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Editorial
BEING OTHER-CENTRED
In one of the many books about great leaders and their qualities,
The art of leadership, Donald Walters writes about lessons we could
learn from George Washington. He gives one profoundly positive
example showing that leading others isn’t about driving them,
directing them, or coercing them, but about compelling them to
join you as their leader in pushing into new territory − motivating
them to share your enthusiasm for pursuing a shared objective, and
conducting yourself in a way that shows that you believe people are
more important than things.
Walters write that, in essence, leadership (regardless of where you
are a leader) isn’t about exercising power over people but rather
about finding effective ways to work with people. The most effective
form of leadership is supportive; it’s collaborative; it’s about never
assigning to another a task, role or function that you would not be
willing to perform yourself.
Leading well is as simple as remembering to remain other-centred
instead of self-centred.
Our cover profile of this month is such an inspirational leader who
believes in teamwork and being focused on his people.
Stanley Bergman, who grew up in a small community in Gqeberha
(Port Elizabeth), now leads the world’s largest provider of healthcare
products and solutions with a staff complement of 21 000. As CEO
of Henry Schein, he is seen as a leader in social responsibility and
said that for him, the ESG movement is all about balancing all the
constituents in society and that it goes back a long time. ‘Benjamin
Franklin called it “enlightened self-interest” – the notion that business
should be about more than making money. They should be there for
all the constituencies in society.’
Henry Schein has featured on Fortune’s list of the World’s Most
Admired Companies for 20 consecutive years and is considered by
many in its sector as a leader in social responsibility.
Bergman has won numerous awards throughout his career, including
CEO of the Year in 2017 − a coveted honour also received by the likes
of Jack Welch and Michael Dell.
He said that growing up, he learned from his dad that you better have
something to say if you open your mouth. And from being involved in
youth groups, he said he learned that if you want to get things done,
you’ve got to get everybody involved, make everyone happy. Read his
story on page 10.
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UPDATES

WHAT IS HAPPENING IN THE WORLD THAT YOU SHOULD KNOW ABOUT

R20,13 BILLION

TO BE INVESTED IN SOUTH AFRICA
BY THE FORD MOTOR COMPANY
WHAT IS SDG 12 AND WHY YOU SHOULD BE INTERESTED?
The UN’s Sustainable Development Goals (SDGs) explain the main issues
embodied in SDG 12: ‘Worldwide consumption and production − a driving
force of the global economy − rest on the use of the natural environment and
resources in a way that continues to have destructive impacts on the planet.
Economic and social progress over the last century has been accompanied by
environmental degradation that is endangering the very systems on which our
future development − indeed, our very survival − depends.’
Among the frightening realities noted by the UN to support the need for action
is the thought that ‘should the global population reach 9,6 billion by 2050, the
equivalent of almost three planets would be required to provide the natural
resources needed to sustain current lifestyles’.
Read more on page 51.

64%

OF CFOs REPORTED BEING
ASKED TO TAKE ON BROADER
OPERATIONAL LEADERSHIP
ROLES BEYOND FINANCE

$23 MILLION
AMOUNT GRANTED

BY WORLD BANK TO FUND
SA’s CCS PROJECT
4
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Metair to create
3 000 new jobs in
SA this year
JSE-listed automotive components and energy storage
solutions manufacturer Metair Investments has announced
that it will be creating more than 3 000 new jobs in South
Africa this year through a major investment in a new project
for Ford South Africa.
Capital expenditure of R1,6 billion had been approved for its
current financial year and a further R272 million in capital
expenditure had been approved in the first half of 2021.
Source: Moneyweb

470
MILLION
TONNES

Amount of carbon
dioxide South Africa
emits a year

FACEBOOK UNVEILS
VIRTUAL OFFICE APP
HORIZON WORKROOMS

This is the social network’s first stab at creating a VR
experience specifically for people to work together in.
Horizon Workrooms is a VR workspace for teams to connect,
collaborate and create. Meet teammates across the table, even
if you’re across the world − and transform your home office
into your favourite remote meeting room.

SA’S CARBON CAPTURE PROJECT
CONTROVERSIAL
South Africa has started geological mapping at the country’s
first carbon capture and storage (CCS) site near the town of
Leandra in Mpumalanga. Mpumalanga is a carbon emissions
hotspot and home to several coal-fired power stations
as well as Sasol’s Secunda coal-to-liquids fuel plant, the
world’s largest. The plan is to inject vast quantities of CO2
deep underground from 2023.
CCS is controversial, with environmentalists saying it
risks becoming an excuse to continue burning fossil fuels
and could lead to neglect of nature’s own carbon capture
system, forests, which also sustain biodiversity and rainfall.
Others, however, see it as essential to meeting the goal of
a net carbon zero world economy by 2050, with its most
enthusiastic backer being the global coal industry.
South Africa is the continent’s biggest emitter of
greenhouse gases and coal provides the bulk of its
electricity.
Source: Moneyweb
June 2021
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Join SAICA in honouring

MR BONGISIPHO
NYEMBE CA(SA)
It is with significant sadness that I inform you about the passing of Mr
Bongisipho Nyembe, affectionately known as Bonga. Bonga passed
away on 10 August 2021 due to COVID-19-related complications.
Bonga, a partner at Deloitte, was
an exemplary chartered accountant
and represented the profession as a
member of the Assurance Leaders
Forum (ALF) at SAICA.
We will fondly remember him for
his courage and strong views on the
state of the auditing profession in
South Africa and how the profession
could improve its image in society.
Bonga’s leadership, demand for
excellence and technical expertise
contributed significantly to the ALF
and the wider profession and his
passing has created a void that will
not be easily filled.
Our deepest sympathy goes out to
his family, friends and colleagues
during this difficult time. We are
proud to have known him and to
have had him serve as a member of
SAICA.

Freeman Nomvalo
SAICA Chief Executive Officer
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#MORETHANWORDS

EFFECTIVE
ETHICAL LEADERSHIP
CAN BE TAUGHT AND
LEARNT BUT
IT BECOMES
EFFECTIVE WHEN
IT IS LIVED AND
PRACTISED

AYANDA MAFULEKA CA(SA)
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AUGUST – SEPTEMBER

EVENTS
CALENDAR
DATE

EVENT

BOOKINGS

2021 Finance Leaders − Webcast

Book Now

22 September

Complimentary: Practice Management Module 7 −
Webcast

Book Now

13 September

2021 Financial Reporting Update for Executives and
Directors’ duties

Book Now

16 & 17
September

Assessor Training Workshop − Zoom

Book Now

9
14
11
9

Complimentary: 2021 TechTalk Series:
SAICA Standards − Webcast

Book Now

27 September –
1 October

2021 SAICA Trainee Summit – Embrace the Future

Book Now

30 September

SAICA and IASB virtual session on Management
Commentary

Book Now

15 October

Complimentary: 2021 SAICA Friday Knowledge Café:
Tbc − Webcast

Book Now

7 September
8 September
14 September
16 September

8

September
October
November
December
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Chartered Accountants gain a wide range of competencies during their studies and
training, which paves the way for many different career opportunities, some of
which you may not have considered previously. The 2021 SAICA Virtual Career
Network will provide you with a wealth of insights into a variety of career paths,
and advise on how to create your unique personal brand within an increasingly
demanding global marketplace.
The Conference will take place over 4 days between 9 and 28 September 2021.

I am speaking at the Virtual Career Network

CHUN
KWOK

BONGIWE
MBUNGE

M E R G E R S A N D AC Q U I S I T I O N S

SEPTEMBER 2021

THEO
BALOYI

C L I M AT E A N D S U S TA I N A B I L I T Y

ENTREPRENEURSHIP

L E T U S M OV E YO U F O R WA R D A N D H E L P YO U
S U C C E E D I N Y O U R C H O S E N C A R E E R PA T H
For more info & a full list of speakers, visit
w w w. s a i c a c a re e r n e t wo r k . c o. z a

September 2021
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COVER STORY | Stanley Bergman

MOSAIC OF
AUTHOR Marteli Brewis

Stanley Bergman came to the United States in 1976, joined
Henry Schein in 1980, and progressed to become CEO in
1989, when turnover was $200 million. Since then, Henry
Schein’s turnover has increased to an astonishing $10,1
billion in 2020, making the company the world’s largest
provider of health care products and solutions to officebased dental and medical practitioners.
Stanley has won numerous awards throughout his career,
including CEO of the Year in 2017 − a coveted honour also
received by the likes of Jack Welch and Michael Dell.
Under Stanley’s leadership, the company is particularly
dedicated to the ESG (Environmental, Social and
Governance) movement, years before many other
prominent American corporations.
Henry Schein has also been ever-present on Fortune’s list
of the World’s Most Admired Companies for 20 consecutive
years and is considered by many in its sector as a leader in
social responsibility.

From humble
beginnings to becoming
the award-winning
CEO of Henry Schein,
Stanley Bergman,
is an inspiration and
the perfect example
of success through
dedication, creativity
and hard work

10
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Having made countless significant contributions and
receiving multiple awards for his work, Stanley feels
his career is far from over and that his most important
contribution so far has been assembling a world-class
team, known as Team Schein, with some 21 000 team
members in 32 countries.
‘When I say “world-class team”, it’s a team that works
very well together, driving a mission. For me, the team is
the greatest recognition and achievement. You can have a
phenomenal strategy, but if you don’t have a team that can
rally behind the consensus, you will never get that strategy
implemented. And at the same time, if you have a poor
strategy but you have a highly motivated team, you’ll fix
that strategy. The team will fix it.’
For him, the ESG movement is about balancing all the
constituents in society. ‘It’s got a fancy name now, but
it goes back a long time. Organisations like the World
Economic Forum have been talking about ethical capitalism,
about doing well by doing good, for decades. Benjamin
Franklin called it ‘enlightened self-interest’ – the notion that
businesses should be about more than making money.
They should be there for all the constituencies in society.’

September 2021

You can have a phenomenal
strategy, but if you don’t
have a team that can rally
behind the consensus, you
will never get that strategy
implemented.

September 2021
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COVER STORY | Stanley Bergman

This has, he says, been part of the Henry Schein values
for almost 90 years. ‘We codified it over 30 years ago
and called it the five constituencies that make up Henry
Schein's Mosaic of Success.’
Stanley explains Team Schein is about a value system
where people are number one and everyone must be
given an equal opportunity, regardless of their background.
‘We have many people in senior leadership at Henry
Schein that do not have a university degree but are
phenomenal leaders and subscribe to our values. It’s an
environment with an open-door policy where anybody can
say anything to anyone so long as it’s not at somebody’s
expense. We have this fundamental DNA which includes,
from a values point of view, our suppliers, customers, the
team and our investors. The fifth constituent, I believe, is
the “secret sauce” − it’s what we do to make the world
a better place − whether it’s the professions we serve,
the communities we are in, or broader society. All of that
makes up the Henry Schein Mosaic of Success. We attract
leaders and team members that are interested in this
unique ecosystem, which in the end if you boil it down, is
what ESG is all about.’
Getting 21 000 individuals in 32 different countries to
buy into a common cause and goal is no easy feat.
‘The world today is not a world where a boss can sit at
the top issuing orders,’ Stanley explains. ‘People care
about working in an environment where the person
that leads is a coach, a facilitator, and a mentor. Through
that environment, and spreading that DNA through the
organisation, the team follows much easier than if you
bark out orders. I’m committed to finding people to work
with that are smarter and better than me in particular
skills. So, I find myself as an orchestra conductor, with a
great orchestra.’
Keeping your finger on the pulse with such a big team
is two-dimensional, explains Stanley. ‘First, there’s the
pure math – what’s happening? The numbers are very
important – they tell the truth.’
But good numbers are only created because of the
environment in the organisation. ‘And therein lies an
important pulse − to figure out what's going on at all
times in the organisation.’
From a macro point of view, Henry Schein has what
they call a Pulse survey, a bi-annual survey to get direct
feedback from the team. ‘From a leadership point of view,
it is a real good way to get a feel for what is going on.’
Pre-COVID, Stanley and the leadership team used to travel
a lot. ‘When I go into a Henry Schein facility, I ask to meet

12
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with 10 to 15 random team members, and we have an open
discussion where people will tell me what is going on. We
have round tables and we’re keeping our finger on the pulse
that way. It is also important to get that subjective view
from talking to people.’
Having studied at Wits University, Stanley believes his
fundamental training in accounting in South Africa and the
preparation for the CA exam helped him to understand
the basics of business. His training has served him well
when discussing business with bankers and accountants in
the United States and elsewhere. ‘I often find myself in a
situation where I’m in a room, talking to bankers from some
of the biggest firms, if not the biggest, and they don’t quite
understand the basics. They understand spreadsheets, the
strategies, can put together remarkable charts. But then
I pull out my T-account with debits and credits, expenses,
gross profit – all the stuff I learned 50 years ago, and I
give them a run for their money! So, the basic education I
received stood me very well,’ he explains.
‘So, I believe the education, training, and qualifying for
CA(SA) was remarkable and I assume it’s still the case
today.’
Stanley says if he had to choose all over again, he would still
choose to become a CA(SA). ‘My father said to me, “You
can do whatever you want to do, but you've got to get a
formal education, either as an accountant, a lawyer or as an
engineer.”’
He admits laughingly that he wasn’t very good at physics,
chemistry, or languages at school. He wasn’t the best at
math but was always good with business thinking and
therefore decided to become a chartered accountant. ‘I'm
thankful that my father pushed me into that and wouldn't
trade my education for anything. And, by the way, if a
résumé crosses my desk of a CA(SA) looking for a position,
whether it is in the business or on the accounting side, I
take that résumé very seriously,’ he smiles.
Although he says he doesn’t have a secret to success,
Stanley is happy with what he has achieved in his life. ‘I
view life as balance. I have three highways, if you will, that
drive me. The first is family – that has to be the priority. The
second is my profession. And the third is the ”something
else” –for me, it is my social responsibility work, culture,
music, and skiing. And you've got to do each one with
passion but balance each one.’
At different stages in your life, you have to balance these
things a little differently. ‘When the kids are young, you’ve
got to be with them a little bit more. When they grow up, do
a bit more with social responsibility and the work side.’
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Many people have played a part in Stanley's career and life
successes. His parents had a remarkable impact on the
way he approaches life. ‘They had a small store in a place
called South End in Gqeberha, a multiracial community.
From the age of three, I used to hang out in the store.
My mother was a salesperson, but she was exceptionally
outgoing, and she would bring people together from all
walks of life, and people would be happy to be around her.
I learnt a lot from that.’
His father was someone who didn't speak much but was
an enormous community leader. ‘When he spoke, people
listened. So, he taught me when you open your mouth,
make sure you’ve got something to say.’
Growing up, Stanley was very active in a youth group and
used to organise summer camps. ‘I learnt that, if you want
to get things done, you’ve got to get everybody involved,
make everybody happy. It’s all about getting everyone
involved.’
He has also been fortunate to have had remarkable
mentors. ‘The late Jay Schein taught me it’s all about the
people and results.’
Jay gave a lot of young people incredible opportunities and
would guide them. ‘He would even let them fail. I failed so
many times. I cost the Schein family a lot of money in all
my failures, but as a net result, long-term, the family and
the business did well.’
The late Edward B Shils, the founder of the Wharton
Entrepreneurial Center at the University of Pennsylvania
and more, was also one of Stanley’s mentors. ‘Dr Shils
always said to me, “Stan, an important leader is not one
who can make decisions on clear things. A leader has
to make decisions and guide through environments of
ambiguity.” And I always have that in my mind. I say, if it’s
clear, don’t come to me with a problem. If it’s ambiguous,
let’s have an indaba and think it through.’
These days it is important to Stanley to figure out how to
continue to enable people to make a difference. ‘Our job as
leaders is to give people the platform to do what they want
to do − whether it’s in business or social outreach. I think
it’s critical. I hope that I will be in a position to create the
right platforms to enable transition in all the activities I’m
involved in, whether business, not-for-profit, or my kids,
being in a position to move on in their careers, hopefully
I gave them the platform that will enable them to do
whatever they want to do. So, it’s about platform building.’
Robert Kennedy said, ‘Some men [and women] see things
as they are, and say why. I dream of things that never were,
and say why not’. For Stanley, his life has been ‘why not’.
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WHY NOT?
‘I'm not the best to give this kind
of advice, but I will give you two
thoughts. The first is don’t accept
no as an answer. Remember Robert
Kennedy: ”Some people see things
the way they are, and say “why?” I
say to people “why not?”’
Stanley emphasises these two very
important words: WHY NOT?
‘If you have a crazy vision, why not?
Think of the big players, Steve Jobs
… the people who changed the
world we know today. Go back 100
years – the telephone, the lightbulb.
Those people said, “why not?”
More recently, some people said it
would take four to seven years to
come up with a vaccine. Those who
said ”why not” came up with it in
eight months. If you have a vision,
why not stick to it? You can try that
vision and fail, but keep on trying
until you’ve polished it up and made
it work.’
Stanley’s second advice for
entrepreneurs is to find people that
will motivate you and that you, in
turn, will motivate. ‘Find people who
will agree with you on the values
that you want to live out through
your business venture, or whatever.
Surround yourself with people that
can help you to get where you want
to go. And remember, President
Nelson Mandela said, “It always
seems impossible until it is done.”’

accountancy.co.za
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FEATURE | Ethics

ETHICS PODCAST
THAMI ZIKODE
If you decide to sell your
soul to the devil, you are
definitely not getting it back

With more than 13 years’ experience in both the private and
public sectors, Thami Zikode CA(SA) has played a role as
internal and external auditor, regional finance manager, director
of financial analysis, business risk specialist and business
executive throughout his career.

