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HoPe you started your 2015 well.
The past two months have been very 
eventful.

 I attended two graduation ceremonies, met 
two government ministers and bid farewell to 
a long standing member of the examinations 
Board, Cecil Bryan Thorn.

 In February, 140 Initial Test Competence 
(ITC) students graduated while 150 students 
graduated in March after passing the Public 
Practice examination (PPe) and assessment of 
Professional Competence (aPC). 

We reached a milestone by producing 130 
new chartered accountants (Cas) in a year. 

This is the third time we have produced more 
than 100 chartered accountants in one year. 

attending these graduation ceremonies was 
a very humbling experience and at the same 
time made me proud of the work the Institute 
of Chartered accountants of Zimbabwe, 
(ICaZ), the oldest and largest professional 
accountancy body in the country,  is doing in 
training accountants.

Seeing the faces of young students with their 
mums, dads, spouses, uncles, and sisters 
all ululating and shouting with joy, as one of 
their own came to the podium to receive a 
certificate, one couldn’t help but feel humbled 
and touched. 

The CA certificate gives hope and also opens 
doors to a better life for the student. 
To the mums and dads, the CA certificate 
signifies that they have done their best for 
their son/daughter and it gives the parents 
confidence that their lovely child, their jewel, 
who they have seen growing and struggled 
to pay his/her fees, has now made it and is 
on a path to success, which they have always 
dreamed of.  
all parents want to see their children succeed 
and have a better life than they experienced. 

at ICaZ we are proud that we continue to 
give this opportunity to families from all walks 

of life. our job and duty at ICaZ is to ensure 
that we continue offering the CA qualifica-
tion so that we open doors to all deserving 
youngsters in the future. 
In addition, we have to strive to protect jeal-
ously the ICaZ brand so that its quality and 
relevance is maintained and continues to be 
recognised worldwide. 

 We owe this to future generations, just the 
same way men and women who qualified 
before our time made it possible for all of us 
to enjoy the fruits of being a Ca today.

The examinations Board, the education Com-
mittee and ICaZ Secretariat work day and 
night to ensure that the quality of training and 
examinations are world class.  

This is the bedrock that determines the 
outcome and quality of our students. The 
examinations Board and education Commit-
tee are manned by Chartered accountants 
(Zimbabwe)—members who give their time 
for free. 

I would like to thank these members and 
their employers for contributing to this noble 
cause. 

on a sad note, on March 31, we said farewell 
to Thorn who had served on the examina-
tions Board for 18 years. he contributed 
a lot to the education and training of ICaZ 
members. Thorn qualified as a chartered 
accountant in 1976 and came onto the ICaZ 
council in 1991. he was also president of 
ICaZ for 2000/1. To Thorn, we say thank 
you, siyabonga, tinotenda for your dedica-
tion and passion for the profession and all the 
wonderful work you did for ICaZ. We wish 
you all the best in australia.

Past president, Tinashe rwodzi , takes over 
as chairman of the examinations Board and 
joins  arthur Mubayiwa ,who is chairman of 
the education Committee, in driving the ICaZ 
training agenda.

I would also like to say thank you to Bernard 
Tapera and his team in dubai who are work-
ing tirelessly with the Mashonaland Society 

and the ICaZ Secretariat in organising the 
2015 Winter School in dubai. 

This event has generated so much excite-
ment and to date over 300 members have 
confirmed and paid their deposits. The theme 
for this year’s Winter School is about expand-
ing horizons with the aim of showcasing our 
country, Zimbabwe, as a viable tourist and 
investment destination.

 a number of outside bodies, including The 
Institute of Chartered accountants of england 
and Wales (ICaeW) have partnered ICaZ to 
market the event to potential investors from 
across the globe. 

The ICaZ Secretariat, myself and honour-
able Walter Mzembi, the Tourism Minister, 
have also held meetings with the hon Finance 
Minister, Patrick Chinamasa, and Minister of 
Industry and Commerce, hon Mike Bimha. 
Both Ministers have given their support for 
the dubai Winter School and have agreed 
to attend and speak. So to all members I say: 
“Let’s meet in dubai.” I urge members to 
continue checking on the ICaZ website for 
developments relating to the winter school.

on behalf of ICaZ, I would like to convey our 
deepest condolences to the anderson family 
following the passing on of Lesley William 
Campbell anderson on 10 March 2015. 
Les was a retired member of ICaZ. he 
served on the accounting Procedures Com-
mittee, the examinations Board, and Prac-
tice review Committee. Les was also the 
Zimbabwe representative on the International 
accounting Standards Committee from 1996 
to 2005. he was  with deloitte for 45 years 
before retiring in 2005. 
Bothwell Patrick Nyajeka
President

PreSIdenT’S noTe

ICaZ expanding horizons
Dear fellow members





This can involve the whole or part of the 
business or businesses of one or more 
companies being transferred to another 

company ordinarily under the same control.
For companies to be under the same control, 
the shareholding should not necessarily be 
100% controlled, just merely majority control 
should be evident. 

section 2(2) of the income Tax Act provides 
that a company shall be deemed to be under 
the control of a person if the majority of the 
voting rights attaching to all classes of shares in 
the company is controlled, directly or indirectly, 
by the person and a person and his nominee 
shall be deemed to be one person.

Ordinarily, these arrangements are framed as 
elections to be made by the taxpayer but in 
practice it is necessary to seek pre- approval 
from Zimbabwe Revenue Authority (ZiMRA) 
not only to avoid disputes at a later stage but 
for cases involving say items subject to Capital 
Gains Tax (CGT) so that a tax clearance certifi-
cate can be obtained to discharge the respective 
responsible parties of their obligation to with-
hold Capital Gains Witholding Tax. 

Discussed below are the provisions avail-
able under the different Acts administered by  
ZiMRA.

Income Tax Act

The Act allows under a scheme of reconstruc-
tion of a group of companies or a merger or 
other business or operation which in the opin-
ion of the Commissioner is of a similar nature 
for transfer of assets at their tax value. This im-

plies that there is no taxable recoupment at the 
point of transfer. Tax is deferred until the assets 
are sold outside the group. Cash flow problems 
are avoided under the circumstances. 

