diversified to bring in
a wider variety of professionals. All past
disciplinary and investigation decisions
and information were codified into an
Investigation Manual through a detailed
and exhaustive exercise. As a part of
an awareness, capacity building and
advocacy campaign, the Investigation
Committee began publishing an annual
report of its activities. This report also
provides information regarding the
nature of offences and references the
laws and/or regulations that should have
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been complied with. Furthermore, it also
served as an important tool for creating
awareness amongst ICAP members on
the investigation proceedings and process.
In order to improve the timeliness of
decisions, a new procedure was adopted
whereby the reports and findings of
the Investigation Committee are now
referred to the Council for approval
through electronic circulation, thereby
eliminating the need for a more formal
presentation and report adoption during
in-person Council meetings.
Going forward, ICAP has proposed
amendments to the CA Ordinance. These
amendments are pending approval with
the Government of Pakistan.The proposed
amendments include establishing a
Board of Discipline and an Appellate
Authority to ensure that the investigation
and penalty process meets international
best practices and ensures ICAP fulfills
IFAC’s membership requirements for
investigation and discipline.
ICAP claims that these reforms have
brought more creditability, transparency
and openness to one of the more
important aspects of the accountancy
profession. ICAP’s members are more
aware of regulators’ issues and concerns
and they know that if they face a
disciplinary proceeding, it will be efficient,
effective, consistent and one from which
they can learn and improve. In addition,
the changes are valuable for the public,
key stakeholders, and regulators—who
can follow any disciplinary matters with
a better view of ICAP than when the
process started.
What ICAP has done brings us to an
even more important aspect of business,
governance and society in Kenya. A
serious impediment to the success of any
efforts to correct deviations from ethical
norms and especially from corruption
are corrupt justice sector institutions.
Ethically compromised justice sector
institutions mean that the legal and
institutional mechanisms designed to
curb corruption, however well-targeted,
efficient or honest, remain crippled. In
addition, the wider effects of corruption
on the rule of law and sustainable
development are not only harmful, but
destructive; this is particularly so when the
justice sector, which should embody the
principles of independence, impartiality,
integrity and equality, is undermined. A
single corrupt act during one step of the
criminal justice chain can severely harm

72

JANUARY - FEBRUARY 2019

the whole process or even nullify its
essence and erode public trust in law and
order. When challenges occur in claiming
rights and enforcing contracts in court
proceedings, the whole process of law is
questioned: this creates an atmosphere
of legal uncertainty and ultimately it
deters business, entrepreneurial spirit
and investment. When there is disrespect
for the equal application of the law, this
favouritism undermines the legitimacy
of public institutions and contributes
to impunity. Since no sector is immune
to corruption, it is necessary that
governments acknowledge the particular
role and vulnerability of justice sector
institutions in regard to corruption and
engage in continuous efforts to create
independent, ethical and accountable
justice sector institutions.
Where do just legal systems exist
in the modern world? Have they ever
existed? It is difficult to say. An American
author Christopher DeMuth, Sr., has
reviewed a number of books on the
government of the US; the titles of the
books were, “A Republic No More: Big
Government and the Rise of American
Political Corruption”, “Saving Congress
from Itself: Emancipating the States
and Empowering Their People”, and “By
the People: Rebuilding Liberty without
Permission”. DeMuth asks “has the
American experiment failed? Editorial
pages tell us that our government is
corpulent, grid-locked, and partisan, but
several important books contend the
problems are more dire and fundamental.
In 2012 Michael Greve argued in “The
Upside-Down Constitution” that modern
governance inverts the framers’ design. In
2014, three books offered equally grave
diagnoses. Their titles, “Is Administrative
Law Unlawful?”, “Political Order and
Political Decay” and “The Rule of
Nobody: Saving America from Dead
Laws and Broken Government” and their
content raise the possibility that the US
government is lawless, decadent, and out
of control”. He continues “If the founders’
Constitution can no longer be restored
through the sort of incremental, pragmatic
reforms that Americans do well, it seems
we face a stark choice: a constitutional
reordering more fundamental than any
undertaken since the 18th century, or
a future of economic decline, political
upheaval, and diminished liberty”. An
American journalist, Ron Lee, who writes
for the “US Observer”, states that “Ahh,

the justice system - a murky, corrupt,
monstrosity that feeds itself with fines
and fees, preying on the very people it is
supposed to protect. Growing beyond the
protection of the innocent to the pursuit
of its own interest, the justice system
along with the Bar - together known as
the legal system - generate an exorbitant
amount of revenue each year. Do you
really think they want to give that up for
the sake of justice?”
In an article entitled “How to kill
a country”, the author concludes the
article by stating that some leaders “fail
to realize that a government cannot
survive indefinitely when it advances the
political and economic desires of the few
at the expense of the many”. However,
unfortunately, some leaders will never
change. They may have high academic
qualifications: but they have little
knowledge of history and they possess
little wisdom. Winston Churchill made
comments about history and wisdom, and
their importance: he told a US presidential
speechwriter, when the latter was a
teenager: “Study history, study history. In
history lies all the secrets of statecraft”:
he also said: “Everyone can recognize
history when it happens. Everyone can
recognize history after it has happened;
but it only the wise person who knows at
the moment what is vital and permanent,
what is lasting and memorable.” I think
we all agree that Nelson Mandela was a
man of wisdom: he once said: “One of the
things I learned when I was negotiating
was that until I changed myself, I could
not change others. As I have said, the
first thing is to be honest with yourself.
You can never have an impact on society
if you have not changed yourself. Great
peacemakers are all people of integrity,
of honesty, and of humility. Everyone
can rise above their circumstances and
achieve success if they are dedicated
to and passionate about what they do”.
When we contemplate what is going
on around us in the world today, follow
Mandela’s advice – it will help you to
sleep well at night: “I am fundamentally
an optimist. Whether that comes from
nature or nurture, I cannot say. Part of
being optimistic is keeping one’s head
pointed toward the sun, one’s feet moving
forward. There were many dark moments
when my faith in humanity was sorely
tested, but I would not and could not give
myself up to despair. That way lays defeat
and death.”
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