SAICA’s Code of
Ethics for Professional
Accountants states that a
distinguishing mark of the
accountancy profession
is its acceptance of the
responsibility to act
in the public interest.
Thami Zikode is one of
the members of SAICA
who have displayed this
distinguishing mark by
having the necessary
skills to identify ethical
dilemmas, make ethical
judgements, and have
the moral courage to do
the right thing
14
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Currently serving as the chief audit executive and acting
group executive governance and risk at the SABC, Thami
was instrumental in engaging with the Standing Committee
on Public Accounts (SCOPA) and the parliamentary portfolio
committees regarding issues from financial management,
financial reporting and governance and assurance perspectives.
He is passionate about driving ethical behaviour and culture in
both the public and private sectors.
Thami was appointed to serve as chief audit executive at
the SABC in November 2017. ‘I was responsible for general
assurance audit, information technology audit, as well as
forensic investigations. At the time, a lot of issues were
coming out from the parliamentary inquiry to the Special
Investigations Unit (SIU) report and the Public Protector report,
as well as negative reporting from the Office of the AuditorGeneral,’ says Thami.
When Thami joined the SABC, he found that several
internal forensic investigation reports were unfinished.
Even if investigations had been carried out and reports
produced, SABC management did not follow through with
recommendations and no disciplinary proceedings were
instituted against those found to be on the wrong side of the
law.
Thami soon realised that the investigations involved some
of the group executives in the SABC and needed to be
completed. ‘One of the challenges that you face in any
environment is having to sit across these colleagues in group
executive meetings while investigating them at the same time.’
During his investigations, Thami had to table reports to the
social and ethics committee as well as the audit and risk
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committee. ‘One of the group’s Exco members made
a very interesting comment to me after one of the
meetings. He said, “This is the SABC and the way you
are carrying on, we will pull the carpet out from under
your feet.”’
One specific report stood out to Thami. ‘Having issued
the report on a Monday, the particular group executive
chose to resign with immediate effect.’
When Thami got home that Friday, he was attacked. ‘A
vehicle was following me very closely on the way home.
The guy in the passenger side got out with a firearm
in his hand and charged towards my car. That is when I
realised something was wrong.’
Fortunately for Thami, he was carrying his own firearm
that day. He discharged a shot and managed to hit his
assailant and the other vehicle’s tyres. ‘I never had to
guess where this attack emanated from, especially after
listening to what was being said in meetings,’ he says.
On Monday Thami was back at work at the SABC and has
been there since. He is planning to finish his five-year
term in October next year.
‘I think a couple of my colleagues thought I was crazy
when I accepted the job at the SABC,’ he laughs. ‘Before
I applied, a previous board member of the SABC spoke
to me about the SABC’s challenges and said they
required someone of my calibre, somebody to stand up
for what is right.’
After contemplating the idea for a while, Thami realised it
was the perfect opportunity for him as a CA(SA) to make
a mark in the sector and to be a part of the team to turn
around the SABC. ‘Also, I realised I could be the one
person that will stand for the truth, even if it means that I
stand alone.’
For him, the reality is that the public sector needs
CAs(SA) to stand up for the right thing to do. He
explains: ‘Most entities in the public sector are seen as
government entities. But the reality is that all taxpayers
contribute to the well-being of these entities. Unless
we as CAs(SA) reach a point where we also want to add
value in the public sector, nobody is going to turn around
the public sector.’
Thumi considers reporting to fellow executives his most
challenging test with regard to ethics. ‘If you do it wrong,
the whole executive team will turn against you. So, the
only way of doing it is to be respectful when putting
the facts on the table and allowing everybody to have
their say about the findings of the forensic reports. It’s
not easy, because these are the decision-makers of the
organisation.’
At some point Thumi had to take his findings directly
to the audit and risk committee without involving the
executive team. ‘I explained my dilemma to the audit
committee − that I had to table a report in the group exco
with findings against some of the members and that
those were the people who needed to recommend my
reports to the audit and risk committee. If they decided
to block it, it would not go through.’ But even when they
tried to block some of the reports Thumi ensured that all
governance processes were followed and that everything
reached the risk committee as well as the social and
ethics committee.
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Looking back, Thumi knows he made these decisions
irrespective of whether they could have backfired,
because they were the right ones and for the right
reasons. ‘I wasn’t worried that I would be disciplined for
it, because I was doing the right thing. What came out
of this was, how do I look at my colleagues after having
reported them to the risk committee? I still managed
to have a good relationship with them. Some of them,
after having tendered their resignations, commended my
courage.’
Thumi believes his courage to do the right thing
emanates from SAICA’s code of conduct. ‘For me, that
document is not just a piece of paper with tick boxes.
Also, the issue of ethical decision-making should not just
be a tick box exercise. It’s something that you need to be
mindful of at all times.’
He thinks many people fail to understand that if your
‘favours’ to friends or executives came out, your
reputation would be irrevocably gone. And more
importantly, not just the individual’s reputation is at stake
but that of the profession as a whole. ‘For me, courage is
making decisions that I would be happy to read about in
the newspaper tomorrow morning …’
When it comes to the threats Thumi had to face because
of his courageous decision-making, the important
thing for him at the time was the appointment of core
ethical leaders and that those people stood by him and
supported him. ‘After a lot of the old executives went out,
the new executives said, “We are here for the SABC. We
are not here for our benefit. Whatever we are doing, we
are doing for the benefit of the South African citizens and
our democracy,”’ he explains.
According to Thumi, the new leaders were also facing
threats and challenges. They were all in the same boat in
terms of paving the way for dealing with issues, to the
point where they got all the executives, including the
board, to see what the organisation needed.
At the SABC, the whole environment, including the audit
fundamentals, had to change, and Thumi is pleased with
what they have achieved so far.
His message to other CAs(SA) is to keep doing the right
thing. ‘If you decide to sell your soul to the devil, you are
definitely not getting it back.’
His advice is that when an ethical dilemma puts you in
a space where your life is being threatened, you need
to change your communication mode. ‘Make it know to
whoever you are communicating with that the whole
organisation is aware of the ethical matter that you are
dealing with. That will make them think twice …’
For Thumi, the time of talking about ethics for the sake
of ticking a box is in the past. It is important that CAs(SA)
start doing the right thing at all times, no matter what.

AUTHOR
Marteli Brewis
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8

lessons for leaders

FROM SOCIAL UNREST IN

SOUTH AFRICA

What can social unrest teach leaders in business? In July 2021,
we experienced levels of destruction to property, and upheaval in
society, unseen in South Africa’s recent history. Looking beyond
political agendas and intricate webs of deceit, we see how vulnerable
communities were manipulated and used to vandalise, loot and incite
strategically planned chaos. As leaders in business, we should be
asking ourselves, ‘How do we prevent our most vulnerable people
(employees) from being manipulated?’
The most vulnerable people in organisations are
not the well-paid, cared-for C-suite executives,
senior managers or managers. They are not even
the supervisors or line staff that are managed and
developed as part of the talent pipeline. Rather, they
are those individuals who are nearly invisible in a
company, people known by the tasks they complete
rather than by the individual value they add. They make
up the masses in number but lack the education,
expertise, or skills to be treated as valuable employees.
As a leader in business, you may not be one of the
conspiring few who caused this eruption in our
communities, but isn’t it time to question the role you
and your organisation have in making your employees
less vulnerable? Vulnerable to manipulation by outside
forces like unions, competitors, media, political forces
or even disgruntled family and friends.
Here are eight lessons for leaders from the social
unrest in South Africa that may contribute to how you
help your people become more self-controlled and less
susceptible to outside influences:
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Listen, really listen – It is not enough to ask how
you are doing, what matters is how sincerely you
listen. Employees are navigating some of the
accountancysa.co.za

2
3

toughest challenges in recent history. They are
balancing aspects of their lives that never needed
much attention before. They are exhausted,
stressed and navigating new and rapidly evolving
ways of working. Resources they previously relied
on no longer exist. Unemployment is spiralling
out of control and employed family members are
carrying greater financial burdens. Listen to your
employees to understand the growing challenges
they are dealing with. Make an effort to support
your employees. This does not need to strain
your budget. As creative thinkers, leaders can
solve problems in unique ways. Use some of this
creativity to help solve the common challenges
experienced across groups of employees and
make it easier for them to refocus their energy.
	Work together to improve overall wellbeing –
Mental, physical and emotional wellbeing matters.
Inculcate a culture of wellbeing through the
organisation. It is your responsibility to think about
your employees as whole beings and contribute to
their wellbeing.
 ift your employees as you rise in business –
L
Business is not just about creating shareholder
and owner wealth. Nor is it about creating wealth
September 2021
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at the most senior levels of business. It is about
treating your employees fairly, about remunerating
effort and about creating opportunities for all
employees to share in the fruits of the business.
Promoting a sense of ownership for every
employee is good for business.
Invest in teaching your employees how to
think for themselves – Thinking skills should be
nurtured and developed across all employees. This
skill is taken for granted, whereas most individuals,
whether in possession of a tertiary qualification
or not, need to develop and master the skill of
thinking for themselves.
 ecognise the value of every employee
R
irrespective of role, education, background, or
level in the business − Appreciate and recognise
the value that every single employee brings into
the business. Communicate this and help each
person see their contribution as valuable and
necessary to the business.
Inculcate a culture of learning and development
– Education is not a gift for the few, but a treasure
for the many. Create opportunities for knowledge
sharing and learning and development for all.
Prioritise self-management, self-leadership, and
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emotional intelligence learning journeys for every
employee. Most organisations actively create
learning and development pathways for leaders,
future leaders and those lucky enough to be in
the talent pipeline, but others falling outside of
this do not have access to learning opportunities.
These opportunities need not be through formal
institutes or formal programmes but should form
a part of every employee’s journey.
 ead from and instil good values – Corporate
L
values printed and pasted on walls are worthless
unless these values are inculcated into every
facet of the business. Employees should be
trained and inspired to live the corporate values
in all areas of their lives. Recent failures in
business show a lack of values by leaders in
business just as the recent unrest demonstrates
a significant lack of values by the masterminds
behind the plan. Inculcating values into the daily
lives of all employees should be a priority for
leaders.
	Wealth matters – The gap between rich and
poor needs to start closing. You may not be able
to give your employees a massive pay increase,
but you can help them care for and grow what
they have. Wealth education is non-existent in
the education system. As you grow in personal
wealth, you engage and access resources,
people and companies to help you better care
for your money. This helps you to grow your pot
of wealth for yourself and for generations of
family to follow, while most of your employees
have never had someone teach them about
wealth creation nor will they ever be able to
access the resources available to the wealthy.
These employees need to be helped. Create
opportunities to teach and share lessons in the
value of money, in managing one’s money and in
growing one’s money.

These eight lessons are a starting point from which
all leaders could develop a plan for their employees.
Rather than looking at the cost of implementing
these lessons, consider the cost of doing nothing
and then utilise your creativity to develop a plan
within your budgetary means. If we are to change
the narrative, we must hold ourselves accountable.
Leaders in business have the power to positively
influence the hearts and minds of their employees
and unite in building a nation of South Africans
who feel valued, seen and heard and who are less
vulnerable to manipulation from outside influences
pursuing their own selfish agendas.

AUTHOR
Usha Maharaj CA(SA), Executive and Leadership
Development Coach
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THE POWER OF
NEUROPLASTICITY
Stepping out of your
comfort zone

‘The best things in life are often waiting for you at the exit ramp of
your comfort zone’ (Karen Salmonsohn). Stepping out of our comfort
zone is critical if we wish to remain agile and adaptable in the everchanging modern world
We all know the pleasure of our routines: waking up a
certain way, sipping our coffee (or tea) before heading to
the shower. Routines provide us with a sense of comfort,
a sense of security and, importantly, provide us with a
means to auto-pilot, reducing the demand on our already
overloaded brains. But when do routine and comfort
start to hamper us? When does it start to reduce our
effectiveness and hamper our abilities?
Neuroplasticity is an exceptionally important characteristic
of the brain. It refers to the ability of the brain to change
and adapt, the ability to build new neural pathways and
lose those it no longer needs. This is important, because
it shows us how the adage ‘You can’t teach an old dog
new tricks’ is not much more than an old wives’ tale.
However, to ensure neuroplasticity is happening and the
brain is adapting you need to do a little more than the odd
crossword puzzle and a Sudoku on the train (although
those do help). True plasticity comes from challenging
the brain, making it work hard; like many muscles need
exercise to grow, so does the brain. Think of those
hard things you had to learn: riding a bike, playing an
instrument, memorising the words to a speech or poem
− all those difficult things to do but once learned are
remembered best.
As AI and automation continue to rise in the knowledge
workplace, humans are going to perform progressively
less and less systematic and monotonous tasks with an
expectation to perform more complex tasks requiring a
much higher cognitive load. The need to become good
and staying good at learning is going to become more
of a critical skill. This is referred to as brain agility, which
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Courage has a ripple effect.
Every time we choose courage,
we make sure everyone around
us is a little better and the
world is a little braver
– Brene Brown

is our ability to continuously learn new skills and apply
existing skills to new problems and situations − both of
which require a high degree of neuroplasticity. Sorry folks,
the knowledge work of the future is going to have far less
routine and far more unstructured new thinking requiring us
to be problem-solvers and think creatively: relying on our old
neural pathways is just not going to be efficient anymore.
According to Forbes magazine, Professor Carol Dweck of
Stanford University did extensive research that classified
people as having predominantly either a fixed or a growth
mindset. Those with a fixed mindset believed abilities
were either innate or couldn’t be developed past a young
age. However, those with a growth mindset recognised
that most, if not all, skills could be developed with effort
and time. Dweck’s research went on to show that most
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successful people continued to develop themselves
throughout their lives. Knowing and understanding our
mindset towards growth is critical in setting ourselves
up for creating a learning and agile mindset. For some
of those who are more fixed in nature, it may require
more drastic steps to change the mindset and rewire the
neurons.
The counterbalance to all the sweat and tears of
developing new neural pathways through practice and
challenging ourselves and learning is being able to press
the pause button on our lives and provide the brain with
some space to cement those new neural pathways.
One of the most effective ways of creating space for the
brain is to practise mindfulness (or meditation for some).
Practising mindfulness provides two key critical aspects
to improving neuroplasticity. The first, in the short term,
is that it helps to lower stress levels. This is important,
because cortisol levels are lowered, which allows the
brain to shift its thinking away from the amygdala (the
fight-or-flight stress and anxiety part of the brain) back
to the pre-frontal cortex. This part of the brain is where
higher-order thinking happens, and the two don’t work well
at the same time. In short, a little bit of mindfulness will
help bring clarity to thought. This clarity allows the new
neural pathways to settle in and form thicker connections.
Secondly, mindfulness when done on an ongoing basis
results in gyrification of the pre-frontal cortex. In other
words, more and deeper folds are created, which means
the area of the brain increases and as a result, there is
more space to make more and denser neural pathways
and more space for neurons to connect.
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Bringing it all together … As the world evolves and
changes, getting progressively more complex, the
ability for us to rely on routine and monotonous tasks
to stay ahead is going to become progressively more
difficult. Relying on the comfort of ‘I know my job’ and
‘I know what I do’ needs to make way for an approach
of continued learning. But before we can embark on
our journey of rewiring the brain and becoming more
successful, we need to know and understand our current
mindset and where it is a fixed mindset, we need to
make a conscious decision to change it. Once we begin
learning, we start to develop new neural pathways
which slowly thicken and strengthen making it easier to
complete new and more complex tasks. The more we
develop, the more complex we can manage and the more
complex we can manage, the easier it is to develop new
pathways. Lastly, we need to give ourselves regular space
to practise mindfulness to allow the brain space and time
to cement these new pathways and develop the brain into
providing more space and building material to create ever
more neural pathways (making us smarter and quicker at
problem-solving).
The first step, however, remains to have courage − the
courage to step outside our comfort zone and start a new
journey of growing that brain.

AUTHOR
Wesley Moffett CBAP, MBA is the programme head for
Customer Tax Programmes at First National Bank
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WHY IS
THE
‘why’ so
important?
We probably all know about (or have experienced) burn-out. It’s
that state of mental, emotional and physical exhaustion. But what
is brown-out?
When you experience burn-out, you feel overwhelmed,
battle sleeping, have not energy and just generally are
unable to cope with things you used to cope with well.
However, a lesser-known but often more prevalent condition
is brown-out (not to be confused with bore-out which is
about being bored at work, under-stimulated and feeling like
your skills are not being used effectively – or at all).
Brown-out is a loss of meaning in work, and some say that
up to 40% of people experience this at some point in their
careers. What is the point of this job? Why am I even doing
this task? What difference does this make? These are all
questions indicative of brown-out and lead to demotivation
and disengagement.
Why is meaning so important? Surely just having a job and
earning an income is enough? While obviously money is
important and providing for children and family is inherently
meaningful, often people require more from their work.
Viktor Frankl, the great Austrian neurologist and psychiatrist,
and Holocaust survivor, wrote Man’s search for meaning
after his experience in Nazi concentration camps.
Witnessing and being a part of the most horrifying of
experiences, he began to realise that finding meaning to life
(and indeed survival) was at the heart of making it through
those dark days. Frankl said: ‘Those who have a “why” to
live can bear with almost any “how”.’
People are generally quite resilient and can cope with
a lot. But − and it is an important but − only when it is
meaningful to them. An example from the world of sport:
We used to think the commitment, goal orientation, drive
and work ethic of athletes would naturally transfer to the
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working world when they transitioned out of sport. But
more and more evidence suggested this is simply not
true. Why? What we now know is that when a goal is
meaningful to the athlete (like the childhood dream of
becoming an Olympian, Protea cricketer or Springbok
rugby player) they are able to deploy the full force of their
high-performance mindset and mental skills. But when
they retire from sport and have no meaningful goal to
pursue, they are no better motivated than any one of us.
In fact, loss of motivation is the number one symptom of
brown-out.

SO, WHAT TO DO ABOUT THIS?
As always, the first step is recognising that something is
not quite right. Acknowledge that you are battling and talk
to a trusted friend or colleague about how you are feeling.
This can be a wonderful opportunity to reflect on your
career and life and make adjustments for the future. Maybe
it is gaining a new perspective in the role you have and
finding ways to challenge yourself in it. Maybe it is trying to
find a new role to move into. Maybe it is (finally) making a
move to a job you have always wanted to do but have been
too afraid to try. Whatever path you choose, this time of
self-reflection can help define what is important to you and
can guide you in decisions towards leading a flourishing life.

AUTHOR
Dr Kirsten van Heerden, Performance Psychologist,
Newton Sports Agency
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THERE ARE MANY
BUSINESS FINANCIERS OUT THERE.
BUT NONE LIKE US.
So, who are we?
We’re the company that’s been supporting and financing
business owners for over 40 years. That’s longer than some
of Africa’s largest banks have existed. We’ve provided over
R20,5 billion in tailor-made finance to small and medium
businesses. Helped facilitate over 658,000 jobs and
counting. With finance from R500,000 to R50 million,
imagine the potential we can unlock in your business.
Apply for our specialised business finance at
businesspartners.co.za

MINIMUM 2 YEARS
IN BUSINESS
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R500K TO R50M
BUSINESS FINANCE

UP TO 100%
PROPERTY FINANCE
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POPI Act shines a spotlight on cybersecurity

POPI ACT

SHINES A SPOTLIGHT

on cybersecurity

With the grace period for compliance with the Protection of
Personal Information (POPI) Act coming to an end, it is critical for
organisations to ensure security measures are taken to protect
and secure the integrity and confidentiality of clients' personal
information in its possession or under its control. This is especially
true for accountants who handle financial data for multiple clients,
making them prime targets for cyberattacks
As businesses migrate to online platforms, digital
advancement helps them improve their productivity;
however, it also increases the likelihood of cyber threats.
Most cyberattacks are aimed at extracting money, which
would be of particular concern to accountants who handle
other people’s money.
A data breach is expensive and can result in substantial
financial losses. In addition, businesses could lose clients
and struggle to get new ones as clients lose trust after such
an event. The following precautions can help accounting
practices safeguard their business and their clients:
•

Consult the experts – One way to ensure that
a business is adequately protected is to consult
cybersecurity firms to assess its data security level
and test the vulnerabilities. Just as important is that
the company’s software protects it from cyberattacks.
The vendor should be consulted about its software
security protocols, too.

•

Spend to save – Advanced, industry-recognised
security safeguards are needed to keep financial data
private and protected, with password-protected login,
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multi-factor authentication, firewall-protected servers,
and state-of-the-art encryption technology for data at
rest and in transit.
•

Protect your clients – Data protection of personal
information is concerned with the processing of such
information, which carries particular risks in terms of
how it is collected, stored and disseminated. Personal
information can reveal who a person is, their financial
details, and more. Its processing can therefore pose
serious risks to a person’s basic rights.

•

Prioritise data backup – Software should have
automatic offset storage so that companies don’t
have to create physical backup copies themselves.
Should a company’s computers be hacked, all of
the data must still be accessible to users from any
computer connected to the Internet.