Capital Gains Tax Act

The same provisions as contained in the in-
come Tax Act are available in the Capital Gains 
Tax Act with a further addition in respect of 
share swaps.
The effect is that upon election by the transferor 
and the transferee regardless of the actual con-
sideration of the specified asset, no CGT arises 
on transfer of assets between companies under 
the same control. 

 Full tax liability arises when the company sells 
outside the group. Furthermore relief is also 
provided in respect of share swap arrange-
ments. it appears that this can also extend 
to minority interests. The Act also allows for 
individuals who are trading in their personal ca-
pacity to re-organise their affairs by granting roll 
over relief on the transfer of business assets into 
companies under their control where they wish 
to carry out their business through the mode of 
a company. 

Value Added Tax

The VAT Act allows for the Zero rating of a 
transfer of a going concern. A going concern is a 
trade or part of a trade capable of separate op-
eration. The assets transferred should represent 
at least 51% of a trade or part of a trade. 

To qualify, it is necessary that the supplier and 
recipient have agreed in writing that the trade or 

part of trade is disposed of as a going concern 
and that it will be an income earning activity at 
the date of transfer and that the assets necessary 
for carrying on the trade are disposed of by the 
supplier to the recipient. 

Furthermore, both the supplier and the recipi-
ent should be VAT registered at the time of the 
transaction in order for the transaction to be 
zero rated.

Stamp and Transfer Duties

The Finance Act grants relief from stamp du-
ties on transfer of immovable property that 
requires registration by the Registrar of Deeds. 
Unlike the other provisions this is only availed 
in circumstances where a company transfers 
property to its wholly owned subsidiary or visa 
versa.

 it requires that the company remains wholly 
owned for at least 10 years after transfer 
to avoid triggering the original stamp duties 
avoided. it should be noted that other transfer 
costs such as conveyancing are not relieved.

The Mines and Minerals Act provides similar re-
lief from transfer duties arising from the transfer 
of mining locations between group companies. 
This is on application to the Mining Commis-
sioner.

Special Excise Duty on Sale of Second Hand 
Motor Vehicles

The Customs and Excise Act provides that no 
special excise duty shall be charged, levied or 
collected on the sale, transfer or disposal of any 
second-hand motor vehicle between compa-
nies under the same control, in the course of 
or in furtherance of a scheme of reconstruction 
of a group of companies or a merger or other 
business operation which, in the opinion of the 
Commissioner-General, is of a similar nature.

Monica Gotora is an Associate Director-
Taxation Services with Deloitte. She can be 
contacted on mgotora@deloitte.com

Mergers & Reconstructions
Various taxing Acts carry provisions for deferment of tax 
where companies under the same control are involved in a 
merger, scheme of re-organisation or reconstruction, writes 
Monica Gotora. 
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ECONOMY NEWS

THE Reserve Bank of Zimbabwe (RBZ) has 
noted that non-performing loans (NPLs) 
have hit more than US$700 million, a 

situation that continue to threaten the banking 
sector.

The NPLs portfolio within the banking sector 
has been a result of poor credit analysis and 
lending, often to cronies and bank owners. 
Several banking institutions have collapsed 
recently due to poorly performing loan books, 
although the bulk of the institutions have been 
accused of shareholder and management 
delinquency, with insider loans playing a key role 
in their insolvencies.

Curators have often found it difficult to recover 
lent funds due to the fact that most loans were 
extended without or with meaningless col-
lateral. 

These are normally loans extended to direc-
tors, management or their cronies and issued 
without collateral.
Banking sector executives said in the current 
liquidity-troubled environment, recovering 
poorly performing loans was proving very dif-
ficult, resulting in an escalation of forced sales to 
recover bad debts in cases where collateral was 
in place.

Most banks have proceeded to clarify NPLs as 
bad debts, implying that the debts may have 
become irrecoverable and possibly due for 
write off. 

Another possible cause for NPLs has been mul-
tiple borrowing at different banks by individuals 

and companies. 

To deal with the problem of NPLs in the 
financial sector, the central bank has established 
the Zimbabwe Asset Management Corporation 
(ZAMCO) to assume the banks’ bad loans.

RBZ governor, John Mangudya, confirmed that 
the organisation has taken over US$80 million 
worth of bad loans. 

“So far the company (ZAMCO) has purchased 
toxic assets (NPLs) worth about US$80 mil-
lion,” Mangudya indicated.
The situation is against the backdrop of weak 
macro-economic fundamentals, including low 
exports, weak industrial capacity, high cost of 
finance, weak current account and trade deficit.

However, ZAMCO,would not assume all bad 
loans within the banking sector but would only 
take over bad loans secured with collateral as 
this was naturally prudent.
The acquisition of NPLs from financial institu-
tions would strengthen banks’ balance sheets, 
enabling them to access fresh capital to fund 
productive sectors and help spur economic 
growth.

Assumption of bad loans by ZAMCO would be 
supported by establishment of a national credit 
reference bureau to address the problem of 
information asymmetry in credit extension. The 
expectation is that taking away NPLs from the 
books of banks would allow the financial institu-
tions to increase credit to private sector.

This will entail raising the requisite capital to be 

used to cleanse NPLs on a commercial basis, 
against a bank’s financial assets, through a debt 
instrument of 10-15 years. 

To mitigate this risk, the central bank is currently 
working on establishing a central credit registry 
system comprising private credit reference 
bureaus (CRB) and a registry within the RBZ, 
which will serve as a databank for licenced 
CRBs. The credit reference system will comple-
ment the work of ZAMCO to minimize bad 
debts in the banking sector.

The bureau would enhance the verification pro-
cess of borrowers, enabling bankers to assess 
credit risk and reduce the level of NPLs in the 
banking sector.