•

Stay ahead of the bad guys – Hacking methods
are continually evolving as fraudsters find new
ways to execute attacks. No matter how secure an
accounting firm is, there will always be the possibility
of a data breach, as a new method could penetrate
September 2021

A data breach is expensive and
can result in substantial financial
losses. In addition, businesses
could lose clients and struggle
to get new ones as clients lose
trust after such an event

a company’s security system. Accounting firms
therefore need to evolve their security parameters
over time to tackle the newer methods of attacks.
•

It’s a team effort – Every employee must be aware
of the threat and follow protocols outlined by the
software provider and the company’s IT team. One
can promote awareness about cybersecurity and best
practices among one’s employees, hire a security
architect, strategise a response plan, and leverage the
cloud for better data security.

Every business needs to have control over who accesses
its financial data and what they can see and do with it.
Only people that have been invited should have access
to a company’s data and each person invited must create
their own unique password. Choose software that
features multiple permission levels that limit the access
privileges of each user.

TO CONCLUDE
Businesses have more responsibility than ever to use
data ethically, compliantly and securely. The goal of the
September 2021

POPI Act is to ensure the lawful processing of personal
information. The intentions of the Act are two-fold: first,
it will facilitate everyone’s right to privacy as enshrined
in South Africa’s constitution, and second, from an
economic standpoint, the Act ensures that adequate
internationally recognised data protection legislation
is in place for when South African entities trade with
international partners.
And while technology is becoming more sophisticated,
it brings with it more sophisticated cyberattacks, but
the solution also lies in using technology to avoid these
attacks. Accounting professionals are at particular
risk, but with advances in online software security,
businesses can ensure that they are getting the best
protection possible.

AUTHOR
Gary Epstein, Managing Director of EasyBiz Technologies,
partner for QuickBooks
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UNDERSTANDING
special risks
insurance
Brokers and insurers across South Africa are mobilising to help their
clients to register their Sasria claims as the country counts the cost
of losses and damage due to the 9−19 July 2021 civil commotion
The civil commotion that tore through areas of KwaZuluNatal and Gauteng in July 2021 caused damage to business
and individual assets totalling billions of rand. But those
fortunate enough to have insurance soon realised that
claiming for losses caused by civil commotion, public
disorder and riot was different to the run of the mill risks
they usually claimed for.
Cover for loss or damage due to civil commotion, public
disorder and riots (whether politically motivated or not) is
almost exclusively available from the state-owned special
risks insurer Sasria SOC Limited. And this cover, called a
Sasria Coupon, can only be offered as an add-on to your
primary insurance contract.
South Africa’s non-life insurers act as non-mandated agents
of Sasria and are responsible for issuing these coupons and
collecting your premiums on Sasria’s behalf. In practice, your
broker or primary insurer will include Sasria cover alongside
the assets cover on your commercial or personal insurance
policy. The insurer then acts as the go-between between
you (the insured) and Sasria in the event of a loss.
By way of example, consider a business that has a
commercial insurance policy including Sasria cover for
its buildings and vehicles. In the event that one of its
drivers has an accident in the normal course of business,
it will lodge a claim with the broker, who will assist with
registering the claim with the insurer. The insurer will then
assess the claim and compensate the business for the
damage.
If, however, the vehicle is torched during civil commotion,
the claim must be lodged by the insurer with Sasria. In
this case the business, again assisted by the broker, will
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notify its primary insurer of the incident. The insurer will
then follow Sasria’s guidelines to register the claim with the
special risks insurer. Sasria is then responsible for assessing
and paying out these claims.
Sasria can mandate its agents to settle claims on its behalf.
As claims volumes soared following the recent unrest,
they gave permission to their agents (your insurer) to
settle amounts of up to R50 000 on claims relating to civil
commotion, subject to all conditions met. Assessors and
loss adjusters would still have to be appointed for higher
value claims, in line with the special risk insurer’s mandates.
The basic conditions and principles of insurance apply to
Sasria cover in much the same way they would apply to an
ordinary insurance policy. This means that you (the insured)
will still have to prove ownerships of the goods, that large
losses will have to be properly assessed and loss adjusted
and that the sums insured on the original policy, and by
implication the Sasria insurance, are adequate.
The complexities in South Africa’s special risks insurance
environment illustrate the benefit of broker advice when
entering into a non-life insurance contract, especially for
businesses. The FIA encourages all consumers to approach
experienced, professional brokers when transacting for
insurance, because there is nothing worse than suffering a
catastrophic loss only to discover that you are not covered
for the risk event.
AUTHOR
Lizelle van der Merwe, CEO, Financial Intermediaries
Association of Southern Africa
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Do you want to differentiate
your CA(SA) designation
and further your career?
Register for the MCom with
UCT’s College of Accounting.
Specialising in Financial and External Reporting,
Corporate Financial Analysis, and Corporate
Governance and Risk Management, this degree
emphasises business applications and research
in all areas of accounting.

Previous graduates
have said that:

“The MCom
broadened my
knowledge base
and my horizons,
raising questions about
my life and career path
I didn’t know needed
answers…”

“…the learning
environment
encourages
debate and lateral
thought, something
very different to the
debits and credits of
my undergraduate.”

“…the thesis
developed my
writing and research
skills and sparked
a desire to do
research and
understand the best
ways to analyse data.”

The programme is one year part-time through coursework and a minor dissertation.
Its block-release (modular) format means you are not required to be resident in Cape Town.
Applications close on 31 October.

Entrance requirements
An HEQSF level 8 qualification in Accounting/Finance or relevant work experience in Accounting/Finance or a
CA(SA). Applicants may be required to present themselves for an interview.

For further information on the programme: adobe.ly/34ArKEw
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MOBILE
MONEY
surges in Africa

The surge of mobile payments in Africa following the onset of the
COVID-19 pandemic has seen the rise of financial technology unicorns
on the continent. Using your mobile to pay for goods, services, send
and receive money has become easier and more secure than ever
Flutterwave, ChipperCash, Interswitch, Paga and OPay
are five African financial technology (fintech) start-ups
that are now being identified as unicorns by investors,
the business media and analysts following the surge of
mobile payments.
A recent GSMA report reveals that there are 1,2 billion
registered global mobile money accounts. 560 million
of these registered accounts are in Africa. The GSMA,
which represents mobile network firms, states that
‘Sub-Saharan Africa has been at the forefront of the
mobile money industry for over a decade, and in 2020
continued to account for the majority of growth’.
Flutterwave achieved a valuation of $1 billion in
March 2021 after closing a funding round of $170
million. Meanwhile, ChipperCash received an investment
of $100 million in June 2021 from Jeff Bezos’ personal
venture capital fund. Interswitch, Paga and OPay also
received recent investments that valued them at over
$1 billion earning them the name of the mythical
horned beast that is the moniker of such unusually large
valuations.
Convenience, security and trust are fuelling the
seismic wave of mobile transactions together with
the pervasive penetration of affordable mobile feature
phones on the continent. Cash used to be king in Africa
but handling and banking money has become riskier,
which is why traders, entrepreneurs and consumers
alike are going mobile.
Reuters tells the story of Ivory Coast’s Bonaventure
Kra who works with imports and exports and who was
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anxious about handling cash with COVID-19. He fretted
about waiting in bank queues to make deposits. Kra
made the change to mobile and won’t be going back.
‘Going back to cash would be like travelling back in
time,’ Kra tells Reuters in Abidjan. ‘I intend to use it
permanently.’
Analysts say that by 2025 the African mobile market
is expected to have 850 million customers who drive
$2,5 trillion to $3 trillion in transaction volumes
annually. A key driver in the surge of mobile payments
is the increasing affordability of mobile phones in
Africa.
Counterpoint Research’s Market Monitor reveals that a
TRANSSION Holdings brand owns the top position in

GLOBAL FEATURE PHONE SHIPMENTS
MARKET SHARE
23%
16%
12%
7%
itel

HMD

TECNO

6%

Samsung

Lava

Source: Counterpoint - itel commands 23% of the global phone
shipments market share
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In South Africa, smartphone
penetration reached 91,2%
in 2019, up from 81,7% in
2018. Mobile phones are an
indispensable part of people’s
lives. Research shows that
most people spend about five
hours on their mobiles daily

•

Buy airtime and make data purchases

•

Take out loans or overdrafts

•

Start savings accounts

•

Start a business

•

Make and receive payments

•

Start an e-commerce store on Instagram,
WordPress or Wix

TO CONCLUDE
•

Only use a trusted mobile payment portal when
paying from your phone, for example Flutterwave,
ChipperCash, Interswitch, Paga or OPay, because
these mobile payment services are easy to use,
secure, fast, and offer transparent pricing.

•

When you set up your preferred app, ensure you
use the fingerprint, code or pin to protect yourself
and your money should your smartphone ever get
stolen.

•

Use the security features on your phone to protect
yourself and to protect your money.

the global and African feature phone market.
In South Africa, smartphone penetration reached
91,2% in 2019, up from 81,7% in 2018. Mobile phones
are an indispensable part of people’s lives. Research
shows that most people spend about five hours on
their mobiles daily.
Today people are using affordable smartphones to:
Send and receive money
•

Buy goods and services online or in stores

•

Pay tax, utility bills and school fees

September 2021
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Your wellness and reinventing the workspace

COVID-19

YOUR WELLNESS AND
reinventing the workspace

Whether you are an SMME driving your business goals on your
own during this time, a boss leading a team through virtual means
or an employee working remotely, take a moment to pause and
reflect on the past year and a half and ask yourself, am I thriving or
surviving? Are my daily work habits leading me on a trajectory of
mental and emotional wellness?
According to Pfizer, ‘wellness is the act of practising
healthy habits on a daily basis to attain better physical
and mental health outcomes, so that instead of just
surviving, you’re thriving’.
As the pandemic hit South Africa in March 2020, we
saw a vast majority of the working force, including
SMMEs, needing to make a rapid shift to remote
working and virtual set-ups. Most adapted well to the
changed business environment. However, remote
or ‘isolated’ working styles brought on many other
factors that we are now faced with and need to tackle,
for example depression, anxiety, stress, burnout or
lack of emotional support, lack of collaboration, and
cybersecurity risks.

a couple of colleagues, or simply working in a coffee
shop for a couple of hours a day.
Engagement and collaboration
Staying connected and engaged through digital
teamwork frameworks such as Microsoft Teams,
Slack or Google Meet would ensure that staff or work
colleagues do not get trapped in feelings of isolation or
‘not-belonging’.
Talking more doesn’t necessarily mean sending more
emails or setting up formal group meetings: it could
just refer to chat platforms that others can easily scan,
search and catch up on.

ACTION STEPS FOR A HEALTHY
REMOTE WORKING ENVIRONMENT

Collaboration and open communication help
you achieve your work goals as well as fill some
interpersonal social needs. Working remotely can
sometimes mean that you are missing out on
opportunities to pop into a colleague’s office to say
good morning, or walk by an employee’s desk to check
if they are okay. See where you can intentionally add
some ‘team’ time or ‘people’ moments to your day to
stay engaged.

Consider your personality
Depending on your personality, working at home could
be revolutionary or could be taxing your wellbeing.
Remote working can be a very positive experience,
but it can also increase the risk of burnout or even
enable bad practices such as being distracted or
procrastinating. Self-awareness and self-reflection are
key factors to ensuring a healthy you.

Cybersecurity
Remote working has highlighted the potential hazards
of putting sensitive information at risk. Opening up
your workspace to the digital world and using public
networks allows potential threats to monitor your
online activity. Consider changing your passwords at
least every 2−3 months and using a virtual private
network (VPN) to protect online anonymity.

If you are extroverted and need the energy around
others to feel motivated, you could seek out a hybrid
model of remote working and find a shared space with

Educate yourself on the latest phishing, malware or
digital security threat trends so that you have a full
understanding of what you are dealing with.

Let’s chat through some key action steps that you can
implement to ensure a successful and healthy remote
working environment for yourself and your team/
colleagues/partners in business.
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Boundaries, structure and white space
Bad habits creep in quickly if you don’t have
a healthy and intentional balance of work and
time. Know your boundaries and make sure your
colleagues, clients or partners, stakeholders, etc,
know when you are available. For example, you
could put an out-of-office autoreply on during
lunchtime or over weekends.
Building a work structure while working remotely
is another healthy way to set boundaries. If you
are prone to distraction while working at home,
try short bursts of work or selected set hours for
deep work in terms of deadline priority. On the
other hand, becoming overworked because you
are at home has also become an issue. Allow
yourself intentional white pockets of space to
clear your head, or set yourself clear working
hours for your day − and be strict with yourself
when it comes to taking leave during the year.
Embracing a new culture
This is our new normal and challenges aside, the
nature of remote working is an opportunity to
rethink how we used to do things and recreate
our workspaces with improved behaviours,
systems and digital advances. It also creates a
space for trust to be earned and formed between
teams and management, as well as space for
SMME owners to be on the go and travel while
keeping up with work and meetings without
being desk-bound.
As we embrace this new culture, may we
always keep in mind that healthy and happy
team members and happy and healthy business
owners are proved to be more productive. Let’s
activate the healthiest workspace around us,
identify any challenges and thrive in our working
environment.

SAICA ED WOULD LOVE YOUR
REVIEW AND COLLABORATION
•

Tell us about your TOP TECH TOOL that
can benefit small business.

•

Tell us about your small business that can
help our readers as part of the SMALL
BUSINESS SPOTLIGHT.

Any other feedback?
Email us at enquiries@saicaed.co.za

THIS MONTH’S TOP TECH TOOL
Quick mobile website creation right at your
fingertips! Let’s chat about

If you are an SMME owner who uses Instagram as
a tool for business or if you run your own business
Instagram page, this is for you!
Essentially an entry-level website builder, Milkshake
is a new mobile app that allows end-users to launch
or grow business ideas, passion projects and more
from your phone and will be linked to your Instagram
business or personal profile in the ‘link in bio’ section.
More information on milkshake.app (available in SA on
Apple and Android phones).

SMALL BUSINESS SPOTLIGHT
In this month’s spotlight we are showcasing:

Pilanehurst Corporate is a versatile company that offers
a variety of bespoke solutions, from financial and legal
support to security, real estate and more. Its main
mandate is to satisfy its clients and go the extra mile
for all of them.
They have the following companies under their
umbrella:
• Pilanehurst Financial Services − financial services
• Pilanehurst Asset Managers − private equity and
property fund
• Pilanehurst Foundation − non-profit company
• Pilanehurst Properties − real estate company
• Pilanehurst Protection − security company
• Pilanehurst Legal − legal company
‘Pilanehurst prides itself on business models that can
assist young entrepreneurs grow. We are able to groom
young entrepreneurs by granting them work under us
by utilising our platform with the different divisions that
we have in our group,’ says CEO King Pilane.

AUTHOR

Have a look at their website or contact Pilanehurst
Corporate for more details:

Kelly Sin Hidge, SAICA Enterprise Development and
The Hope Factory

www.pilanehurst.com
(011) 568 6846 | office@pilanehurst.com
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Ignatius Sehoole

An ethical leader on the road

LESS TRAVELLED …
In an era in which
our country’s
leaders are often
exposed for their
lack of integrity, it is
refreshing to spend
some time in the
company of a man
who values integrity
both in business
and in his private
life. Mandie Wentzel
spoke to Ignatius
Sehoole, CEO of
KPMG South Africa

As the captain at
the helm of KPMG
South Africa,
he is currently
steering the firm
on its ‘journey
towards being the
most trusted and
trustworthy firm in
the profession’
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Shortly after Valentine’s Day this year, KPMG South Africa
voluntarily elected to cease performing non-audit-related services
to its JSE-listed audit clients. This was a bold and brave move in a
business environment in which non-audit related services represent
a lot of revenue for audit firms. I was interested to meet the man
who was instrumental in KPMG South Africa’s decision.
Ignatius Sehoole, CEO of KPMG South Africa, has a history of
serving the profession. You might recall that he was the Executive
President of SAICA for nine years, until 2009. During his tenure at
SAICA, he was instrumental in SAICA’s journey of fast-tracking the
transformation of the South African accounting profession through
the initiation of the Thuthuka programme.
As the captain at the helm of KPMG South Africa, he is currently
steering the firm on its ‘journey towards being the most trusted
and trustworthy firm in the profession’. Ignatius embodies ethical
leadership through his belief that a leader ought to demonstrate
conduct for common good in all situations – whether you find
yourself in a business environment or so-called private capacity.
Leaders are forerunners and as such have a responsibility to set
an example of ethical conduct even outside of the formal business
arena.
Ignatius states that by joining KPMG, you are making a lifestyle
choice. KPMG South Africa’s vision states that they want to be the
most trusted and trustworthy firm. A firm is simply a collective of
its colleagues, and therefore each employee needs to buy into this
vision in order to bring it to fruition. This implies that each employee
needs to be the most trusted and trustworthy person, otherwise
the collective cannot be the most trusted and trustworthy firm.
Ignatius is clear that this vision drives the recruitment as well
as disciplinary process, and individuals who have acted without
integrity in their personal relationships have parted ways with the
firm. Like Ignatius says: ‘Your behaviour in your private life is the
best demonstration of your true character – and therefore if you
cheat outside business, we do not wait for you to cheat inside our
business as well.’
KPMG South Africa’s values drive its vision, and all employees in
the firm are empowered to champion the values in every aspect
of their daily roles. Ignatius stressed the importance of rewarding
employees who are living the values and who are in essence driving
the firm’s vision. Employees who are found not to be living the
KPMG values, despite their excellent performance in other technical
areas will find their overall performance assessment to reflect this,
and ultimately this will negatively impact their performance reward.
Similarly, the KPMG South Africa recognition scheme rewards
colleagues for their exceptional demonstration of living our values.
KPMG South Africa’s performance management programme
intentionally supports the firm’s values and drives its vision.
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Ignatius believes that leaders play a pivotal role in creating
an ethical organisational culture where employees feel
compelled to speak up when values are violated but also
feel assured that they will not be victimised in any way.
As important as the structures for whistleblowing is, the
leader’s cultivation of a culture where employees are
encouraged regularly to voice their opinions to leaders is
critical for Ignatius. All levels of employees are empowered
to address senior leaders and responses to all matters
raised are ensured.
Ethics, however, is much broader than the absence of fraud.
Ignatius referred to ‘our people’ throughout our interview,
and it is clear that he appreciates all KPMG colleagues as
the most important asset in his organisation.
Colleagues functioning within an ethical culture tend to be
more productive, loyal to the firm and its vision, and overall
have a more positive outlook on life and business. This
positivity permeates every team and in turn impacts the
organisation as a whole. People who perform better result
in teams performing better, and their resultant organisations
are healthy and perform better.
Ignatius sees the cultivation of good-quality relationships in
their organisation as a pivotal role for an ethical leader. He
wants all the different communities in his organisation to
feel that they are treated with integrity, fairness, openness,
compassion and respect. This relationship is built by
demonstrating that you as the leader and the organisation
as a whole, value the various communities’ beliefs. Ignatius
strives for inclusivity as opposed to mere diversity –
embracing and valuing each other’s differences – so that
every individual feels part of the whole, which contributes
to a healthy ethical organisational culture.
Leaders have a profound impact on the mindset of their
followers, and Ignatius experienced this first-hand in his
career. During his tenure at SAICA, a seed was planted by
the then chairman of the SAICA board, Professor Wiseman
Nkuhlu, in Ignatius’ heart regarding the need to do all things
at all times for the common good. Under the tutelage
of Professor Nkuhlu, Ignatius experienced the value of
this refreshing ethical leadership style. This example has
inspired him to take the road less travelled and his drive
for ‘the common good’ is clear in his decisions as CEO of
the first firm in the profession in South Africa to voluntarily
cease performing non-audit-related services to its JSE-listed
audit clients.
Ignatius takes his role as an ethical leader seriously, and his
love for his people is inspiring. At the end of the interview, I
felt like standing up and saluting this man with ‘Oh Captain,
my Captain’. Ignatius has impacted our profession (in line
with the firm’s values) for future generations ‘For Better’
(the last of KPMG’s five values). We need more inspiring
leaders who empower their people to stand up with
courage, make bold moves, and do not hesitate to make
difficult business decisions for the common good.