The system would also allow lenders to de-
termine how much and at what rates to lend. 
It would induce transparency in the economy 
as there would be greater sharing of informa-
tion, making financial institutions aware of their 
customers’ financial exposures.

Credit bureaus are set up to collect individuals, 
corporate and other legal entities’ credit data 
from a variety of sources.
They consolidate the information into profile 
and make it available on request to subscribers.

 This helps enhance financial stability by promot-
ing more robust risk management practices, 
reducing credit risk, increasing the supply of 
credit to fuel growth-related activities and help-
ing to promote lower interest rates.

In the face of challenging economic conditions, the 
debt repayment capacity of borrowers has re-
mained constrained, a situation which has resulted 
in poorly performing loan books in the banking sec-
tor.  Phillimon Mhlanga, looks at how toxic 
assets have emerged as the biggest threat to the 
banking sector stability. 

Toxic assets threaten 
banking system
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With a balance of payments at 
US$3,3 billion (deficit) as at 
December 31 2014, the chal-

lenging economic environment has negatively 
impacted business. 

this has led to unprecedented number of 
companies closing shop, liquidated with some 
being placed under judicial management. 

Disposable income has dwindled and this has 
led to subdued demand. 

Some of the companies are struggling to 
compete with imports due to operational inef-
ficiencies. 
the challenges cited above have resulted in 
significant credit risk in the financial services sec-
tor with NPLs having been reported 16% as at 
December 31, 2014. 

 in a bid to alleviate the burden of NPLs, the 
Reserve Bank of Zimbabwe (RBZ) established 
a special purpose vehicle, the Zimbabwe Asset 
Management Corporation (ZAMCO) to deal 
with bad loans.

Accounting practice considerations
Due to the significance of credit risk and 
the significant amount of NPLs housed by 
the banks, this presents a critical accounting 
consideration for the lenders with regards to 
the accounting for the NPLs. this is in accord-
ance with the relevant accounting standards, 
namely:
IAS 32 – Financial instruments: Presentation
IAS 39 – Financial Instruments: Recognition and 
Measurement
IFRS 7 – Financial Instruments: Disclosures
IFRS 9 – Financial instruments 
in addition to the accounting standards above, 
the RBZ also prescribes the accounting for 
loans and advances by reference to Basel ii 
requirements and also the Banking Regulations 
- Statutory instrument 205 of 2000. 
In this edition of the publication, we seek to 
address how to calculate the loan loss provi-
sion in line with the IAS 39 – Financial Instru-

ments: Recognition and Measurement being 
the primary accounting standard that deals with 
impairment of financial instruments. 
Determination of loan loss provision (IFRS)
1. Identify the non-performing loans
- assess the performance of the loan against 
the contractually agreed terms.
- paragraph 59 of IAS 39 has useful factors that 
need to be considered when testing for im-
pairment/performance of a financial instrument 
such as significant financial difficulty, breach of 
contract, decline in future expected cash flows 
by the obligor, among other things
2. Determine the expected future cash 
flows
- Review the reasonableness of forecasts of 
the borrower and ability to meet the expected 
cash flows
- Involves a significant amount of judgment. 
this is compounded by the liquidity challenges 
aforementioned and other macro-economic 
sensitivities where it becomes difficult to predict 
the estimated future cash flows 
of a borrower.
3. Compute the 
loan loss/impair-
ment charge
- the loan loss 
provision or im-
pairment charge 
is the difference 
between the 
carrying amount 
of the loan and 
discounted cash flows 
as determined in (2) 
above.
- IAS 39, para 
63 requires 
that the cash 
flows as per 
(2) above be 
discounted 
at the financial 
instrument’s original effective interest rate, be-
ing the effective interest rate computed at initial 
recognition.
- the loss shall be directly credited against asset 

and the charge recognized in profit and loss. 

Determination of loan loss provision (RBZ)
- The Banking Regulations 205 of 2000 have 
guidelines as to the classification of loans into a 
ten-tier model.
- Each grade within the model contains a 
provisioning factor to be applied on each 
specific. The factors range from 1% to 10% 
for the performing loan class grades and 20% 
to 100% for the non-performing grades.
- the regulatory loan loss provision or impair-
ment charge is derived from the percentage 
factors noted above.
- For the NPLs, provision is applied on the 
value at risk based on certain types of security 
is contained in the banking regulations. 

Examples of acceptable forms of security 
considered for regulatory provision include 
mortgage bonds/fixed properties, cash cover 
and listed equity instruments.

Practical considerations
1. Discount rate – whilst IAS 39 prescribes 
the use of the original effective interest rate, 
there has been a steady decline in quoted 
rates over the years and this causes a huge 
disparity for loans that were granted a num-
ber of number ago, in particular between 
2009 and 2011 and the current rate would 
be significantly lower than the original inter-
est rate.

2. Harmonisation of the RBZ provi-
sion against the IFRS prescribed provi-
sion – differences between the RBZ calculated 

provision and IFRS are accounted for 
through a reserve in statement of changes 
in equity. 
3. This is the case where the RBZ provi-
sion is greater than the IFRS provision 
and the difference between the two is 

what is passed on to the general reserve, 
from retained income. 

TECHNICAL MATTERS

Accounting for NPLs
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Non-performing loans continue to threaten the banking sector. 
KPMG looks at accounting considerations for lenders.
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Breaking new 
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Consequently, he was invited to join the 
global firm’s quality review team and 
led teams carrying out reviews of mem-
ber firms in the Middle East and Europe 
regions.
He was also an accredited trainer for 
Institute of Chartered Accountants of 
England and Wales (ICaEW) students and 
sat on the Thought Leadership grouping 
of heads of audit firms in the UAE, whose 
primary focus was to discuss technical ac-
counting and audit matters and share ideas 
on appropriate treatment within the local 
environment. 

As evidence for his passion for knowledge 
sharing, Tapera  has presented on technical 
issues at a number of high profile confer-
ences, notably the World Accounting 
Forum held in Dubai in 2011.  