AUTHOR
Mandie Wentzel, Project Manager: Practice and Ethics at SAICA
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PROFILE | Sarah Cromhout

TO MAKE A
DIFFERENCE

Called

The COVID-19
pandemic brought Sarah
Cromhout’s international
work experience to an
abrupt halt – but opened
a door that allowed her to
help some of the poorest
families in the rural
Eastern Cape
An empty boardroom with four phones placed on the
floor. That’s what Sarah Cromhout found when she
started her first day of work for the Small Projects
Foundation, an Eastern Cape NGO. Nothing could have
been more different from the past four months she had
spent working for PwC in Minneapolis. ‘Working for an
NGO makes you aware of the vast access to resources
you have in corporate – and how often you take them for
granted,’ she muses.
Sarah’s US stint had been cut short by the COVID-10
pandemic, with her employers deciding it was best for
foreign workers to return to their home countries. It was
a decision that certainly made sense – but one which left
Sarah with some big question marks over her immediate
future.
One thing she knew for sure, though, was that a career
in audit wasn’t for her. She was far more attracted to the
idea of getting involved in community work; probably
because she had been working on outreach projects
since her high school days. Plus, although she’s aware
of the importance of good governance, she’s more
motivated when she can add value to an organisation in
a way that has more tangible outcomes. In fact, that’s
one of the reasons why she studied towards a CA
qualification in the first place: she knew the skills she
acquired would open doors around the world, making it
possible to focus on any sphere she chose.
That’s why when the Small Projects Foundation invited
her to set up a call centre that would negate the need
to pay beneficiaries face to face visits, she leapt at
the opportunity – her lack of experience in this area
notwithstanding. ‘I’ve always enjoyed a good challenge,
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plus I thought I would be able to learn as I went along,’
she explains.
She was also incentivised by the benefits the project
would bring about. Before the pandemic, the Small
Projects Foundation maintained contact with its
beneficiaries – predominantly orphans and vulnerable
children in Buffalo City and Amatola – with face to
face visits. This was no longer a safe option once the
pandemic set in; moreover, once lockdowns were
implemented, it was no longer possible for social
workers to touch base with programme participants at
their homes, schools or clinics.
Aside from that, a call centre would create greater
efficiencies when it came to administering services like
monitoring HIV status, providing homework support,
readying school leavers for the workplace, promoting
square foot gardening, ensuring beneficiaries (especially
HIV patients) were adhering to medical regimes, and
distributing sanitary pads to help keep girl children in
school.
Sarah admits that the first three months working on the
project were ‘intense’. Since this was a new arm being
added to an existing programme, her tasks primarily
involved staffing the call centre: recruiting social workers
who would be able to provide the necessary counselling
and services over the phone. She also worked closely
with a developer to create the technology platform
that would make it possible to migrate all processes
online. This was an important step, because previously
all administrative work was completed manually; for
example, beneficiaries would have to travel for hours to
obtain a form, fill it in and hand it in if they wanted to join
the programme.
Sarah also set up a rapid response team for GBV
victims. ‘There is a terribly high rate of gender-based
violence in the Eastern Cape, and this increased once
lockdown was imposed,; she notes. Working with
highly experienced nurses and, where necessary,
police, members of the team were on call 24 hours
a day, travelling to areas where victims had reported
incidents. Although the work was extremely rewarding,
seeing the amount of violence inflicted on South Africa’s
women and children took its toll on all who worked on
the team, so Sarah partnered with another local NGO to
provide support for all involved. Thus, the project wasn’t
simply about helping beneficiaries, but also protecting
the foundation’s employees as far as possible, Sarah
explains.
All of these activities entailed a very steep learning
curve, and Sarah’s team encountered many
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Sarah also set up a
rapid response team
for GBV victims. ‘There
is a terribly high rate of
gender-based violence
in the Eastern Cape,
and this increased once
lockdown was imposed

challenges along the way. Some of them were entirely
unanticipated: for instance, it wasn’t uncommon for
beneficiaries to change their cell phone numbers simply
because another provider had offered a better tariff. This
made it very difficult for the NGO to maintain contact
with them.
Whenever she encountered such obstacles, Sarah was
buoyed by the passion of her team. ‘It was incredibly
humbling and inspiring to work with these people. They
gave their all to their jobs, and because of that, they
were able to make a big difference.’
They also taught her some vital lessons – chief of which
was that every member on a team has something to add
and should be allowed to have a voice. This was all the
more important given the diverse backgrounds of team
members, which meant that each was able to contribute
unique and interesting insights.

NGOs AND TECH
One of the most surprising aspects of working
for an NGO, says Sarah, was how visible the
impact of technology and innovation becomes
when you’re working with scarce resources.
‘It may sound obvious, but tech can really
affect costs. The introduction of automated
processes in our call centre was a case in
point. Once staff didn’t have to spend money
on transport to distribute forms to be filled in,
there were more funds to spend on resources
that could make a material difference, like
sanitary pads,’ she says.
September 2021

Sarah says that the skills she learnt during her articles
proved a great help as she tried to find ways around
stumbling blocks. ‘I think that one of the greatest
benefits of our training is that when you’re given a brief,
you don’t necessarily know how to solve the problem
all at once. You learn how to prioritise tasks and break
things down into smaller tasks so that you have a
framework for problem-solving,’ she points out.
Nine months after setting up the call centre, Sarah
embarked on her next adventure: joining the Climate
Change and Sustainability Services Division at EY − a
position that thrills her because of the opportunity
it affords for guiding other organisations along their
sustainability journey.
She still checks in with her team at the Small Projects
Foundation, though, and will remember forever the joy
she derived from empowering her team to help others.

AUTHOR
Lisa Witepski

accountancy.co.za

33

PROFILE | Robyn Vilakazi

Turning finance into a

STRATEGIC
business partner
Robyn Vilakazi is a seasoned public sector financial management
professional who has spent her career serving citizens
Robyn Vilakazi first learnt about the chartered accountancy
profession in high school because of her strong maths
and accounting skills. ‘I come from a working-class
background, and I had no prior exposure to careers in
finance. People said you can do this, and you will earn
good money, and I liked the sound of that. Job security
was also mentioned and that was an important factor too.’
She says that studying at the University of Cape
Town (UCT) changed her life. ‘I stayed in res, and I
was immediately taken out of my sheltered home
environment. I started meeting people from all walks
of life, and whom I had never been exposed to while
growing up. My view of the world suddenly expanded. I
built relationships with people from different places and
diverse backgrounds. It was then that I decided I would
move to Johannesburg.’
At Wits University she completed an academic articleship
which offers trainee accountants the opportunity to spend
their first traineeship year in a stimulating academic
environment where they are part of the teaching staff.
After that, she completed the remaining two years of
articles at EY. In 2013, having qualified, she applied for
a role in the firm’s technical division where she wanted
to continue with the more academic aspects of the
profession.
‘During an interview one of the partners told me the job
was mine but that she wanted to meet the public sector
team first because it was clear that I was a problem-solver
who liked to fix things. That was my entry into the public
sphere, and I have not looked back.’
That first role was technical, and she was tasked with
consulting and assisting with a range of matters, in
the areas of financial reporting, financial management
and compliance, supporting clients in the national and
provincial spheres of government.
In this role, there were several instances where Vilakazi
succeeded in enabling several public sector clients to
34
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achieve an audit turnaround. ‘It was satisfying to help
a client improve their audit outcomes and maintain
improved audit outcomes even after we left, because the
changes our team implemented were structural and not
temporary. Good audit outcomes are vital for the sound
and effective functioning of government and to ensure
that public funds are being used for the benefit of our
citizens.’
She progressed through the ranks at EY and became a
manager. In 2017, she left the firm to join the Energy &
Water Sector Education Training Authority (EWSETA).
Her first role was that of financial manager. In 2019 she
returned to EY as a senior manager and then left to re-join
EWSETA, which is where she is now the CFO.

ONGOING LEARNING
Ask her why she left and why she came back, and she says
it’s about different experiences. ‘I only ever left a position
because of the opportunity for learning,’ she says. ‘There
are initial periods of rapid change, adaptation and learning,
but then that plateaus and it’s important to find new ways to
grow. At that stage in my career, I liked continuous exposure
to new things.’
At present, she is accountable for all financial aspects and
management of EWSETA’s business as well as ensuring
compliance. She says that she is drawn to the public sector
precisely because of the opportunity for continuous learning.
‘The energy and water sectors are extremely interesting
and the problems you have to deal with are complex,’ she
says. ‘In the private sector you make decisions based on
what is going to sell; in the public sector there are social,
economic and legacy issues that have to be addressed, and
this ensures that my job is always interesting. There are
no quick fixes or clear solutions, so you are always reading
and researching. Even when you think you have reached
a solution, you may find that it will have an impact on the
next generation of children, for example, so you have to go
back to the drawing board. It’s a position that comes with a
September 2021

During an interview one of the
partners told me the job was
mine but that she wanted to
meet the public sector team
first because it was clear that I
was a problem-solver who liked
to fix things. That was my entry
into the public sphere, and I
have not looked back

level of power, but also with much responsibility, which is a
fascinating mix.’

at the office several days a week to reacclimatise to the
environment and the people.

Resilience is key to thriving in the public sector, she
adds. You have autonomy, but you are also required to be
accountable. Because you are accountable to so many
different stakeholders – and they hold you to account – you
have to be able to roll with the punches, wake up the next
day and try again.

She’s currently working towards her MBA at the Gordon
Institute of Business Science and will complete it at the
end of the year. She is enjoying the research as well as the
work she is doing on strategy development.

‘Innovative and creative thinking are essential, even though
this might be difficult for people to believe,’ Vilakazi says.
‘There are many limitations in the sector. For example, if
you have a morale issue in a private company, you can take
R100 000 and go on a teambuilding exercise or have a great
year-end function. The idea of investing in and rewarding your
people needs to be very carefully weighed up against the
wise use of taxpayers’ money in our sector, which means
that creative problem solving is vital. You really have to apply
yourself and I think that is why it’s not for everyone, but for
people who like that challenge it is exciting and ultimately
rewarding.’
Under lockdown, she says, she learnt to appreciate things
as never before. ‘I did not know how much it meant to me
to get out of town every now and then for a weekend in
nature, or to spend time with friends or family. I am quite an
introvert by nature, and I enjoy my own home and my own
company, but lack of freedom was a challenge for me.’
Like many people, it was also a struggle for her to find the
balance between work and home life. Managing working
hours was difficult. ‘As a result, my mental health took a
knock. Although at first, I really leaned into the work-fromhome move, thinking I would save so much time, but it
eventually became damaging to be so extremely productive.
The pace and intensity were overwhelming.’
Vilakazi is thankful that her relationships with colleagues
were already well established, and she was able to deal
with onboarding new employees. Interacting virtually was
convenient and helpful, and she even made new friends
with people she had not met in real life. She’s now back
September 2021

‘In the public sector, when you take an executive role, to
be effective and impactful you have to commit to it for
a reasonable period. I’ve agreed to at least five years.
Anything I set out to do will take time and I am prepared to
see it through.’
Financial executives are too often excluded from strategic
decision-making and are not perceived by other executives
as strategic partners. Vilakazi is determined to evolve her
role from one that is still largely operational. ‘My aim is to
turn finance into a strategic partner of the organisation,
one that supports and challenges the “business” and
ensures that the strategic path chosen will create the
desired value we are seeking to deliver.’
Although she has not been in her current position for long,
she has already succeeded in being a cultural change
agent. Driving cultural transformation has led to a higher
degree of connectivity between the finance function
and the rest of the organisation, with greater mutual
understanding and respect. ‘The public sector is known for
being a place where people get a job for life; they become
comfortable with the way things are and mediocrity settles
in,’ she says. ‘I have been working to change that mindset
and it has had a positive impact. People in my team have
been grateful for my help in solving micro problems in
ways they may not have been aware of previously. It’s
rewarding to see how employees react to a different
perspective on ways of doing things.’

AUTHOR
Monique Verduyn
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PROFILE | Inacio Dos Santos

MICROLEARNING SESSION

BREAKING

the millennial

INTRAPRENEURIAL MOULD
Spending the last 18 years at Kantar (not a job-hopper),
starting in a junior role, taking the time to grow in his career
(no sense of entitlement), specifically keeping and selecting
Gen X and Baby Boomer members on his teams (values
experienced colleagues), Inacio is either an anomalous
millennial or these three millennial stereotypes are myths.
In my conversation with Inacio, I learned the following
about his approach to these stereotypes:

… STICKING WITH AN MNC FOR 18 YEARS
(NOT A JOB-HOPPER)

Compulsive job-hopper, sense
of entitlement, little time
for experienced colleagues
– sound familiar? These are
the three main stereotypes
used for millennials in the
workplace. A CA(SA) millennial
intrapreneur who proves this
wrong is Inacio Dos Santos,
born in 1982 and currently
CFO for the Middle East
and Africa (MEA) region of
Kantar, a multinational (MNC)
evidence-based insights and
consulting company with its
headquarters in London
36
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Inacio’s conscious decision to stick with Kantar was
because he has been extremely fortunate to have support
and gain a lot of experience over his lifetime: ‘My biggest
support has been from my family and particularly my
wife, Alicia. Throughout my career she has always been
my biggest champion. As most of us know, when we are
studying for our SAICA exams, not only do the stress levels
go up but maybe also the waistline with all the nervous
snacking! Fortunately, I passed the first time, and Alicia
stuck with me through thick and thin, not only during the
student years, but as my career progressed, which often
involved a lot of travel away from home to our offices in
Africa, the Middle East and Asia.’
Inacio also remembers the managers who had faith in
him, who created a growth environment and gave him
opportunities to gain experience. ‘Being an understanding
manager who facilitates a nurturing work environment
is imperative for job tenure − this is all about personal
relationships, it does not matter what size company you are
in, and I was lucky enough to have two great managers.
There is only so much the business can facilitate: the
rest is up to your day-to-day dealings with your team and
managers.’
Growing in a business has many benefits including
developing deep insight. ‘By working for such a long time
within the same business and territory, you gain deep
knowledge about the operations, the offer, pressure points,
procurement challenges and where you can add value. As
a CFO, by default you will never have enough budget for
everything, so having this critical operational knowledge
and experience you can prioritise what to align with the
business strategy to maximise ROI.’
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INACIO DOS SANTOS WITH SOME OF HIS TEAM

… TAKING THE TIME TO GROW IN YOUR
CAREER (NO SENSE OF ENTITLEMENT)
Inacio makes it clear that while financial success is
important and you must be paid a market-related salary,
you should also consider the other benefits that you can
gain from any position. It does not matter which title you
start with. ‘I started as a junior management accountant,
and for me, it was about self-development. I was fortunate
to travel internationally and learn about different cultures
and ways of working within an MNC and was able to be
flexible in balancing my work and home life. All these
factors are important, as good companies and managers
should help facilitate this for valued employees. It is
therefore important that when you start with your CA(SA)
career in your twenties you should make sure that you
have your own development plan that goes beyond titles
and material benefits – your plan should rather focus on
roles, activities and on-the-job-training that will facilitate
your learning journey.’

… BEING COMFORTABLE WITH GEN
X AND BABY BOOMERS (VALUES
EXPERIENCED COLLEAGUES)
Inacio’s parents and extended family immigrated from
Madeira to South Africa in the 1970s. Inacio grew up as
a first-generation South African in Westonaria, a small
mining town west of Johannesburg. Working in the family’s
businesses gave him exposure to various people and
cultures. He elaborates: ‘From a young age I worked in
our family supermarkets, bottle stores, taverns and fresh
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produce stores. My sisters and cousins often teased, and
still tease me, as I spent a lot of time with my uncles and
aunts at their businesses and family functions, soaking
up their stories and experiences. I still believe that these
experiences served me well, even in the corporate world
where I have often had to use these interpersonal skills in
my role across the Middle East and Africa.’
Sport has also contributed to Inacio’s maturity and
leadership skills; so much so that his high school cricket
coach made him captain of the first cricket team at a young
age. He still speaks highly of Inacio today, stating that as a
14-year-old Inacio already had the maturity of an 18-year-old.
Says Inacio: ‘I enjoy leading by example, and sport sets
a great foundation to build leadership skills to use in the
corporate world.’

BEING AN INTRAPRENEUR
Coming from an entrepreneurial family and being an
entrepreneur at heart, Inacio has always used these skills
as an intrapreneur in a large corporation. In his current
role, he takes direct responsibility for turning an idea
into a profitable finished product through assertive risktaking and innovation. ‘One important attribute which I
also developed over time within an MNC was to have the
courage of my convictions and not lose my entrepreneurial
spirit. Irrespective of our lower share of the business within
the global context, I believe we have come up with some
innovative solutions for our business in the Middle East and
Africa. Our global HQ have taken some of these ideas on
and used them in other markets.’
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Inacio Dos Santos

It is probably resilience that got
me through it all! I sometimes
compare tough situations to
opening batting in cricket − the
new ball is always difficult, but
once you get through the first
hour or so, you can cash in. So
I often use this analogy, knuckle
down and push through
PHOTO INACIO DOS SANTOS WITH CEO OF KANTAR

HARNESSING AND EXPRESSING INTRAPRENEURSHIP IN AN MNC
Here are Inacio’s five suggestions:

1

Often act as a facilitator
and project manager for a
lot of initiatives

2

Build and nurture all
relationships

3

Stick with your gut
when it comes to ethical
dilemmas in an MNC

4
5

Stay healthy mentally,
spiritually, and physically

Flexibility is important in a
service-based company

‘While you are boxed as the FM/FD/CFO, you are involved in all commercial and
operational developments across the business. A good CFO will allocate sufficient
budget for key initiatives and always have some buffer available for the CEO. This
comes with vision and intrapreneurship intuition. Often different challenges come
up that require ad hoc investment which will keep the ship steady or lead to more
growth in future.’
‘If you cannot talk to people and understand their needs, you will always struggle
to get buy-in. Choose your moments when to lead actively versus leading passively
depending on the issue at hand.
‘I try to keep it simple by looking inwards and asking myself if what I am doing, or
what is happening, is something that I would like done to me. This is specifically
important when dealing with people and management of people.’
‘Different cultural backgrounds sway the ethical needle differently. Chartered
accountants are the guardians of financial information for all stakeholders and
therefore when we are faced with an ethical dilemma, we need to follow the
conceptual framework approach (S120) of the SAICA CPC where we need to identify,
evaluate, and address the threats to compliance with the fundamental principles.
‘I have been fortunate that I have not faced many ethical dilemmas in my company,
and when I was faced with them, the company was supportive of my views.’
‘I try to exercise weekly, and this certainly helps to clear the mind. And I enjoy time
with my family − they help to take my mind off work-related stresses.
‘My former CEO gave me some great advice: “Try not to take things too seriously −
and laugh when you can.”’
‘Your offer and operations need to be nimble, and you must be careful how much
you invest in certain solutions for clients. Make sure you are up to date with other
innovative offers out in the market, especially digital and AI-based offers that could be
a substitute for your offer.
‘In emerging markets, where ambiguity makes decision-making difficult, we often
take a risk-based approach versus commercial realities.’