He has worked tirelessly to promote 
the chapter’s profile within 2 years of its 

BERNARD Tapera is a director of in-
ternal audit at a United Arab Emirates 
(UAE) based telecommunications 

service provider Emirates Telecommunica-
tions Corporation (Etisalat). 

The company has operations in 15 coun-
tries across Asia, Middle East, and Africa and 
is ranked amongst the top 15 telecommu-
nications service providers in the world. 
This role involves overseeing internal audit 
activities within specific geographical areas.
In 2014, Tapera was assigned the respon-
sibility of setting up Continuous Auditing 
activities with the objective of facilitating 
near-real-time audit and detection of con-
trol deficiencies using automated tools. 

He has successfully developed continuous 
auditing procedures which are dependent 
on excellent IT skills, deep analytical skills 
and out-of-the-box approach to develop-
ment of possible exception scenarios.

In the same year, Tapera also led the 
Enterprise Risk Assessment exercise, which 
had been previously outsourced to Big 4, 
covering over 200 key segments within the 
Corporation.

Prior to joining Etisalat, Tapera was an audit 
partner with Grant Thornton in Dubai, 
where he was the head of audit and assur-
ance services.  He successfully transformed 
the firm’s policies and procedures to 
acceptable levels from previously unsat-
isfactory ratings by the Grant Thornton 
International practice review.

formation, making it one of the most active 
chapters in terms of contributions to the 
ICaZ newsletters. 

It was through his passionate presentation 
at the 2014 Winter School, that the ICAZ 
Council was convinced to approve the 
ground breaking decision to hold the Winter 
School outside the borders of Zimbabwe for 
the first time in the history of the Institute.

Tapera trained with the Deloitte office in Ha-
rare and qualified as a chartered accountant 
in 2000. He was seconded to the Deloitte 
Office in London in 2001 where he spent 5 
years (including a year in the Deloitte office in 
Johannesburg) before joining Grant Thorn-
ton in the UK in 2006. 
He moved to the United Arab Emirates in 
2007 where he has been based since.

Tapera is married to Norah and they have 
two daughters, ratidzo (16) and Kudzai (10).

“Come to Dubai-as a Chapter, we are ready to host you,” says Bernard 
Tapera (pictured left), the chairman of the United Arab Emirates (UAE) 
Chapter of the Institute of Chartered Accountants Zimbabwe (ICAZ) — 
the venue of the upcoming ICAZ Winter School 2015.
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ground
GIdEoN Nengomasha is a director of 
finance at Emaar Hospitality Group (EHG), 
a UAE based hospitality group which owns 
and operates hotels, restaurants and leisure 
assets. EHG is a subsidiary of Emaar Proper-
ties PJSC- a Public Joint Stock Company 
listed on the Dubai Financial Market.

A pioneering developer of integrated 
master-planned communities, Emaar has 
transformed the real estate sector in Dubai, 
United arab Emirates. 

Emaar is extending its expertise in develop-
ing master-planned communities interna-
tionally, and today, has a significant presence 
in several key global markets. 
Simultaneously, the company has developed 
competencies in hospitality & leisure, and 
shopping malls & retail.

Emaar’s world-class project development 
competencies are underlined by its iconic 

assets in Dubai including the world’s tallest 
tower – BurjKhalifa, the world’s biggest 
shopping mall – Dubai Mall, the Dubai 
Fountain and other exceptional develop-
ments.

In his current role, Nengomasa oversees 
all the financial aspects of the seven busi-
ness units that falls under the Emaar Leisure 
Group. 

These include two world class champion-
ship golf courses,Marina and Yacht club, Polo 
and Equestrian facility, a leasing business with 
over 20 leasable spaces, a serviced apart-
ment business and the group’s accommo-
dation and transport services operation for 
over 4 000 staff.

Emaar Leisure has annual revenues of over 
US$ 70 million and more than 1 000 em-
ployees. Negomasha  has been in this role 
since June 2012. 

Prior to his current role, Nengomasha was 
finance manager — compliance and risk, for 
the same group where he was responsible 
for developing and implementation of inter-
nal control systems and risk management 
practices.

Nengomasha moved to Dubai in 2006 with 
PricewaterhouseCoopers were he rose 
through the ranks to become an assistant 
manager within the assurance division. 

He is an active member of the UAE Chapter 
of the Institute of Chartered accountants 
Zimbabwe (ICAZ). 

Together with the Chapter’s chairman-
Bernard Tapera, he presented at the 2014 
Winter School a successful bid for the ICAZ 
Winter School to be held in Dubai.

Nengomasha is a Zimbabwean Chartered 
Accountant who trained with KPMG in 
Harare upon completion of his Bachelor’s 
degree at the National University of Science 
and Technology in Bulawayo.

He is married to Netsai and they have two 
daughters, Rumbidzaishe (7) and Vimbain-
ashe (2). His other interests are in playing 
football, off-roading and jet skiing.

Gideon Nengomasha
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RISk management is the identification, 
assessment, and prioritisation of risks 
followed by coordinated and eco-

nomical application of resources to minimise, 
monitor, and control the probability and/or 
impact of unfortunate events or to maximise 
the realisation of opportunities. 

Enterprise risk management (ERS) is a 
process, effected by an entity’s board of 
directors, management and other personnel. 
It is applied in a strategy setting and across 
the enterprise. ERS is designed to identify 
potential events that may affect the entity, 
and manage risk to be within its risk appetite. 
This provides reasonable assurance regard-
ing the achievement of entity objectives.

While all organisations are affected by risk, 
there is need to address these risks pro-
actively in order to preserve capacity to 
continue as going concerns. The degree of 
formalisation of the risk management process 
varies from one organisation to the next and 
is influenced by their degree of sophistica-

tion. 

Sources of turbulence
In the context of risk management, turbu-
lence refers to an unpredictable general 
economic environment in which uncertainty 
is pronounced. Turbulence can be attributed 
to global economic factors linked to the in-
ternational trade and global banking systems, 
interconnections and convergence between 
countries. 

Key examples of such factors are the impact 
of volatility of exchange rates and global 
commodity prices. The world economy was 
plunged into turmoil largely as a result of the 
financial crises in the United States and Brit-
ain. The financial crisis of 2007-8 also known 
as the global financial crisis is considered by 
many economists to have been the worst 
financial crisis since the Great Depression of 
the 1930s. These countries are the biggest 
economies in the world. When they are in 
recession, the rest of the global economy 

cannot escape the consequences of such a 
slowdown. 

Some factors are country-specific and a 
result of unique circumstances peculiar to 
a country. In the Zimbabwean case, the 
impact of a drought on yields of food crops, 
results in shortages which have to be cov-
ered by imports. Consequently customers 
face higher prices in the supermarket. 

Below is a summary of sources of turbulence 
affecting the global economy:
1. Weak or stagnating economies
2. Legal and/or regulatory uncertainty
3. Fluctuating energy prices
4. Volatile capital markets (as shown by 
declining all-share indices)
5. Volatile exchange rates (consider per-
formance of the Rand against other major 
currencies since 2013)
6. Fluctuating commodity prices (driven by 
demand from the BRICS group of countries)

»

Risk strategy in 
turbulent times
Grant Thornton looks at what organisations need to do to survive in 
a difficult operating environment.
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All organisations and businesses are affected by risk and need to address these risks proactively in 
order to preserve their capacity to continue as going concerns.

Enterprise risk management 
(ERS) is a process, effected 
by an entity’s board of di-
rectors, management and 
other personnel. It is applied 
in a strategy setting and 
across the enterprise. ERS is 
designed to identify poten-
tial events that may affect 
the entity, and manage risk 
to be within its risk appetite. 
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7. Government deficits and cost-cutting meas-
ures (in developed countries)
8. Inflationary pressures (in some cases stagfla-
tion)
9. The global financial crisis and related bank 
failures (Lehman Bros, Northern Rock, RBS, 
etc)
10. Sovereign debt crises (Spain, Portugal, 
Greece, etc.)
How is risk management complicated by 
turbulence?
The list of sources of turbulence above is 
not meant to be exhaustive but these factors 
are further complicated by the increas-
ing stakeholder groups whose interests or 
expectations management have to address. 
In times of turbulence, risk management 
becomes much more prominent and the level 
of monitoring and responding to such risks has 
to be increased. Such risks exist in the wider 
economic, corporate governance and IT 
environments. 

The likelihood of any form of risk crystalising 
is greater in an environment of turbulence. 
Uncertainty is a natural consequence of such 
an environment, and management and those 
charged with governance have to be pro-
active in their approach and response to risk. 
In fact, turbulence could create new risks that 
management and those charged with govern-
ance may not have been familiar with before. 
This calls for a shift in mindsets because 
the ‘same old’ solutions may no longer be 
relevant.

In the Zimbabwean environment a key exam-
ples is how many companies continued with 
extravagant spending habits post-dollarisation 
because of bad habits accumulated from the 
Zimbabwean dollar days characterised by 
speculation and arbitrage profits.

The Zimbabwean case
We outline the key elements that have 
influenced the operating environment for 
many companies since dollarisation. A major 
development emanating from the introduction 
of multi-currencies in 2009 was the stabilisa-
tion of prices which resulted in hyperinflation 
disappearing. In fact there have been concerns 
that Zimbabwe might now be in deflation. 

These factors are outlined below:

1. Hyperinflation to deflation
2. Liquidity crunch
3. Negative investor confidence and senti-
ment (the government has agreed that there 
is need for greater clarity on indigenisation as 
there is a perception it might have affected 
FDI inflows) 
4. Antiquated and obsolete equipment (result-
ing in un-competitive cost structures)
5. Low levels of disposable income result-
ing in low levels of domestic demand. There 
is greater competition for a limited pool of 
potential customers with the rivalry keenest in 
the retail sector where players have intro-
duced all manner of promotions and deals to 
attract business.
6. Company failures and closures 
7. Availability of affordable lines of credit. Due 
to the low levels of average domestic incomes 
there is limited savings available for re-lending 
to the productive sector. Most funds available 
through the banking sector are from off-shore 

sources and are priced at a premium to reflect 
on so-called country risk factors
8. Failure or inability to compete with cheap 
imports
9. Ethics, governance and related risks 

In order to survive in a very difficult operating 
environment, companies have to innovate, 
not just in terms of their product or service 
offering, but in terms of how they fund opera-
tions. 

Another useful intervention would be to 
re-perform the company’s value analysis in 
order to determine what customers ‘value’ 
and focus on those attributes in the product/
service offering. While cost containment and 
management are also important this should 
be done concurrently with value analysis in 

order to ensure customers are not lost to 
the competition. In other words, the days of 
competing purely on the basis of ‘price’ are 
over. Customers are not just looking for cost-
savings but also deriving ‘value for money’ 
from their purchase decisions. 

As shown in the pictorial below, and depend-
ing on an organisation’s circumstances, risks 
can be analysed into levels or tiers. Such an 
analysis simplifies an otherwise complex reality 
and facilitates the risk identification and mitiga-
tion process. Some risks are related because 
they emanate from one cause or a connected 
cause and would be reduced or eliminated as 
soon as the underlying cause is addressed. 

In most instances the board is ultimately 
responsible for risk management and has to 
identify the likelihood and impact of a risk 
occurring and determining an appropriate 
response in the circumstances. As a general 
rule, the board needs to focus on risks if they 
have the greatest adverse effect and a high 
likelihood of occurring.

Although the above pictorial is not exhaustive 
and the situation will vary from one company 
to the next depending on their circumstances, 
many of the risks facing companies are some-
how included.

Conclusion
In such an environment, risks have to be 
monitored, evaluated, assessed and adequate-
ly addressed in a timely manner in order not 
only to survive but to enhance stakeholder 
value and create positive sentiment. The 
board and management need to be innovative 
and explore new ways of doing business in or-
der to prosper in a very tight business space. 

The time for doing ‘business as usual’ is well 
and truly over!!!