Whether Inacio Dos Santos is an anomalous millennial
or the three millennial stereotypes are myths, his 18-year
intrapreneurial journey and sticking with one company show
us that this can be remarkably satisfying.
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Gideon Botha, CA(SA)
Difference Maker

FUTURE-FOCUSED
IDEAS THAT DRIVE
SOLUTIONS FOR
PUBLIC GOOD
#DifferenceMakers
In the interest of creating a sustainable future with resilient economies and thriving
societies, we need purpose-led leaders to make pioneering decisions. Gideon Botha,
CA(SA), has used his skills as a springboard to find futuristic solutions to our presentday challenges. Working off the premise that everyone deserves access to quality
healthcare, he has trailblazed a first of its kind tariffs framework for the implementation
of the National Health Insurance. He’s an example of how CAs(SA) contribute their
financial expertise to drive public good.
Gideon Botha is a Difference Maker.
CHARTERED ACCOUNTANTS ARE DIFFERENCE MAKERS.
#DifferenceMaker
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Specialist EXPERTISE
for your affluent clients

Wealth means different things to different people and
how your clients use their wealth to define their world is
unique to them. Furthermore, some clients have more
complex needs than others. That’s why Old Mutual
Wealth provides a number of specialist capabilities aimed
at helping high net worth clients to grow, leverage,
protect and, ultimately, transfer their wealth from one
generation to the next.

Manager who will work closely with them to understand
their needs and goals.
Who will benefit?
PCS is designed for discerning clients who want direct
exposure to underlying securities, including individual
investors, trusts, charities and smaller institutions. This
capability is aimed at clients who:
•

Have a predisposition to investing directly in shares
and a keen interest in investment markets

Our objective is to build reliable strategic partnerships
with like-minded professionals. We’re committed to
building long-term relationships with you and your
clients, established on a foundation of exemplary
personal service and investment expertise.

•

Want a share portfolio customised around their
specific needs and preferences

•

Want greater participation in their investment with
regard to the underlying shares

Credibility, respect and trust are the cornerstones of
our partnerships as we understand that in dealing with
your clients, our actions reflect upon you. We take full
accountability for the advice and service we provide to
your clients.

•

Have an existing share portfolio or have inherited a
share portfolio

•

Have an existing retirement investment that would
benefit from a direct share portfolio

•

Want to receive dividends as a source of income

•

 re part of a company share scheme and wish to
A
diversify

A POWERFUL PARTNERSHIP

By partnering with us, you can rest assured that we
always operate professionally and with the utmost
integrity. While we provide a highly personalised service,
we have the backing and scale of a major organisation
with a reputation for being one of Africa’s most reliable
financial services brands.

SPECIALIST CAPABILITIES THAT DELIVER
ON YOUR CLIENTS’ GOALS
Our capabilities are geared to creating a unique
experience for your clients, putting their needs first and
delivering an uncompromised service that upholds the
values and dedication that we hold dear.

BESPOKE INVESTMENT MANAGEMENT
BY PRIVATE CLIENT SECURITIES (PCS)

PCS specialises in investment management for high
net worth individuals, trusts and companies. Our Private
Client Portfolio Managers craft and manage tailored
investment portfolios, investing directly into high quality
companies, both locally and offshore and set a defining
standard in individual attention and personal service.
Clients have direct access to a dedicated Portfolio
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GROWTH & PRESERVATION WITH
TREASURY AND ADVISORY SERVICE
(TAS)

TAS offers efficient cash and liquidity management
solutions to help clients meet their investment
objectives. To this end, we find the most appropriate
cash or structured instruments and negotiate the highest
possible rates with various financial institutions on your
clients’ behalf. We then constantly monitor and manage
these instruments to ensure that they continue to meet
your clients’ needs. Our niche range of products and
services vary from simple call accounts to bespoke
structured products that provide capital guarantees and
tax efficiency incentives.
Who will benefit?
TAS is suitable for high net worth individuals, private and
public corporations as well as retirement and medical
schemes who require:
•

A customised investment portfolio that allows their
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funds to be invested optimally for a seamless flow
between their bank and investment accounts

•

Dependants with special needs who require
assistance with the management of assets.

•

Capital protection

•

•

Access to funds

Grandparents who wish to protect inheritances for
future generations.

•

Diversification of risk

•

High net worth clients with surplus assets which
they intend donating to charitable organisations.

•

High net worth clients who wish to manage
complex personal financial circumstances as simply
as possible.

CREATE A LEGACY WITH FIDUCIARY
SERVICES

Our Fiduciary Specialists have the knowledge, skills and
insight to find the best solutions for every client – with a
gift for simplifying seemingly complex issues associated
with structuring clients’ wealth relating to estate
planning, wills, trusts and tax.
Who will benefit?
• Any client with an estate above R10 million who
wants to ensure continuity of assets and concerned
about estate planning implications
•

Entrepreneurs

•

Parents who wish to provide protection and
management of assets for minor children in the
event of unforeseen circumstances.

At Old Mutual Wealth we partner with you to help your
clients take their wealth further. Literally, in the sense
of growing their wealth, but also in a way which allows
them to explore their passions, exceed their objectives
and build a legacy in every sense of the word.
Helping them to define their world. Helping them do
more, grow more, be more.

CONTACT US:
www.oldmutual.co.za/wealth
+27 21 524 4678
pcs@omwealth.co.za

WEALTH IS ABOUT MUCH MORE
THAN MONEY
It’s about how you see yourself, the impact you want to make, the legacy
you want to leave, your priorities for today and tomorrow. Together with
your ﬁnancial planner, our team of experienced specialists go to great
lengths to understand what really drives you. Then we offer you a range of
specialist wealth management solutions to help you grow, protect,
leverage and ultimately, transfer your wealth for generations to come.

TAKE YOUR WEALTH FURTHER
ADVICE | RETIREMENT | PORTFOLIO MANAGEMENT | FIDUCIARY
Speak to your ﬁnancial planner or visit oldmutual.co.za/wealth.

WEALTH
DO GREAT THINGS EVERY DAY
Old Mutual Wealth is an elite service offering brought to you by several licensed FSPs in the Old Mutual Group.
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RELISHING

the challenges

OF THE COALFACE

As a small boy, you’d
invariably find Deon Smith
playing with trucks and
excavators in the sandpit.
By the age of 16 he’d
developed a fascination
with the mining industry,
and the impact it had on
every stakeholder. Nearly
three decades later, it’s
no surprise to find him
firmly ensconced as CFO
of Thungela Resources,
the newly demerged
thermal coal operations of
Anglo American
‘Mining has played a material role in South Africa’s
economic and social development and will continue
to do so for many decades to come,’ says Smith. ‘It
has an incredibly positive impact on everyone involved
in the process, from the miners themselves, to the
communities around the mines, to the entire region
and country.’
Smith is no newcomer to the industry. He was named
CFO of Anglo American’s Coal South Africa division
in July 2017, after a career journey through Anglo
American that started in 2007 and included stints
heading up various finance departments within the
company, including Risk and Assurance, Accounting
Services, Capital Management, and Corporate Finance.
What this means is that he’s under no illusion as to the
magnitude of his task as Thungela looks to transition
away from the safety of the Anglo American stable into
a standalone business, with functional disciplines like
Investor Relations and Treasury having to be established
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from scratch as the company prepares for life as a
standalone listed entity across the JSE and LSE.
He’s also focused on helping the market understand the
business to support both existing and new shareholders
reflect on their investment prospects at a time when coal
is increasingly being seen as a ‘dirty fuel’.
‘We’re not blind to the existing perceptions around coal
mining. But there’s a level of realism and appreciation
for the importance of our operations, both in the
communities in which we operate and more broadly
around our ongoing role in ensuring South Africa’s energy
sustainability for the foreseeable future,’ says Smith.
‘While we’re awake to the ongoing debates around
the pace and importance of transitioning to renewable
energy sources, we’re focused on supporting our
mines and operations to deliver on our promises to the
Thungela board and all our stakeholders. If we don’t
produce safe and competitive coal, we have no reason to
exist.’
One of the major challenges facing the new business in
the short to medium term is to keep Thungela’s people
engaged, motivated and maintain ‘business as usual’
to keep production at the levels needed to deliver on
the sales plan agreed with former parent company
Anglo American. Keeping the workforce healthy through
ongoing waves of the COVID-19 pandemic is another
challenge, with mines coming under particular pressure
to ensure the safety of their people and the surrounding
communities.
The opportunities are for the newly independent
business are significant, though. ‘As our CEO, July
Ndlovu, said at the launch of the company, we’re in
a good place. We have an experienced and diverse
management team and board and will continue to
contribute significantly to our host communities as we
drive financial and material value for every stakeholder,’
says Smith.
This includes a commitment to establishing an employee
partnership plan and a community partnership plan,
which will see each group holding a 5% interest in the
Thungela thermal coal operations in South Africa, thereby
enabling them to share directly in the financial value that
the company generates.
What makes Smith particularly well placed to succeed
is that he’s never been a narrowly focused CFO but has
always looked to play a role as a commercial business
partner to the CEO, Exco and the board.
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Join us for the Premier
Internal Auditing Event of the Year
THE 24TH ANNUAL SOUTHERN
AFRICAN INTERNAL AUDIT
ONLINE CONFERENCE
Themed:

Next Generation of Internal Audit
2-4 November 2021 | Online

Mining has played a
material role in South
Africa’s economic and
social development and
will continue to do so for
many decades to come

‘Over the past three years alone, we’ve added
responsibility for Strategy, Business Development
and Mineral and Property Rights to the CFO portfolio.
This journey continues as we seek to generate
end to end integration of various commercial
levers and processes to help achieve the CEO and
board’s aspirations for the business. Perhaps the
most pronounced change I’ve felt in my role is the
increased need for external market engagement with
a range of shareholders,’ says Smith.
His personal management style? ‘I’d like to believe
that I’m an enabling leader and that I only get
involved in the detail where we have a significant risk
or opportunity to run aground.’ Judging by his track
record to date, it’s an approach that has served him
– and his company – well. He might work in coal, but
Deon Smith’s future remains sparklingly bright.

The Institute of Internal Auditors South Africa (IIA SA)
will be hosting the 24th Annual Conference from
2-4 November 2021, themed: ‘Next generation
of internal audit’. Due to the impact of the global
pandemic, the Conference will once again run as a
Virtual Conference.
The Conference is the premier internal auditing
event of the year, and features plenary sessions
as well as parallel tracks with several prominent
speakers and experts in the ﬁelds of internal auditing,
governance, risk management and business.

Register before 30 September 2021
and qualify for Early Bird Registration.
To register please visit our website

www.iiasa.org.za

For registration enquiries please email
Lerato Poopedi on events@iiasa.org.za

AUTHOR
ByDesign Communications
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Thokozani Mazibuko

‘Thuthuka was the

BEST PHONE CALL

I EVER RECEIVED!’
CA(SA) trainee Thokozani Mazibuko speaks about how Thuthuka
changed his life
The individuals whose lives are touched by a comprehensive
educational and support programme like SAICA’s Thuthuka
bursary come from all over South Africa and have different
backgrounds. Many of them, like Thokozani Nowgli
Mazibuko (24), say that they were ‘always good with
numbers’, but not all of them knew at an early age that
they wanted to become chartered accountants (CAs(SA))
or follow a career that requires the CA(SA) qualification. His
story is an example of how someone can find a different
direction than an original dream – something that suits them
perfectly – when an organisation like Thuthuka believes in
them enough to help change their lives.
As a youngster, Thokozani ‘always wanted to be a teacher.
I wanted to help my classmates at school mostly with
mathematics and I quite enjoyed it. So, I felt that teaching
was the right path for me to take.’
One look at his matric results and it is easy to see that he
definitely knew his stuff. He matriculated from Ingula High
School (Ladysmith, KZN) with impressive results: 86% for
Mathematics and 90% for Accounting. ‘I didn’t pay much
attention to my theory subjects, but got 80% in business
studies and 68% in Economics.’ It was those good marks
that ultimately launched him into a new dream that took him
away from teaching.
While he dreamt of going to university, finding the money
to further his study was another matter. As a member of
a large family and a twin – he says his brother ‘was even
brighter than I was at school!’ − Thokozani knew he could
rely on his supportive family, but university fees were
always going to be a concern. Despite this, ‘We always did
the only thing we could do, namely focus on our studies.’
He continues: ‘I didn’t know much about the accountancy
profession until we had visitors to our school from SAICA’s
Thuthuka programme. Lethu Mkhize and the rest of the
team gave us insight into what the profession is all about,
and how the programme works.’ That is when his dream
changed from becoming a teacher to studying towards
becoming a chartered accountant. ‘I fell in love with the
profession during that visit – but to make sure, I also started
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doing my own research to make sure that I was making the
right decision.’
Thokozani also discovered the advantages of Thuthuka’s
comprehensive approach to supporting the students in their
programme. He applied and was delighted to be accepted:
‘With Thuthuka I knew I never had to worry about anything
other than progressing from one year to another in my
studies. I knew that I never needed to ask for something
from my family for that purpose. Tuition, accommodation,
books and stationery were covered. Even monthly
allowances were sorted out by Thuthuka. I’d say that the call
I received from Thuthuka after receiving my matric results is
probably the best call I ever received!’
Thokozani comments on some of the challenges he
experienced during his years at university apart from the
hard work of studying to become a CA(SA): ‘Honestly, there
were no difficulties that were not quickly resolved. Just like
any other programme, Thuthuka has shortfalls, but they try
to resolve practical problems quickly and also emphasised
the importance of us as students remaining a family. For
instance, when there were delays with the delivery of books
and stationery, Thuthuka sorted it out and also ensured
that senior students lent their books to the students in the
grades they had already passed.’
He praises the individual efforts of Thuthuka staff: ‘There’s
the likes of SAICA’s Lethu Mkhize, who ensured that
my understanding of the accountancy profession was
consistently being developed. The university programme
manager also scheduled regular meetings to monitor
our progress with our studies and discuss the difficulties
we faced. They invited special guests from different
organisations to share their insights with us about the
profession and how to survive the university phase of our
careers. This was very important for me.’

ASSISTANCE FOR AN ENTIRE
CAREER PATH
Thokozani says that his participation in the Thuthuka
programme changed more than just his career plans − it
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changed his life. He explains: ‘It gave me more direction and
access to life-changing resources. It is not every programme
that gives you access to resources but then also provides
you with the guidance that ensures you don’t lose sight of
the bigger picture. In fact, they provide you with a family
that can reliably assist you not just with academic problems,
but with your entire career path.’
He explains that this sentiment goes beyond his own
experience: many of his friends from the programme
mention how grateful they are for the opportunities they
were given by Thuthuka. He adds that the effect on his own
family was huge: ‘For my family, I cannot even begin to say
what a blessing Thuthuka was to us!’
From those humble beginnings, today Thokozani can be
found working at Deloitte’s Johannesburg office, where
he is currently in his first year of training. He says he looks
forward to February 2024, when he should be done with
training and can continue following his dreams as a qualified
CA(SA) – something he is particularly excited about because
the accounting profession ‘allows you to work almost in
every industry, business, hospital or government institution
or any other sector you can think of. A chartered accountant
has the responsibility to maintain accounting records, and
this is where our opportunities come in. Even if a new
industry was to be developed, the legal requirement for
maintaining accounting records will be there. Hence, we
will always have opportunities as long as we are in this
profession.’
When talking about young people who are still in the
process of deciding the directions for their careers,
Thokozani has some specific advice: ‘I believe it is important
to consider your strengths and weaknesses. In addition,
you have to do detailed research into the different career
opportunities that are out there and that may interest you. If
possible, find someone who is already following the career
you are considering. Such a person is likely either to make
you love what you are considering as a path, or make you
realise that it is not for you.’
Because choosing the right career is so important, he wants
to contribute towards helping other young people in his
community choose what is right for them: ‘It is important
to increase awareness of the many careers available to
them. I have begun to realise that most of the youth in my
area are not aware of such opportunities. As a result, they
tend to follow the few career paths that are common and
already crowded. So, I believe the responsibility lies with us
who have been exposed to more things also to ensure the
knowledge passes to the rest of the youth.’

With Thuthuka I knew I never
had to worry about anything
other than progressing from
one year to another in my
studies. I knew that I never
needed to ask for something
from my family for that purpose.
Tuition, accommodation, books
and stationery were covered.
Even monthly allowances were
sorted out by Thuthuka

Although the road to becoming a chartered accountant can
be daunting, Thokozani has a positive view: ‘I’d say if you
want to do it, then go for it! I believe the terms of admission
at the universities already take into consideration whether
you can handle the pressure or not. If you know it is what
you want, then you just need to believe in yourself. It won’t
be easy, but it is definitely doable.’
AUTHOR
Lia Labuschagne
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Small and Medium Practices

The Trusted

ADVISORS

Accounting practices are playing a key role in helping their clients to
envision a better tomorrow
COVID-19 has disrupted plans, changed priorities, and made us acutely aware that we cannot
predict the future. Accounting practices, and in particular small and medium practices
(SMPs), have an important role to play in providing essential business support and services
to small and medium-sized enterprises (SMEs) and larger organisations too. CAs(SA) are the
most popular source of external advice and assistance for many companies.

We spoke to several SMPs
to find out more
Leadership with a strong sense of passion

NOMATHAMSANQA ASHOM,
NGUBANE

Ngubane was started in 1995 by Wilfred Ngubane, with
Desmond Msomi joining the team in the same year.
They were inspired by the need to provide opportunities
for those from previously disadvantage communities
to study while pursuing a career as a CA(SA). Today,
the black-owned multi-disciplinary professional firm has
a national footprint and a leadership team comprising
mainly young, qualified South African women.
Nomathamsanqa Ashom, managing director of
Ngubane, says the Sandton-headquartered company
has 261 employees, including 17 directors. ‘Although
things have changed and the firm has moved to hiring
trainees with a CTA, the leadership team has made
a conscious decision to reserve a certain percentage
for graduates who cannot afford to study full-time.
The aim is to ensure that nobody gets left behind.
Outside of trainee level, we hire people who are driven,
entrepreneurial, client-focused and challenge the norm.’
The firm’s clients are mainly in the public sector,
with only a few in the private sector. ‘Our strategic
relationships with other firms have given our teams the
opportunity to also service JSE-listed entities, mainly
in the mining sector. In 2018, Ngubane & Co obtained
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JSE-accreditation which has allowed us to expand our
market reach.’