Risk strategy in turbulent times
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THE Zimbabwe Stock Exchange (ZSE) is set to introduce a new set of 
disclosure rules for all listed firms in a bid to increase transparency.
The introduction of new rules under its revised listing requirements 

is meant to protect investors and make as much information as possible 
available to them so that they can make effective investment decisions.
This would naturally allow prudent resource deployment in capital mar-
kets.

The new listing requirements, currently awaiting approval by the coun-
try’s securities and capital markets regulator, the Securities and Exchange 
Commission of Zimbabwe (SECZ), would compel more disclosure in 
line with modern trends.

The current listing requirements were last reviewed in 1998.
SECZ has in the past expressed reservations over limited financial and 
operating disclosures, saying this made it difficult for investors to make 
informed decisions.

Although transparency is a cardinal rule in financial markets, some analysts 
say there is a serious lack of meaningful disclosures among listed firms in 
Zimbabwe at a time investors require timely supply of information and 
dynamic information sharing in the form of regular reports. 

Failure to provide full disclosures hinders fair assessment of companies 
as investors make decisions based on inadequate information. Selective 
disclosures have been a serious problem for investors because insiders 
frequently take advantage of that for their own gain at the expense of the 
general investing public.
Experts say listed companies can do better in terms of accuracy, fairness 
and completeness of disclosures, particularly in the management discus-
sion and analysis (MD&A) section of their annual reports, which repre-
sents the core of the non-financial information disclosure. Financial reports 
focus on past performance and historical information while MD&A puts 
more emphasis on the future.

While professional investors require significant amounts of information to 
make investment decisions, information suppliers are reluctant to release 
such information.

They are concerned with the cost of information disclosure which include 
implicit costs such as the possible emergence of new competitors or 
copying from current competitors as a result of business secrets, business 
prospects or new business models being shared through information 
disclosure.

Bothwell Nyajeka, the chief finance officer of TA Holdings who is also 
president of the Institute of Chartered Accountants of Zimbabwe, says 
investors want reliable financial information to enable them to assess the 

worth of companies.

“After doing annual reports, most of us feel relieved; but do we ask 
ourselves if we have provided relevant information?” asks Nyajeka, who 
spoke at a recent conference for accountants.

Nyajeka adds: “Good financials promote transparency but there is a prob-
ability of information overload in most financials and therefore there is risk 
that the financial reporting process might just be more of a ceremonial 
event than a source of information.

“Investors are looking for companies with hidden treasures. They are 
looking for growth potential in companies. In other words, they are buy-
ing into the future.
“They also look at governance structures, trends of company’s past 
performance, equity and cash flows. These are key in the financial state-
ments.” 
‘Investors look at the debt obligations as they have an impact on the value 
of the company,” says Nyajeka.
Just as many consumers lurched into crisis by borrowing too much, 
sometimes companies also go overboard with debt.
However, debt is not necessarily bad for companies, as long as the com-
panies generate ample cash to service debt repayments.
Investors are also more interested in companies maximising cash flows.
Earnings are affected by accounting standards whereas cash is physical – it 
is what is in the bank – which is the life blood of a company.
Investors also take a look at cash flow trends.
There is a big difference between what a company says it earned, using 
accounting standards, and how much cash a company hauls in.
Cash is money in hand, not the result of accounting measurements and 
judgement calls, as is the case with earnings and net income.

Bothwell Nyajeka

Getting firms to give out more
Stock market regulators are 
working on new disclosure 
rules to enable investors to 
make sound decisions, writes 
Phillimon Mhlanga
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LoNg ago, private companies used to keep 
their nominal ledger in a book called the “Pri-
vate ledger”, which contained all the financial 

accounts relating to the proprietor and his family, 
Francis Dourie says because of the secret nature of 
the transactions, it was regarded as an honour to 
see this ledger, and only the accountant in charge 
could audit it.

I was born in 1928 in Colchester in the United 
Kingdom (UK).

 My father was a royal engineer in the British Army 
and had been awarded a Military Cross in the first 
investiture that occurred after the decoration was 
instituted on January 1, 1915. 

Unfortunately he died in 1935 when I was seven 
years of age.When the Second World War started, 
my mother took us to her old home in Dorset 
where we grew up. 

on leaving Charterhouse School in godalming, 
after passing the necessary “o” levels, I decided to 
take articles to be a chartered accountant. 

In those days, articled clerks were seldom paid and 
normally had to pay a premium of £500 for the 
privilege. This sum was paid back to them during 
their five year articles in lieu of salary.

However, Peat Marwick & Mitchell offered me arti-
cles. I did not have to pay any premium, and guess 
what? I was even paid a salary of £75 per year .

The vacancy was offered in Darlington in County 
Durham in north England. After one year, I got a 
raise to  £100 a year. I thought I was in heaven. 

After seven years, I qualified as a chartered account-
ant and I had an uncle who had been appointed to 
a senior position in Harare. 

He said to me: “Come out my boy, the opportuni-
ties in Africa are great.”
 I had never heard of Southern Rhodesia until then 
but decided to come, and arranged a transfer to 

Peat Marwick’s local office. 

I was admitted as a member of ICAZ in 1958.
I later joined the Auditor General’s Office, went 
up to Zambia (then Northern Rhodesia) at the 
Federation of Rhodesia and Nyasaland break-up, 
and in 1967 joined Deloittes. I spent 17 happy 
years there.

I ended up with the Central African Power Corpo-
ration (CAPCO), first as deputy chief accountant, 
then as corporation secretary. 

CAPCo which was running the Kariba power 
project was co-owned by Southern and Northern 
Rhodesia during the Federation era,

When CAPCo was disbanded in 1987 and was 
succeeded by the Zambezi River Authority, I took 
an honorary job then became a full-time carer to 
a sick wife.

In the early post war years, one was expected to 
choose a career and stick with it. 
So, most people had long periods of employment. 

For instance, if you joined a bank it was intended 
to be for life. So you would join the bank of your 
choice, or rather one that would accept you, and 
aspire to be a manager in time. So in my 42 years 
of working life I had only four employers, so differ-
ent to the situation pertaining nowadays. 

In the late 1940s, it was quaint how private com-
panies used to keep their nominal ledger in a book 
called the “Private ledger”, and it contained all the 
financial accounts relating to the proprietor and his 
family. It was normally locked and kept in a safe in 
the proprietor’ office. 

When you required to audit it, you were put in a 
separate office and it was emphasised the secret 
nature of the transactions. 
It was regarded as an honour to see this ledger, and 
only the accountant in charge could audit it. 

All book-keeping was manually done, and there 

were no calculators or adding machines. When 
computers came in the early 1950s, there were 
initially few refinements. What had been written 
manually was now printed on sheets.

one building society that we used to audit had 17 
ledgers, so they had 17 clerks, all in morning dress 
with their white ties and tails. 
Interest due on mortgages, or on loan accounts 
could only be calculated on an annual basis as it all 
had to be done manually. 20 years later when I 
returned on a visit, one machine operator handled 
all the ledgers, and interest was calculated on a daily 
basis!

When one studied cost accounting as a student, it 
was very rudimentary in those days, and standard 
costing only evolved in recent years.

People had great loyalty to their employers in those 
days. 

one of our clients worked for 80 years for his 
company and died in harness at 95 years of age. 
There was huge respect for privacy, and confiden-
tiality, and it “just was not done” to get involved in 
insider trading.

 If you were caught on any breach of this sort, you 
would be drummed out of the profession and feel 
very ashamed of yourself.

When one meets other CAs socially, one feels 
the esprit de corps existing amongst us. I have now 
been in this country since 1956, a period of 58 
years. I married a local girl, who unfortunately died 
three years ago. Together we raised four children, 
and have 12 grandchildren, six of which are still 
here.

Francis Dourie’s 
professional journey
C.A.(Z), F.C.A. KCHS.

Francis Dourie (left) with ICAZ chief executive Matts 
Kunaka

18 May 2015THE CHARTERED ACCoUNTANT





The Zimbabwe Stock exchange (ZSe), 
once ranked among the best performing 
stock exchanges on the African continent, 

will continue trekking south weighed by a 
bearish economic outlook. 

Judging by the market performance during the 
first quarter of this year, as well as the disap-
pointing results reported by listed companies, 
experts believe the ailing economy is expected 
to continue dragging the market in the nega-
tive territory. 

The local bourse witnessed its slowest quarter 
of trading since dollarisation in 2009 with the 
market value declining by 41% to US$69,74 
million in the three months to March this year 
from US$118,67 million last year.

Economic pressures coupled with poor finan-
cial results from the companies, the industrial 
index came off -2,81% in the first quarter to 
settle  at 158,22 points. Capitalisation issues 
weighed on the resources as the mining index 
ended the quarter down 38,74% to 43,93 
points. Equities firm, EFE Securities, attrib-
uted the decline in trading to the country’s 
weakening economy coupled with the general 
slowdown of investment flows to emerging 
markets.

“Zimbabwe’s case was further exacerbated by 
persistent liquidity challenges that put pressure 
on prices. Deflationary pressures have also 
down played the outlook for most listed com-
panies as margins are under pressure while 
demand continues to wane,” said EFE.
This trend is likely to continue in the absence 
of key investments and capital injections into 
the economy that may spur the local bourse.
“Locally, our view is that the market will likely 
remain under pressure this year on the back of 
poor operating fundamentals in Zimbabwe,” 
said another equity research firm,” MMC, in 
its report.

“We still hold our view that investment op-
portunities in Zimbabwe remain plenty, but 
funding will persist to be the biggest challenge 
for the economy as the majority of sectors 
continue to suffer from capital deficiencies.”

Lynton edwards Stockbrokers revealed that 
recently published financial results reflected 
a deteriorating economy, characterised by a 
liquidity crunch, which has severely affected 
disposable incomes.

The poor performance has been attributed to 
the depressed economic activity. The country 
has also been failing to attract significant inves-
tors that could participate on the local bourse. 
Several listed entities are voluntarily leaving the 
ZSe, saying they are not realising value while 
others are saying new investors are increas-
ing their individual shareholding beyond the 
bourse’s prescribed threshold.

Paint and chemical products manufacturer, 
Astra holdings and Art Corporation are 
contemplating de-listing from the local bourse 
while TA holdings, had long been in the de-
parture lounge and finally de-listed in February 
this year.

Dually-listed banking outfit ABC Holdings 
bought by famed banker and past Barclays Plc 
chief executive officer, Bob Diamond, through 
his Atlas Mara investment vehicle which he 
jointly controls with African billionaire, Ashish 
Thakkar, also de-listed from the local bourse in 
February this year.
This is a pattern that should seriously leave 
executives and brokers on the ZSe which 
was demutualised a few weeks ago, surely 
worried.

In fact, a total of 16 companies have de-listed 
from the ZSe since 2009, when the country 
adopted a hard currency economy to deal 
with a hyperinflationary scourge that left eve-
ryone, and everything, miserable. There has 
been no new listing, except for an unbundling 
done by Innscor Africa of Padenga holdings 
which listed through a dividend in specie in 
2010. 
The primary purpose for listing on a stock 
market is to raise cheap money through either 
initial public offers on listing, or rights issues for 
those already on the bourse.
But the liquidity crunch in the economy has 
made this impossible. Of all companies that 
have so far successfully raised money, this has 
come from offshore investors.
Such foreign take-overs have necessitated exit 
from the ZSe after existing shareholders were 
diluted into inconsequential fractions.

Future bleak for investors
Picking stocks during a bull run is easy be-
cause everything is going up but bear mar-
kets make it tough for investors to pick profit-
able stocks, writes Phillimon Mhlanga.
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 The ailing economy is expected to continue dragging the market in the negative territory. 
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VIcE-President, Honourable Emmer-
son mnangagwa, has called on pro-
fessional accountants to support gov-

ernment in its fight against corruption in the 
country.