September 2021

Herself an entrepreneur who also runs a communication
company with her husband, Ashom believes that great
entrepreneurs can provide solutions to today’s problems
while anticipating the next problem. ‘Entrepreneurship
is leadership with a strong sense of passion, empathy,
purpose, and inspiration,’ she says. ‘As a firm with an
entrepreneurial ethos, we have had to overcome the
challenges of adapting rapidly to the new normal while
ensuring that employees are healthy, client service
quality is maintained, and cash flow challenges are
overcome. We have also had to bear the brunt of
employment losses.’
Although the firm has offices in five provinces, most of
its teams have been working from home since the first
COVID-19 lockdown. ‘Since joining Ngubane in 2018, my
cry has been the full implementation of flexible working
hours and the lockdown made it possible,’ Ashom says.
‘Personally, I have enjoyed being around my family and
finding new ways to bond. I believe a lot of people’s

minds have shifted from the traditional “clocking in”
work approach to an output-based model.
‘Often, we spend time worrying about the unknown
and forget that the only thing constant in life is change.
What the pandemic has taught me is to always dignify
the present with my attention.’
It was Steve Jobs who famously quipped: ‘It doesn’t
make sense to hire smart people and tell them what to
do; we hire smart people so they can tell us what to do.’
It’s an approach that Ashom has embraced. ‘Employees
are there to work with you to grow the business, so
let them do what they are hired to do. Processes and
systems allow for efficient business operations – invest
in them. A functional cash flow management system
will enable the business to thrive during difficult times.
Lastly, the growth and wellness of all stakeholders,
including employees, clients, suppliers and the broader
community is vital. Without them, there is no business.’

Creativity and innovation are key

COENIE MIDDEL, MIDDEL &
PARTNERS
Coenie Middel found that while his CA(SA) training
provided him with analytical and number-crunching skills,
there was something missing. Apart from wanting to be
an entrepreneur, he was also interested in the arts. ‘For
me, creativity is key,’ he says. ‘I believe that my creative
side is what provides the inspiration for the innovative
business solutions that give me the edge in the world of
business.’
He started Centurion-based Middel & Partners in
1992 as a sole practitioner, but soon also built several
media, entertainment and technology companies.
Today Middel & Partners has eight branches and eight
partners, and employs 150 staff members, delivering
specialised services across Africa to clients ranging from
entrepreneurs to large multinationals.
‘We have developed a boutique firm that is forward
looking and constantly focused on innovation. We
consider ourselves to be a “co-pilot” for our clients. We
take an active role in their businesses, changing the way
people think, act, plan and most importantly, changing
their business strategy for the future. Our focus is to help
clients grow their businesses with good advice, innovation
and strategy. We have done amazing work on this front in
sectors like healthcare, technology, education, banking,
fintech, mining and agriculture.’
The firm has an international network of more than 200
professionals with whom it partners. It was this that
enabled Middel & Partners to manage one of the largest
COVID-19 innovation projects that covered 10 countries.
Nothing fuels innovation like a crisis, he says. He and
his global network worked together during lockdown
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to address the challenges presented by the pandemic,
ensuring that countries at different stages of the spread
of the disease could learn from each other. ‘The goal was
to reduce the negative effect of the virus now and in the
post-pandemic world, as well as to provide practical and
immediate solutions to contain the spread of the virus and
mitigate the effect on infected people, social systems and
the economy.’
The firm’s employees are a diverse group who are caring
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and have a passion to grow clients’ businesses. ‘We
understand that most applicants are good with numbers,
but we never make them feel like one. Our partners foster
personal relationships with each employee, not only
devoting time and effort towards building their careers but
supporting them in their personal lives too.’
Middel believes that to be an entrepreneur, and to take
risks, you need to destroy the box you are put into. He is a
keen skydiver, bungee jumper, motorcyclist and rafter, and
he says these activities allow him to take risks, explore
new opportunities and trust his gut.
‘As a forward-thinking firm, we are up to date with all
things technological which allowed us to keep running at
full operational capacity during the lockdown,’ Middel says.
‘I’ve found that working from home has increased overall
capacity due to less commuting time. I am able to reach
more people a day by using Miro, Zoom, Microsoft Teams,
and more, than I could before.’
Among the challenges he and his staff have had to
overcome during the pandemic was working days that

turned into working nights. ‘It was important to maintain
staff morale and introduce a work/life balance, which
meant constant personal check-ins. We had to allow
employees to adapt to an office space that was also a
learning centre for their kids, and a living space for their
family. Their loyalty and commitment has ensured our
success during lockdown.’
Middel has some key tips for business owners:
•

Observe and learn what most companies lack. We are
not listening enough to our customers and what their
frictions are. I have learned a great deal from listening.

•

Have a structured process of innovating.

•

Find the right balance between technology and
people.

•

Co-create with your staff members and clients.

•

Differentiate between operational excellence and
innovation excellence.

•

Bring back the business.

Embracing change

MELISSA JACOBS, MJ
CHARTERED ACCOUNTANTS
Melissa Jacobs moved from the Free State to Durban
in 2004. After qualifying as a CA(SA) in 2007, she spent
several years building her experience as a financial
manager, gaining critical understanding and insight into
retail, supply chain management, and various other
aspects of doing business in Africa.
In 2013, she launched her own small practice, MJ
Chartered Accountants. It was a move inspired by her
children, she says, because the corporate world and
a mother with no support structure simply don’t work
well together.
‘The business is unique because we treat our clients’
business as our own and we tailor make each package
as it suits the client’s needs in all aspects,’ she says.
‘Our team of seven focuses on SMEs that take their
business seriously. We take their business seriously, so
it is imperative for us that they do the same.’
Entrepreneurship is an exciting but risky business,
even in the best of times. The pandemic can reasonably
be described as ‘the worst of times’. But entrepreneurs
are a special breed: people for whom challenges
are exhilarating rather than fear-inducing, who see
opportunities where others see roadblocks. Jacobs
believes you always have to be ready to change and
to embrace change, to see it as an opportunity rather
than a challenge. ‘There will always be something that
cross your path that you didn’t plan for. It is how you
respond to that obstacle that defines your future, not
the obstacle.’
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Small business owners do everything in their power
to avoid letting staff go or affect their incomes. An
unfortunate challenge for Jacobs was the delay in
government’s rollout of the Temporary Employee/
Employer Relief Scheme reassuring workers their
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wages would be protected, but she has overcome that
difficulty too.

She advises other small business owners to not take
life too seriously.

‘On the brighter side, we have learnt to be Zoomfriendly,’ she says. ‘I like to meet people in person, but
I have learnt that online meetings are not too bad, and
that it actually saves a lot of travel time.’

‘When times are tough, and we all go through them,
take time out. Recharge, refuel, re-align your mindset.
In my case – I go for a run.’

Collaborating with like-minded people

MAREKA MONTJANE, ATHARII
Mareka Montjane and his team started Atharii with
the goal to pioneer economic and social change on the
African continent through the provision of services that
are otherwise inaccessible to most people.
As a founder, becoming an entrepreneur – specifically
a social entrepreneur – has always been the goal. Their
mission is to solve the challenges experienced by SMEs.
Events such as the lockdown have highlighted the need
for SMEs to support one another and create sustainable
partnerships through collaboration, to adequately respond
to the pandemic. This resonates strongly with the Atharii
team and has inspired them to do things differently and
to use their skills to empower others and contribute to
achieving job creation and inclusionary growth.
Based in Midrand, the firm has grown into a team of four
and hires people who identify with its culture. ‘We know
that people thrive when they are valued, have clarity in
their roles and responsibilities, and feel that they have
been empowered to make a meaningful contribution. We
have crafted our culture to facilitate this process and we
emphasise the importance of diversity, impact, inclusive
leadership, and the willingness to continually learn,
develop and grow.’
Atharii focuses on SMEs in impact sectors and seeks to
help drive some of the UN’s Sustainable Development
Goals, with the focus on reducing poverty and hunger,
healthcare, economic growth, education, equality,
innovation and infrastructure, and building sustainable
communities.
It is a strong belief within Atharii that everyone is born
with characteristics of an entrepreneur, but that it is
only when you collaborate with like-minded people
that you can realise the value of your entrepreneurial
spirit. ‘An entrepreneur is someone who seeks to
solve the problems of others. What makes a problem
solver successful is self-confidence, dedication, and
the resilience to stay the course even when faced with
challenges. A true entrepreneur will always return to the
reason “why” they started their business and recognise
those who have helped them get to where they are
today.’
Atharii recognised the importance of empowering its
team to work remotely from early on. ‘As a young techcentric business we look to service our clients anywhere
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in the country and it is more important to focus on “what
we do and why” and less on “where” we do it.’
The lockdown has given people the ability to take a step
back and evaluate core fundamentals of their businesses,
resulting in an impetus to drive growth in a new and
exciting direction through realignment and rejuvenation.
‘We have witnessed resilience and sheer grit firsthand and are proud of the ingenuity and creativity of
SA’s entrepreneurs and we want to continue to be
instrumental in assisting businesses to pivot and grow
post the pandemic. In these uncertain times, we too
have come under immense pressure and have leaned on
each other, our affiliates and partners to emerge stronger.
We want to mentor and coach our clients to embrace a
more collaborative community and to empower SMEs.
Connecting, networking and staying true to your “why” is
vitally important.'
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BUILD A FIT-FOR-PURPOSE
FINANCE TEAM,
HIRE AN AGA(SA)

As a finance leader, you need the support of a skilled finance team to optimize your finance function and
drive organisational performance with confidence.
To build up your ﬁnance team’s accounting and ﬁnance effectiveness, insist on expertise that you can trust.
Hire an AGA(SA), a technical accounting and business designation that transforms mid-tier accountants into
highly skilled professionals capable of measuring and enhancing organisational value.
AGA(SA) is accredited by SAICA, the premier accounting institute that upholds AGA(SA) to high professional
standards, ethics and life-long learning keeping them on top of ﬁnancial effectiveness.

BC_200827SAI_ AGASA_AD

For more information on the SAICA AGA(SA) designation, visit saica.co.za.
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Ensure
sustainable

CONSUMPTION
AND PRODUCTION
PATTERNS

Without sustainable
production no local, national
or global economy can
ensure long-term viability.
It is a core development
objective for any
responsible manufacturing
concern − but how easy is
it to reach this aim?

AUTHOR
Lia Labuschagne

September 2021

The United Nations' Sustainable Development Goals
(SDGs) clearly explain the main issues embodied in
SDG 12: ‘Worldwide consumption and production − a
driving force of the global economy − rest on the use
of the natural environment and resources in a way that
continues to have destructive impacts on the planet.
Economic and social progress over the last century has
been accompanied by environmental degradation that
is endangering the very systems on which our future
development − indeed, our very survival − depends.’

Among the frightening realities noted by the UN to
support the need for action is the thought that should
the global population reach 9,6 billion by 2050, ‘the
equivalent of almost three planets would be required to
provide the natural resources needed to sustain current
lifestyles’.
What then should be the focus of a changed approach?
The UN statement points out that sustainable
consumption and production can ‘contribute substantially
to poverty alleviation and the transition towards lowcarbon and green economies’. It is about ‘doing more and
better with less. It is also about decoupling economic
growth from environmental degradation, increasing
resource efficiency and promoting sustainable lifestyles.’
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reduced the quantity of harmful chemicals purchased
in this process by 66%. The focus will now shift back
to the pre-treatment process where we will be looking
to replace the use of deionised water with portable
water through a reverse osmosis process. Thus, we
will eliminate the need to use caustic and hydrochloric
acid in the pre-treatment process. All regenerated
water can now be recycled through the factory and
used for things like toilets and floor cleaning. This will
reduce the load on the effluent plant and also reduce
the disposal of waste water.’

Two local companies’ approaches illustrate some of
the ways to reach the SDG 12 goals of addressing the
production challenge. Here are their experiences …

TRELLIDOR’S SDG 12 EXPERIENCE
Damian Judge CA(SA), CFO of Trellidor South Africa, says:
‘During the course of 2020 we embarked on a journey to
accelerate our sustainable development practices. The
first step in the process was to understand that adopting
sustainable practice cannot be left up to one individual in an
organisation. It requires the collective effort of employees,
service providers, suppliers and customers.’

•

Once the issues are understood, it then means taking
action: ‘Within Trellidor, we put together a sustainable
working committee (SWG) from the production, design and
development, human resources, sales and marketing and
finance divisions to develop our road map to sustainable
production patterns.’

Taking the lead on green initiatives − ‘In 2021 we
approved the installation of a 546 MWh per year solar
panel installation. This will reduce our reliance on coalfired energy by 30% and is the first of a two-phase
process which aims to reduce our reliance on coal-fired
energy by 60% in total.’

•

Employee financial education and development −
Trellidor engaged FNB to conduct financial awareness
training for all employees and also place a ‘banker’
on site for a period of time to engage one-on-one
with employees. The objective of this training is to
provide employees with basic personal finance skills
and propose new structures to minimise the cost of
banking.

•

Entrepreneur development programme − A training
programme was developed in partnership with SAICA
Enterprise Development.

He stresses how this inclusive approach continues to
motivate their staff: ‘I believe that everyone is passionate
about making a difference, and when they are given a
voice in the workplace to make that difference, the positive
impact is tangible. My takeaway from this important step
is that if you are trying to get sustainable projects off the
ground in your organisation, you should build a team to
drive the process. It will not only make the load lighter but
will also make the implementation of sustainable practices
much easier.’
The results of their team’s work have been impressive.
Judge provides some of the comprehensive initiatives that
cover all production and support systems:
•
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Improved waste and effluent management – ‘The
production and product development representatives
of the SWG investigated how best to measure these
outputs at each plant. Based on the outcomes of
this investigation, we focused on the inputs to the
process to reduce harmful outputs. We have replaced
environmentally harmful chemicals with more
environmentally friendly alternatives and have reduced
our operating temperatures from 60 °C to 45 °C in the
pre-treatment process of the powder-coating plant.
In the jig-stripping plant, we have been adjusting the
size of our sludge filters to identify the optimum level
to maximise the use of more harmful chemicals. We
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Damian Judge applauds the fact that there is local expertise
available to assist, where necessary, a company’s internal
sustainability teams. He adds another reminder: ‘In working
towards SDG 12 you also need to embrace SDG 17,
which refers specifically to partnerships working towards
achieving goals. Without partnership we cannot succeed.’

ENERGY PARTNERS’ SDG 12 EXPERIENCE
Charl du Plessis, business development executive of
Energy Partners, explains what their company does. Their
three divisions (Refrigeration, Solar and Steam) have
two supporting divisions, namely Energy Intelligence
and Engineering. It also has the ‘expertise coupled with
funding to deliver the world class projects enabling our
clients to become more sustainable and ultimately more
competitive’.
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Du Plessis comments on the current trends for adoption
of sustainable practices: ‘For years the key to successful
and profitable manufacturing lay in overall efficiency (think
back to the drive to implement Japanese best practices
like the Kaizen or “continuous improvement” business
philosophy). Today the pressure on margins continues,
but there is now a situation where efficiency gains locked
up specifically in sustainable practices can mean the
difference between profit or loss. Examples include Pick n
Pay, where the electricity bill per annum is close to R800
million and their net income for 2021 was R967 million.
Their efficiency gains over the period of their engagement
with Energy Partners has been a reduction in energy
intensity of 40%. In other words, without this gain they
would have paid R530 million more for electricity and made
R433 million profit − 55% less than if they did not focus on
sustainability.’

He adds: ‘The benefits of steps such as energy
management to achieve savings and implementing solar
co-generation projects are equally applicable for small and
large companies. What is true is that large companies
(like Clover and ABINBEV) often have dedicated internal
resources and even whole departments focusing on
efficient solutions. This means that smaller companies
might be a little more dependent on outside or external
help in achieving their efficiency and co-generation
potential.’
Du Plessis discusses two of the key principles that
companies have adopted for a successful transition to
sustainable practices:
•

Measure actual energy efficiency (electrical energy
but also other forms of energy) and quantify
their financial cost − This will make it easier to
evaluate business cases for potential projects to
improve efficiency. In an environment where coal
consumption is notable, ‘a major company in South
Africa has achieved a 10 % savings of their total coal
consumption over the 20-year life of their plant by
redesigning and upgrading their boilers. This translates
into significant efficiency gains, costs savings and a
positive environmental impact based on the absolute
savings of over 300 tons of coal per month.’

•

Develop a sustainability strategy − It is important
to understand what drives decision-making within a
company. ‘Is it driven only by profitability, or is there a
drive towards environmental goals as well?’ Du Plessis
believes although different companies have different
goals, one focus is important: agreeing on what is
important for the particular company to achieve in order
to become more sustainable.

He adds that those efforts demanded long-term
commitment and ‘resulted from sustained focus on
the strategy over ten years with the assistance of one
consulting company’.
Indeed, Du Plessis quips, ‘there is no quick, magic
sustainability solution’.
He also points to the pressure exerted by Eskom on the
local manufacturing industry as they raise electricity tariffs
to repay debt and compensate for a growing figure of
unpaid electricity bills (mostly at municipal level). ‘Turning
Eskom around to profitability will mean that that the burden
on companies to focus on energy efficiency will keep on
increasing.’ Electricity prices have increased by over 500 %
since 2007 and are bound to keep on increasing. He says
that poses continued challenges for local industry.
Should sustainable production approaches only be
adopted by large corporates, or are there steps that small
and medium-sized enterprises (SMEs) can start taking?
Du Plessis says that although environmental, social
and governance (ESG) scorecards and carbon footprint
discussions are most notable among large corporates,
listed companies and entities depending on international
investors for funding, the benefits of sustainable
approaches are relevant to all companies. ‘We at Energy
Partners have seen small family-owned franchise PnP
stores benefit as much from more efficient refrigeration
plans as larger companies.’
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Lastly, because energy costs are so important for
sustainable production, Du Plessis comments on the
recent breakthrough development when President Cyril
Ramaphosa announced that local businesses would now be
allowed to generate power of up to 100 MW each without a
licence. It ‘will expand electricity generation by companies
rapidly and be a fantastic enabler towards sustainable
production at an affordable price.’ Nevertheless, he
cautions that ‘business forecasts in this regard should be
very conservative, because structural changes that Eskom
might make in future could influence this development as
well’.
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How Automation Reduces the

Burden on

BOOKKEEPERS
AUTHOR Seth Fineberg

There are a variety of reasons why accountants and bookkeepers continue
to struggle with automating tasks in their firm and with client work. Be it
staff or client buy-in, hesitancy to change from familiar yet slower, manual
processes, fear of job replacement or a general lack of understanding and
confidence about what makes the most sense to automate, firms need
pointed advice on taking the rights steps towards automation
Even in 2021, many accountants and bookkeepers
continue to struggle with automating client work and
internal processes. For some there just needs to be
more education about available products, for others it’s
giving them the conﬁdence in the technology choices
they make to get staff and client buy-in.
AccountingWEB shared some reader questions with
Paul Lodder, Product Domain Expert at Dext who also
ran his own accounting practice for over 20 years. He
offered them some pointed advice about how ﬁrms
can embrace automation and how technology can
effectively reduce the burden on bookkeepers while
driving value for their clients.

Q:

In a meeting with my team I brought up the
idea of automating the bookkeeping function
in our ﬁrm (staff of 5), but there was some concern
about how it would affect some jobs. What can I
say to allay their fears?

case is it’s going to create more opportunities for
them, it’s going to create more capacity for them, that
in turn potentially means they can go into areas that
they hadn’t had the opportunity to go into in the past.
They may be interested in getting more involved in
the management information side, but they had been
spending so much time on the actual bookkeeping and
haven’t had the time to get involved in other areas.
Also, what’s become more important is that as
accounting ﬁrms move to more agile working
situations, adopting new technology means that you
will be able to offer your team more ﬂexibility. It’s all
about positioning.
There will always be that pushback at the start and
that sharp response of “no, I’m not doing this,” but
having open conversations with the whole team
is important so that they can address what their
concerns are. You’ve got the opportunity to talk them
through it as well.