Officially opening the 2015 accountants’ 
conference held in Harare in April, Hon 
mnangagwa, who is also Justice minister, im-
plored accountants to guide government in its 
bid to strengthen the country’s public finance 
system in order to attain economic efficiency.
 “Accountants are the front line foot soldiers 
in the fight against corruption,” said Hon Mu-
nangagwa, adding that “Zimbabwe account-
ing professionals are among the best in the 
world - not that I am told but I know.” 

 “you have a role to play. you are our allies in 
this war to get the big fish who are corrupt. 
The big question that has been posed is that 
how can accountants and auditors assist us in 
the fight against corruption? You have the skills 
and analytical ability to dictate corruption. you 
are experts in that field so help us in solving 
this complex problem dogging the economy.
You are a key professional voice in the fight 
against corruption. Corruption stifles eco-
nomic growth. Ensure that transactions are 
settled at arm’s length.”

Hon mnangagwa spoke as government 
launched the national code on corporate 
governance that provides a framework for 
corporate conduct for both public and private 
sectors.

Speaking at the same flagship event, Tinashe 
Rwodzi, Pricewaterhousecoopers (Pwc) 
Chartered Accountants’ managing partner, 
pledged commitment to fight corruption.
“corruption is the biggest destroyer of the 
economy at the moment,” said Rwodzi. 

“It’s rampant, let’s not turn a blind eye on it 

(corruption).“

“In Zimbabwe, there are very few profes-
sional accountants in government and the 
private sector. How then do we expect ac-
countants to fight corruption? There should 
be moves to attract professional accountants 
to ensure that there are systems to fight cor-
ruption.

 “As accountants, we are an island in a sea of 
sharks, but let’s all fight corruption. Fighting 
it (corruption) requires resolute determina-
tion,” he added: 

To fight corruption, the International Auditing 
and Assurance standard Board (IAAsB) has 
introduced new auditor’s reporting require-
ments. These will come into effect at the end 
of December next year although auditors can 
choose to apply the new standards earlier.

One most significant change to be introduced 
is the disclosure of the auditor’s name in audit 
reports. By doing so, the auditor responsible 
will be left exposed if he or she employs pro-
fessional negligence in certain aspects of the 
audit, which would give rise to erroneous or 
misleading financial statement that might lead 
to corporate collapse.
 
while management is responsible for record-
ing the results and position of the business 
through the use of financial statements, it is 
the auditor who evaluates and expresses an 
opinion on whether the financial statements 
have been fairly presented. 

The auditor ensures that there is adherence 
to accounting standards in the presentation of 
financial statements.

creeping corruption
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Emmerson Mnangagwa

Phillimon Mhlanga reports that government, professional ac-
countants and other stakeholders must come together to fight cor-
ruption, which is an enemy of development and good governance.
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Sevious Mushosho is the new chairman for Mashonaland District 
chartered accountants. 

He takes over from Herritage nhende who was at the helm for the past 
two years.

Mushosho is also the vice chairman for the institute’s Continuous Profes-
sional Development Committee and past vice chairman of Public sector 
Committee. He is a very active member of the institute since he joined 
iCAZ as a member.

He trained with BDo Zimbabwe Chartered Accountants and now he has 
over 11 years professional experience  as a senior manager and execu-
tive in the private sector covering manufacturing, retail, agro-processing, 
properties, financial services, and insurance.  

Mushosho is currently the financial director of Distribution Group Africa 
Limited, a subsidiary of innscor Africa  Limited. 

He is married to a fellow chartered accountant, Anesu. the couple has 
three children. 

tHe CHArtereD ACCountAntMay 2015

Mushosho  is new Mash society boss

Sevious Mushosho
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Another significant change will be the introduction of 
key audit matters (KAMs). KAMs will be selected from 
those matters involving significant auditor’s attention 
during an audit. 

Selecting these would require professional judgement 
in order to determine which or how many key audit 
matters to include in the audit report. This will be an 
important judgement.

The new section of the report will shed light on those 
matters that in the auditor’s judgement would be of the 
most significance in the audit of the financial statements 
of the company. KAMs are meant to flag likely finan-
cial risks. The descriptions will outline why the auditor 
judged the matter to be one of most significance to the 

audit and how they addressed it. 

 With this, investors can find clues to fi-
nancial risks facing a company that are 
currently under the radar but could 
snowball into something big.

Going concern will also be given more 
visibility in the auditor’s report. Both 
management and auditors’ responsibili-
ties regarding going concern would be 
described in the new reports. 

This means that when there is a material 
uncertainty about the entity’s ability to 
continue as a going concern, this will be 
highlighted in a separate, clearly identi-
fied section of the report.

Even when the auditor concludes that 
there is no material uncertainty, one or 
more matters arising from the auditor’s 
work in arriving at that conclusion could 
be considered key audit matter.

The revision of the going concern stand-
ard also reminds auditors to evaluate 

whether the financial statements pro-
vide adequate disclosures when events 
or conditions have been identified that 
may cast significant doubt whether the 
organisation has the ability to continue 
as a going concern even if the auditor 
concludes that no material uncertainty 
exists.

Vickson Ncube, the chief executive of-
ficer of Pan-African Federation of Ac-
countants (PAFA), weighed in saying: 
“Fighting corruption has been on our 
lips for a long time and one begins to 
wonder if we really want to fight it.

“The gatekeepers in the fight against 
corruption are professional accountants. 
These are men and women who know 
the transactions that smell and taste cor-
ruption due to weak systems. Do we re-
ally want to fight corruption or had it just 
become one of those catch phrases? We                                                                                    
need professionalism and efficient sys-
tems that help us fight corruption be-
cause an inefficient system is a breeding 
ground for corruption,” he concluded.

Creeping corruption

“The gatekeepers in the fight against corruption are profes-
sional accountants. These are men and women who know the 
transactions that smell and taste corruption due to weak sys-
tems.”
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Tinashe Rwodzi, the 
immediate past ICAZ 

president