PAUL: What is absolutely key when you’re having
these discussions with your team is they understand
the reason why you’re suggesting the change. They
understand where the value is in this change and that,
actually, is not a threat and there are huge beneﬁts for
implementing this change.

Q

When you have initial buy-in and they realize they’re
not actually going to be out of the job and the actual

PAUL: First of all, take a step back and be sure if you
deﬁnitely have team buy-in and they understand the
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: I’m hearing so much about automating this
and that in my practice, but my clients just
don’t seem receptive to the idea of changing the
way we do things. How can I get them on board
and to see the value?
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value of the automation, so that when they are talking
to clients they can clearly communicate that.
But then, having conversations with clients to
understand what their speciﬁc pain points may be,
what some of their concerns are and any outlying
issues.
Once you’ve identiﬁed one or two pain points, that’s
when you can really move the conversation to the
next level. When I was in practice, I had some nice
examples of clients who were always struggling to
ﬁnish their workload, to ﬁnish processing all of the
transactions and then needed to leave work to go and
pick up the children from school.
Once I explained to them how using technology and
bringing in automation that streamlining the processes
is actually creating some time that they don’t
necessarily need to spend at work. They can, instead
use that time for other things they need to do. Once
you establish trust [with clients] and get that buy-in,
then you can drill down into how automation can really
help in their business and start breaking down the core
processes.
What can often happen is that you try and do
everything at once, it’s a journey and not getting to
the ﬁnish line as soon as possible. Have a methodical
approach. Identify where the easy wins are for your
client and help them on that implementation. That may
just be expenses, and that’s all you deal with but it’s
one of their biggest pain points.
After that, you can move on to the next area
where you can get the most value from. The more
communication you have with your clients, the better
and that’s where you will get the result that you’re
after.

Q

: We’re almost entirely manual as a ﬁrm,
though we use some software to manage
documents, and we’re looking for us to be more
eficient. But there’s just so much technology out
there, where do we start?
PAUL gives his answer in the video below.
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Q

: I’ve become more aware that our ﬁrm is
falling behind when it comes to customer
service, a lot of our client onboarding and processes
are still paper-based. I’m looking for some practical
advice on what important ﬁrst steps we can take
here.
PAUL: As you know, customer/client relationships are
so important for accountants and bookkeepers and you
don’t want the relationship to be impacted because of
work not being done or incorrectly done. This is where
automation can really help client relationships and really
mean that any issues that are coming through can be
dealt with very quickly.
Ultimately, a lot of the time, it comes down to if you’ve
got the time to speak to your client. They can get upset
when they can’t get a hold of you and over the last 18
months there’s been increased demand on accountants
and bookkeepers, even just as a sounding board.
So, by using technology and the automation that comes
from that it does start to create time. That time you can
now spend speaking to more of your clients, having
more regular contact with them at least every month.
That conversation may just be ﬁve minutes, just a quick
check in, but it can go a long way.
What I also found [in my practice] when I started using
technology, as a partner-in-charge I needed the visibility
of what was happening in terms of the work-in-process,
the workﬂows and where we were in terms of the
service we were offering . Without the visibility it’s very
dificult to know, especially when everyone is working
at home or out of the ofice, if the ﬁrm is up to date on
everything or behind on what we promised to deliver.
By using the technology, together with all the
dashboards and the visibility, it means you’ve always
got your ﬁnger on the pulse and you can identify a
potential issue before it actually becomes an issue.
Automating tasks not only saves a lot of time, which
allows for more regular communication to happen, but
it gives you visibility on the numbers as well. That can
initiate a call, even if there’s not a big problem you can
solve, they’ll appreciate that call, so technology without
any doubt can help with that customer service and
relationship.
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Creating
SPACE

ORGANISATION
DEVELOPMENT
(OD) ADVISOR

Through the many psychological challenges of 2020/21,
people are wrestling with high contextual uncertainty and
eagerly await a time where the world stabilises and we
can plan for a better future. What if those stable days are
gone and this is merely conditioning for an agile and flexible
approach to work and our lives?
For most professionals, the art of working virtually and delivering in our
respective roles and work has become ingrained. We have formulated new
approaches to everything that we do (even though these may not be optimal)
without even leaving the confines of our homes. We naturally still hanker for
the day when we can immerse ourselves in all that communal work allows,
but after all this time, we are starting to question many conventions. Some
of our practices that have shifted feel like they can never revert to prepandemic rituals.
•

•

PAOLO GIURICICH CA(SA)
Founder and owner
of Smarter EQ

Global access to people. Lightning speed collaboration − We can
now avail ourselves of the experience and motivation from some of the
best minds in our fields. We are no longer bound by distance or travel,
and getting an hour of time is easier if someone simply clicks ‘join’ on
Zoom or Teams. In real time we access all the resources and knowledge
we crave and build relationships in the process. Our ability to connect
with colleagues nationally and internationally within our businesses has
allowed us to collaborate and move strategy forward at speeds we are
not used to.

FOCUS ON YOUR
RESILIENCE
•

Deeper relationships − Due to the tacit invitation into people’s homes
through virtual working, people tend to show up more as their authentic
selves and the work ‘mask’ has been shed. We are more able to share
our vulnerability in dealing with a surge in emotions. This has brought us
closer, redefined our boundaries and exposed deep inequality too.

Relationship connection –
Continue to build and nurture the
important relationship in your life.

•

Physical wellbeing – Pay attention
to diet, get enough sleep, get your
body moving through exercise.

•

Flexibility − Personal choice in when and how we attend to the
requirements of our role and work have opened the space for trust to
develop with our employers and clients. The refreshing experience of
being seen as an adult and higher trust levels has changed the work and
life landscape for us.

•

Mental health wellness –
Understand stress factors and focus
on rejuvenation of your choice. Think
meditation, yoga and breathing
techniques with goof frequency.

•

Resilience − At times all the positive effects of the pandemic on
work can easily be overshadowed by negative consequences and our
resilience has certainly been tested too. Some people are just trying to
‘ride it out’ and others are taking proactive steps to build their resilience
and manage themselves through the stresses.

•

Reflective practices – Understand
your skill set and how you coped
through difficult times and repeat
these new skills over again when
required. Future positive behaviour
depends on this.

•

Seek meaning – Allow yourself
daily to articulate and achieve goals
for enhancing self-worth. Remaining
hopeful lowers anxiety from past
experiences.

As we look up to 2022 with higher expectations, let's raise our awareness
of how we have shifted and give ourselves the time to reflect and make
meaning of the changes we have lived. When we acknowledge this new
reality and ‘what is,’ we are creating space for ourselves to contemplate
something different and something new. This privilege of freedom in the
world of work is priceless and once in a lifetime perhaps. Make it count for
your personal growth.
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Blockchain in institutional

BLOCKCHAIN
SPECIALIST

CAPITAL MARKETS
Blockchain technology has fundamentally changed the
way financial institutions are exchanging value and
building market infrastructure. Here’s a closer look at
how this new technology is transforming capital markets
and the specific benefits for a wide range of market
participants
FOR ISSUERS
Blockchain provides significant benefits to issuers by enabling easier, cheaper, and
faster access to capital through programmable digital assets and securities. New
securities can be issued in minutes, with their corresponding rights and obligations
encoded and automated.

The ability to program or encode terms and conditions into assets (in the case of
securities issuance, for example) provides greater flexibility and customisation than
ever before. Blockchain technology can streamline KYC/AML processes and provide
real-time updates and analytics with a single interface for investors, increasing
transparency and efficiency.
One of the key advantages of digital assets is the ability to fractionalise each asset.
Digital assets can be broken into more affordable and transferable units that create
an opportunity for greater liquidity and investor diversity in certain markets. Moreover,
the barriers to issue an asset or security are significantly lowered, opening up greater
opportunities for smaller issuers while existing issuers benefit from new markets
or forms of securities. Lastly, the entire lifecycle of an asset has the potential to be
automated from investor servicing to event handling in the case of dividends.

FOR FUND MANAGERS
Fundamentally, blockchain enables the peer-to-peer trading of any asset on a verifiable
ledger. Funds benefit from faster and more transparent settlement and clearing which
reduces default risk or systemic risk in more opaque markets. Fees paid to third
parties for services such as fund accounting and administration, transfer agency, and
even custody can be reduced or eliminated through automated fund services.

FOR INVESTORS
Blockchain technology significantly reduces the barrier to issuing new assets or
financial products. As the cost of issuance of new securities drops and the speed
of issuance increases, issuers will be able to tailor new instruments to the bespoke
needs of each investor. The enhanced ability to more exactly match investor desire
for return, time horizon, and appetite for risk with custom digital instruments may
profoundly impact the relationship between investor and issuer, creating a direct bond
between capital seekers and investors. Additionally, the transparent and distributed
blockchain ledger will enable more robust insights into asset quality with the potential
to enhance the due diligence process.

MONICA SINGER CA(SA)
Blockchain Evangelist
for Consensys

IN BRIEF
Blockchain gives rise to various
new digital instruments created to
match investor demands. These
new assets are made possible by
the instantaneous and customisable
nature of digital securities issuance
which can be programmed to
seamlessly perform different kinds
of business functions.
Although there will be an explosion
of financial products, most of
these assets will share specific
programmed standards, thereby
simplifying the structuring of new
financial products or instruments.
The ability to issue digital assets
and fractionalize existing assets
will create a broader investor pool,
especially as newer investors are
more comfortable with the idea of
owning a portfolio of digital assets.

FOR REGULATORS
Government agencies and regulatory organisations can benefit from a blockchain’s
distributed ledger, which is transparent and verifiable at all moments of the day.
The immutable nature of blockchain − meaning transaction data cannot be altered −
enables regulators to automate functions such as auditing and compliance. As multiple
institutions use the same blockchain network to track their holdings and asset lifecycle
events, regulators will be able to devote more time to analysis and risk prediction.
September 2021
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Never accept

THE UNACCEPTABLE

EXECUTIVE AND
LEADERSHIP
DEVELOPMENT
COACH

‘Never accept the unacceptable ... Once we all start to
look not only inward but outward at the things that are not
acceptable in the world, we will find ourselves (and much
more) in the good that we do for each other’
− Richard Branson
If I had to list my favourite leaders in the world, Sir Richard Branson will
surely feature. Not only for his visionary thoughts, his daredevil spirit
or entrepreneurial prowess but for his commitment to throwing out the
rule book and running his businesses and life on his unique terms.
Branson’s book Screw business as usual was gifted to me as I left
corporate and ventured into the entrepreneurial world myself, and this
book most certainly left an imprint in my mind as I steered myself
toward living and doing business in a way that is good for more than
just myself. I’m sharing a few extracts of his book in the hope that it
would stimulate new questions for you and lead you toward decisions
and actions that positively impact more people on our planet.
Branson continues: ‘Over the last few decades as I’ve started up one
exciting business after another, I have often thought that life and work
could not get any better. In writing this book, however, I’ve come to
realise that we’ve really been on a dummy run, preparing ourselves for
the greatest challenge and opportunity of our lifetime.’ Branson could
never have imagined that less than a decade after first publishing his
book, all the people in all the world would be navigating the greatest
global challenge of a lifetime. More recently and closer to home, we
have witnessed the chaos and upheaval fast-tracked by this great
challenge. As leaders in business, without looking outside for solutions,
how do we rally together to create opportunities not just for ourselves
but for all of our people? Running businesses and leading people only
toward selfish gains is no longer good enough.
‘We have a chance to take a shot at really working together, to turn
upside down the way we approach the challenges we are facing in the
world and to look at them in a brand new, entrepreneurial way … Never
has there been a more exciting time for all of us to explore this next
great frontier where the boundaries between work and higher purpose
are merging into one, where doing good really is good for business …
Amidst all of today’s new jargon, the message is actually pretty simple:
just do what’s right for people and the planet in everything you do.’
Good leadership is about increasing in impact, not because it looks
good on annual reports or in marketing videos, but because it is the
right thing to do. And as Branson advocates, ‘doing good is good for
business’, profit and purpose can and should coexist.
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USHA MAHARAJ CA(SA)
Passionate about women
empowerment and human potential

IN BRIEF
We have been fortunate that through
some of the worst times in recent
history we have had the opportunity to
witness some of the best responses
by people. However, doing good
should not be a knee-jerk response to
something bad. Rather, in business
and in leadership, we should be doing
good as the norm. In Richard Branson’s
words, ‘Never accept the unacceptable...
once we all start to look not only inward
but outward at the things that are not
acceptable in the world, we will find
ourselves (and much more) in the good
that we do for each other.’

September 2021

Flexing your

BUSINESS
ADVISOR

ADAPTABILITY MUSCLES
One of my favourite business success stories from
2020 (yes, there were plenty!) was Granadilla’s almost
overnight pivot from a swimwear company to a fresh
produce delivery service. It’s a masterclass in creating
value out of chaos by acting quickly and decisively
Granadilla’s leadership realised that with the lockdown, small farmers
and other food businesses would struggle when restaurants, hotels
and farmers’ markets closed. On the other hand, their customers would
want fresh fruit, vegetables and other food delivered to their homes
so they could stay healthy and avoid the shops. Linking this together,
they redeployed their e-commerce operations, marketing capabilities
and logistics partners to launch this service. This supported other small
businesses during a tough time and also allowed them to do more than
just survive. In fact, they grew.
And remember, this pivot happened during the first few weeks of South
Africa’s hard lockdown when things were at their most uncertain and
chaotic. Nevertheless, Granadilla’s leadership saw the opportunity and
acted − fast. They beat many large traditional retailers to the punch and
provided excellent customer service.
Just over a year later, chapter two of Granadilla Eats’ story took place
with its acquisition. In June it joined the UCOOK and Faithful to
Nature stable. The acquisition allows the meal delivery service and the
sustainable retailer to boost their fresh produce offering. And Granadilla
Eats goes from having a Cape Town footprint to a national one.
This is a great illustration of the power of being adaptable. Indeed,
survival of the most adaptable is the mantra for the pandemic and
post-pandemic world. Much is made of technology-driven innovation,
agility, flexibility and access to real-time data for just in time decisionmaking. And, as I wrote in ASA November 2020, in challenging times the
accountant’s leadership role should expand from managing liquidity to
include balancing risk with the ability to quickly and responsibly make the
changes required for your business to remain relevant.
And there’s the rub. Even for companies that do have decision-making
data and insights at their fingertips, it can still be difficult to act on this
information. When the unthinkable has happened, it can happen again.
And if this fear is always front of mind, it can lead to being bogged down
by analysis paralysis, constantly bracing for the next blow, and never
actually taking action to move your business into the future.
Whereas the Granadilla Eats story shows, the first step is spotting the
opportunity and being creative about challenges to reach a decision about
what your next step should be, but this decision is meaningless if you
don’t act on it. And when you do, act wholeheartedly and with conviction.
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KEVIN PHILLIPS CA(SA)
CEO of IDU Group

ACTING IN
UNCERTAINTY
The key takeaway from the
remarkable Granadilla Eats story
is the resilience and energy
displayed by the leadership team.
Instead of focusing on the negative
and what had been lost, they
looked to the future and to the
opportunities available to them
and their ecosystem. And then
took action. An uncertain future
should not stop you acting, instead
it should motivate you more. We
need to start flexing our adaptability
muscles right now, to navigate
whatever ups and downs the future
brings.
By the way, I have no affiliation with
any of these companies.
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Manqoba Kubheka, CA(SA)
Difference Maker

YOU CAN MAXIMISE
PROFIT AND MAKE AN
IMPACTFUL DIFFERENCE
IN PEOPLE’S LIVES
#DifferenceMakers

It requires forward-thinking and technical expertise to cascade strategy into real results
– results that make a real difference in people’s lives. Manqoba Kubheka, General
Manager at the Southern African Music Rights Organisation, has deftly used his robust
financial acumen as a CA(SA) to unlock new, sustainable revenue streams not only for
his organisation, but for South African musicians who were hard-hit by the COVID-19
pandemic. It goes to show that maximising profit can benefit everyone when you focus
on the impact you can make in someone else’s life.
CHOOSE A REAL DIFFERENCE
PARTNER WITH A CHARTERED ACCOUNTANT
#DifferenceMaker
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FOCUS ON

AUDIT REFORM
Technological disruptions, state capture allegations, corporate failures, a
global pandemic, civil unrest…these are all events that South Africa has had
to grapple with in recent times. For the financial reporting ecosystem, these
events continue to act as a catalyst for self-reflection and change. If South
Africa is to be perceived as a global leader in financial reporting and auditing,
the entire ecosystem has to show a willingness to embrace change and
modernise. In this feature, members of the profession and other stakeholders
provide their views on the state of financial reporting and auditing in South
Africa and the evolution required to deliver a more relevant product
In this feature read about the following ...
•
•
•
•
•
•
•
•
•
•

The fault of the auditor again?
What is preventing another Steinhoff from happening in this country?
Is combined assurance the answer to the integrated reporting trust gap?
Change who pays the fiddler and calls the tune
Balanced reporting An integrated approach
The auditing profession Where to next?
ISQM 1 Uplifting the profession and enhancing audit quality
A technology-driven combined assurance model is needed
The digitisation of assurance
Understanding the CFO

Disclaimer: Please note that these are the opinions of the authors and not necessarily SAICA views. SAICA will, therefore,
not be held liable for the views and opinions expressed by the various authors who have contributed to this feature.
September 2021
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THE FAULT OF THE

AUDITOR AGAIN?

Worldwide financial markets have been rocked in the past few years
by corporate scandals and the very first question is: ‘Where was the
auditor?’ However, the question should rather be: ‘Where were the
guardians of governance?’

In performing an audit, the auditor is heavily reliant on
the internal controls and governance implemented by the
organisation. The auditor needs to report on the fair and
true presentation of the financial position and performance
and has to rely on information from various third parties in
the audit process.
Furthermore, the task of performing an audit (even before
COVID-19 and related challenges) is a daunting task on
its own. Certain challenges that auditors face include,
but are not limited to, the timing of reporting deadlines,
demographics of international companies, reporting
framework, complexities in group audits, highly skilled staff
employed by the company that is audited, performance
incentives afforded to officers of the company, etc.

COEN STOKES
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It must be noted that the auditor is only one part of the
greater financial reporting ecosystem and cannot by
himself take responsibility for these failures. I don’t for
one moment discount the importance and the role of

September 2021

Establish a culture of ethical
behaviour and empower the
leaders of the governance
and they will become the
guardians of governance you
need in your organisation

The guardians must consider, to name a few, fraud,
governance, risk management and ethical values.
A just as important task of these guardians is to foster
the governance culture. Tackling corporate culture is
challenging. When boards approach culture proactively
rather than reactively, it helps to protect a corporation’s
future. This is how it also protects employees,
shareholders and other stakeholders.
Defining a healthy culture is challenging, but not
impossible. This culture has two components. One
of them requires having leadership that is in strong
agreement about what they value. The other is leadership
that has a high level of intensity with regard to those
values.
The board of directors can start by embedding these
components into a strong ethics and compliance
programme.
It is well known that corporations with weak cultures
are more susceptible to having leaders who have bad
conduct. Conversely, studies have shown that a healthy
corporate culture increases productivity and generates
positive long-term shareholder value.
To create the right culture and empower the guardians of
this governance is not a one-size-fits-all exercise and also
not a once-off task. It’s a continuous process and must be
at the front of the mind of the board.
the auditor. It is conceded that the auditor is part of the
problem but is not the problem alone.
For financial reporting to be accurate and of high
quality, every guardian of good governance must take
full responsibility for and ownership of their role in
the ecosystem and fulfil it to the best of their ability −
underpinned by a culture that promotes good corporate
governance.
The guardians of governance are the board of directors,
executive team, internal audit, audit committee and the
auditors.
Every guardian of governance must fulfil their function,
without any pressure or agenda. When this happens, the
inherent quality of reporting will improve and support
a more stable financial market in our country, and also
worldwide. This is such a high priority for certain institutes
that they have created academies and programmes to
foster these skills.
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I believe that ethical cultures are sustained from the
bottom up as well as from the cascading effect of the
tone at the top. It is also a prerequisite that open and
robust communication must be afforded to enhance the
engagement on the design of this governance culture.
Once the culture of ethical behaviour is well established
and the leaders of the governance are empowered,
they will become the guardians of governance. This will
enhance the quality of reporting, improve the internal
controls, and in the end lead to fewer corporate failures.

AUTHOR
Coen Stokes CA(SA), Chairman of SAICA’s National Small and
Medium Practice Interest Group and Managing Partner of
Beraca Accountants and Auditors Inc
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WHAT IS PREVENTING

ANOTHER
STEINHOFF

from happening in this
country?

Or a Tongaat, an African Bank, an Eskom, an SAA − the list goes
on. It is a question that should be top of mind of those who are
employed and are seeking employment, those who have invested
hard-earned money in banks and large corporations, and those who
are saving for the future, as well as of communities that rely on
corporate social expenditure

The consequences of a corporate failure go far beyond
adverse financial impacts and impact on the livelihoods
of those the corporate has influenced. When a corporate
failure happens, the question to ask is whether we, as a
country, have responded adequately in preventing future
corporate failures. The same questions can be posed in
the case of state-owned entities.

MPHO MASHATOLA
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In 2002, the USA experienced the biggest corporate
failure at that time – Enron Corporation. The scandal
was so catastrophic that it contributed to the collapse
of Enron’s external auditors, Arthur Andersen LLP, who
were part of the Big 5. It was a spectacular debacle in
which management failed to present the financial position
and financial performance of the company in a fair and
truthful manner in order to increase the share price
and maintain Enron’s status as the then darling of Wall
Street. Soon thereafter was another corporate failure,
which overtook that of Enron in terms of the magnitude
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Soon thereafter was another
corporate failure, which
overtook that of Enron in
terms of the magnitude of
the fraud which had taken
place – WorldCom. These
corporate failures prompted
the enactment of a federal
law called the Sarbanes–
Oxley Act of 2002

Most listed companies in the US comply with COSO’s
(the Committee of Sponsoring Organizations of the
Treadway Commission’s) Internal Control − Integrated
Framework 2013.
The importance of an engaged, robust and independent
audit committee was further emphasised. An audit
committee holds management to account for their actions
and challenges management on decisions that they make
and the financial statements that they prepare. It was
time for board members to transition from being merely
attendees to directors who are proactively engaged in
performing the fiduciary duties that they are appointed by
shareholders to perform.
In the event of a corporate failure, there are punitive
provisions in the Sarbanes–Oxley Act that could lead to
the CEO or CFO spending up to 20 years in prison and/or
paying a fine of up to $5 million.

of the fraud which had taken place – WorldCom. These
corporate failures prompted the enactment of a federal
law called the Sarbanes–Oxley Act of 2002. The primary
objective of Sarbanes–Oxley is to protect the stakeholders
of companies, and I will name a few of the sections it
brought in:
•

Section 302 – This provision requires the accounting
officers of a company (which is usually designated
to the CEO and CFO) to certify that the financial
statements are truthfully presented and that the
disclosure controls that were designed to achieve this
are operating effectively.

•

Section 404 – The provision requires that
management of an organisation certify that they have
designed adequate internal controls to prevent and
detect a material error in the financial statements.

For management to make this certification, the Act
requires entities to follow an internal controls framework.

September 2021

The Act also created the Public Company Accounting
Oversight Board (PCAOB) to oversee the auditing
profession. The PCAOB requires auditing firms to be
registered with it. In addition, they establish auditing
standards including those related to ethics, auditor
independence and quality control. The PCAOB is also
responsible for conducting inspections/investigations
and disciplinary actions on registered firms and enforcing
compliance with Sarbanes–Oxley.
The Sarbanes–Oxley Act (also known the SOX Act)
may not have completely reduced the risk of corporate
failures, but it created a shift in behaviour and corrected
perceptions of the role of external auditors in the financial
reporting process. Often there is justified social anger
toward the external auditors after a corporate failure,
and there are loud calls for stronger regulations of the
auditing profession. While we cannot absolve the auditors
from their duty to perform their audits with professional
scepticism and in accordance with auditing standards,
there is no law or regulation in this country that puts the
onus of preventing and detecting fraud or misleading
financial statements on the external auditors. That onus
lies with management. International Financial Reporting
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Standards clearly state in International Accounting
Standard 1, Presentation of Financial Statements (IAS
1), that financial statements must fairly present the
financial position, financial performance and cash flows
of an entity. IAS 1 further requires management to make
an assessment of the entity’s ability to continue as a
going concern. The Companies Act 71 of 2008 requires
companies to provide financial statements that ‘present
fairly the state if affairs and business of company’ and
that they must not be ‘misleading in any material respect’.
It goes on to state that any person who is party to the
preparation, approval and dissemination or publication of
financial statements that are materially false or misleading
is guilty of an offence. The International Standard on
Auditing 240, The Auditor’s Responsibilities Relating
to Fraud in an Audit of Financial Statements (ISA 240),
states that ‘the primary responsibility of for the prevention
and detection of fraud rests with those charged with
governance of the entity and management’.
ISA 200, Overall Objectives of the Independent Auditor
and the Conduct of an Audit in Accordance with the
ISAs, further stipulates that ‘an audit in accordance with
ISAs is conducted on the premise that management
and, where appropriate, those charged with governance
have acknowledged certain responsibilities that are
fundamental to the conduct of the audit. The audit of
financial statements does not relieve management or
those charged with governance of their responsibilities.’
It is therefore clear that looking solely at the external
auditors to protect stakeholder interests is not enough.
We as society must understand that we have put
our interests in the hands of management and the
board of directors and that more must be done to hold
management and the board of directors accountable
for their obligations relating to the fairness and truthful
representation of financial statements. Management are
the implementers of strategy, the initiators of the same
transactions that they fail to disclose adequately.
The watchdog over management is, firstly, the audit
committee. An audit committee chair once said that
when financial results are good (when profits are up),
budgets are achieved, and valuations look positive, it is
human nature to create confirmation bias when reviewing
those financial statements. Those financial results are
scrutinised less and challenged less compared to when
financial results are not looking so good, which should
not be the case. The role of the audit committee is to
provide independent and objective oversight over the
financial reporting process. Are such confirmation biases
not creating additional pressures on management to
fraudulently present the financial position, financial
performance and cash flows of an entity? Should the
common goal not be to create an environment whereby
management and employees at large are encouraged
to prepare the most accurate financial information in
accordance with the relevant standards?
The second watchdog should be the internal auditors;
the third is the external auditors. It is crucial that all roleplayers play their part to ultimately protect the interests of
stakeholders of an organisation.
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The creation of the financial reporting ecosystem
The US refers to a pre-SOX era and post-SOX era,
highlighting the drastic measures mentioned above that
were implemented to transform the accounting and
auditing profession to restore investor confidence and
protect the interests of stakeholders.
Have we done enough in this country to address
unethical financial reporting and unethical corporate
behaviour in both the private and public sectors? Even
if those responsible for corporate scandals are brought
to account, it is still after a blood bath of financial losses
suffered by ordinary citizens of this country which may
never be recovered. There should be growing calls for
prevention. The JSE issued paragraph 3.84(k) of the
listing requirements that mandates the CEO and FD to
sign off on a statement on the effectiveness of financial
controls. This is a good start, as it acknowledges and
re-emphasises the fact that management is responsible
for putting together financial reporting controls to prevent
misleading financial statements or financial statements
that are not prepared in all material respects in accordance
with the applicable accounting standards.
However, what is the standard against which the CEO
and FD can measure the effectiveness of their financial
controls? What are effective financial controls? If
management is responsible for implementing financial
controls, how will they be able to attest whether their own
financial controls are effective in an unbiased manner?
There is potential for internal auditors in South Africa
to independently test these controls, but the question
remains, against which standards?
Just like companies listed on the New York Stock
Exchange use COSO 2013 as a framework for
implementing an effective internal control system, South
Africa needs a framework as well. We already have a set
of good corporate governance principles in the form of
the King IV Code of Corporate Governance to address a
lot of our entity-wide controls, but we do not have one to
assist management in implementing effective financial
reporting controls. The framework should be founded
on ethics and should ensure that qualified, skilled and
experienced individuals are performing their various
roles. Management and employees at large should be
empowered through the internal control’s framework to
‘get things right’ internally through collaboration without
shifting preparer obligations to the external auditors.
The ultimate pursuit is the creation of a culture
of excellence, honesty, integrity and pride of the
organisations we work for, and for the country at large.

AUTHOR
Mpho Mashatola CA(SA), Financial Controller at DRD Gold
Limited
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BUILD BASELINE
ACCOUNTING SKILLS
THAT ADD UP,
HIRE AN AT(SA)

To build a solid foundation for growth, you need suitably qualified accounting technician to lay
the groundwork for accurate financial reporting.
Upskill your finance team’s baseline skills, ask for ATSA, a practical, skills-based designation that offers
entry-level technicians, a solid foundation in accounting and finance enabling them to produce reliable
financial information that you can build on. AT(SA) is accredited by SAICA, the premier accounting
institute that upholds members to high professional standards, ethics and life-long learning keeping
them on top of your business.
For an accounting foundation that you can build on,

BC_200827SAI_ATSA_DESAD

choose AT(SA). Visit saica.co.za for more information.
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IS COMBINED ASSURANCE
THE ANSWER TO THE

INTEGRATED REPORTING
TRUST GAP?
According to PwC’s 24th
Annual Global CEO Survey for
2021, CEOs were ‘extremely
concerned’ about the spread
of misinformation. At its core,
misinformation reflects today’s
historically low levels of trust.
In order to protect stakeholder
trust, boards must take a broader
and more holistic approach
in identifying and managing
risk. One such approach to
risk management includes the
principle of combined assurance
as set out in King IV

Organisations constantly face new and disruptive
challenges, ever-increasing levels of complexity,
regulatory challenges, and added to that market
instability, as well as unforeseen world events such
as pandemics and climate change. Organisations are
required to balance safeguarding their operations
and maintaining stakeholder confidence. In PwC’s
24th Annual Global CEO Survey, business leaders
acknowledge that the only way of regaining trust is
through sharing transparent information about the value
they create.
The 2021 Edelman Trust Barometer indicates that trust
in all information sources is at a record low across
the globe. The report refers to the phenomenon as
‘information bankruptcy’ that can only be rectified by
providing truthful, unbiased and reliable information.
Organisations therefore play a key role in recapitalising
the bankrupt information landscape by producing
integrated reports that comply with the principles
of reliability and completeness. In the revised <IR>
Framework, the reliability and completeness principle
incorporates the requirement for reporting to be
balanced, therefore including both positive and negative
outcomes as well as being free from material errors.
In addition to the responsibility of the board for financial
reporting, it is also required to take responsibility for
the integrity of the organisation’s integrated report. It is
imperative for the board to find a reliable way to manage
the risks that the organisation faces, both in the interest
of rebuilding trust and for its own protection. Effective
management of risks and related reporting also elevates
the board to strategic drivers of performance with a
constant oversight over the risks impacting on all aspects
of value creation, rather than merely a reactive and
compliance-driven function.
Combined assurance should be based on identified risks
and how assurance is achieved and reported to the board
through the audit committee. It offers tangible benefits
that extend well beyond proving compliance, including:

RONEL FOURIE
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•

Coordinated and relevant assurance efforts that are
directed to the risks that matter most

•

Commitment to enhance controls

•

Dashboards that provide an integrated, insightful
view for management decision-making
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•

Assurance activities produce valuable, integrated
data based on collaboration and not silos

•

Reduction in assurance costs through elimination of
duplication and better resource allocation

•

A reduction in the repetition of reports by different
committees resulting in improved and more efficient
reporting

•

A comprehensive and prioritised approach in tracking
of remedial actions on identified opportunities/
weaknesses, and

•

The use of combined assurance to support the
audit committee and board in making their control
statements in the integrated report

Building a successful combined assurance blueprint
is not without its challenges. These might include
inadequate culture and behaviour at board level in
support for this manner of risk management, a lack of
balance between risk resilience and readiness, a lack of
board confidence in the effectiveness of governance, risk
and control processes and the quality and reliability of
management reporting.
These challenges may result in a blurred lines-ofdefence model rather than a combined assurance
model, resulting in irrelevant, inefficient and inadequate
coordination of assurance efforts.
King IV does not prescribe the blueprint of a combined
assurance model. As a result, an organisation should
consider what it has in place to protect itself in the
context of four lines of defence. These lines of defence
reside in the organisation’s people, systems and controls,
risk management and compliance function, internal audit
function, and independent external assurance. By using
the combined assurance model, assurance gradually
increases over the four lines, with the fourth line
providing the highest and strongest level of assurance.
The role-players in this process of building a combined
assurance blueprint include the board and board
subcommittees, the executives, management
and staff, internal assurance providers as well as
external assurance providers. Internal Audit or Risk
Management are usually best placed to take on the
combined assurance champion role. They have an overall
understanding of the organisation, are familiar with the
assurance concepts and have a strong vested interest
in making sure the approach is effective. A suggestion
is to set up a combined assurance forum comprising a
minimum of a representative of the external auditors,
internal auditors, governance/sustainability assurance
providers, legal services and representatives of the other
governance, risk and compliance functions within the
organisation. The members of the combined assurance
forum should represent the different assurance providers
within the group and be of the relevant level of seniority
to be able to make decisions on behalf of the assurance
function. The diligence and effort in establishing an
effective combined assurance approach must be
matched by on-going efforts to ensure the approach
provides the value it is designed to provide.
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While a combined assurance model includes several
role-players, there is increased market focus on obtaining
external assurance over the whole integrated report.
In a recent article by Kevin Dancey and Charles Tilley,
representing the IFAC and IIRC, they call for urgent
progress in the interest of building trust in integrated
reporting.1 They believe that even though a handful
of assurance providers have recently provided limited
assurance over integrated reports, there is an urgent
need for innovative solutions that would enable
reasonable assurance to be provided over the whole
integrated report. They also refer to the recent actions by
the IFRS Foundation to form a sustainability standards
board (SSB) and develop a global set of sustainability
standards as a catalyst for this drive.
It is clear from the overwhelming support from various
regulators, preparers and other stakeholders that the
IFRS Foundation will go ahead with their intention to
establish the SSB. The compilation of a single set of
sustainability standards as well as the developments in
the assurance standards to enable an external auditor
to provide reasonable assurance over an integrated
report will take time. The urgency expressed by all the
stakeholders involved does, however, indicate that things
will be moving at a faster pace than expected.
It is the author’s view that combined assurance will
always play a role in risk management, regardless
of whether the integrated report is required to be
externally assured. The board is ultimately responsible
for ensuring that business-critical risks are being
adequately managed. The four-lines-of-defence model
strengthens the independent assurance reporting to
the board and senior management on the critical risks
facing the organisation. It also enables the board and
executive to take a holistic approach to risk management
by receiving a continuous update on the effectiveness
of the first three lines of defence. The use of combined
assurance remains critical to supporting the audit
committee and board in making their control statements
in the integrated report and enables them to bridge the
corporate reporting trust gap.

REFERENCE
1 K
 Dancey and C Tilley, A roadmap for accelerating integrated reporting assurance,
2021, https://www.ifac.org/knowledge-gateway/supporting-internationalstandards/discussion/roadmap-accelerating-integrated-reporting-assurance.
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CHANGE WHO
PAYS THE

FIDDLER

and calls the tune

South Africa has adopted the co-regulation model for ensuring that
the independence of the auditor is not impaired. While the legislative
regime in the Auditing Profession Act 26 of 2005 (APA) has primacy,
the auditor independence provisions contained in the Companies Act
71 of 2008 (Companies Act) play an important role in complementing
the legislative requirements in the APA related to auditor independence

The Independent Regulatory Board for Auditors (IRBA)
plays the ‘professional’ role in regulating auditor
independence through their professional standards
and codes of ethics. This is what I term ‘professional’
regulatory oversight. This public policy forms the auditors’
‘self-regulation’ of their behaviour. For example, before
accepting an appointment as an auditor, it is incumbent on
the auditor to ensure that they are independent in mind
and appearance.

DR STEVEN FIRER
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The provisions in the Companies Act that govern auditor
independence place the duty on the directors (not any
directors but the independent directors) to ensure that the
auditor is independent before the auditor’s appointment.
For example, section 90 of the Companies Act places
the responsibility upon the directors not to appoint an
auditor who is not independent of the company. Section
94 of the Companies Act places this responsibility on the
independent directors of the audit committee.
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The auditor independence provisions in the Companies
Act provide insight and deliver the ‘clues’ as to who
should be paying the fiddler. The first clue is found
in section 94(7)(b) of the Companies Act where the
provisions state that an audit committee must ‘determine
the fees to be paid to the auditor and the auditor’s terms
of engagement’. This task is split into two: the audit fee
and the auditor’s terms of engagement − two tasks that
seem contrary to current practice and auditing standards.
In my experience, the audit fee has always been the
result of discussions between the ‘financial director’
and the auditor. This is how the idea is formed that the
payer is the company itself. In my experience, I have only
seen either the ‘managing or financial’ director sign the
auditor’s engagement letter. This adds to the belief that
the payer is the company itself. However, this is contrary
to section 94(7)(b) of the Companies Act. Why would
the Companies Act contain such a provision? Well, it’s
to tell us who really and in terms of the law should be
responsible for the auditor’s independence; to ensure that
auditors are protected from themselves.
IRBA unfortunately can only determine whether an
auditor was independent post the auditor signing the
audit report and by that time, the damage is done.
Professional oversight is after the fact, while Companies
Act oversight is before the fact.
With regard to the audit committee determining the
auditors’ terms of engagement, one cannot interpret this
as the audit committee telling the auditor what to do,
as it is self-explanatory as to why this cannot happen.
So, what is the Companies Act trying to tell the audit
committee?
I submit determination of the audit fee cannot be
divorced from the auditors’ terms of engagement. Why?
Well, the audit committee must ensure that the audit fee
charged by the auditor is not set at a level that could lead
to audit quality being compromised. In determining the
audit fee, the auditor must explain to the audit committee
their audit strategy, what are the audit risks and how the
auditor is going to mitigate those risks. The audit fee is a
crucial determinant of audit quality, and so is the auditors’
terms of engagement.
In determining the sufficiency of the audit fee, the
audit committee must ask questions of the auditor
such as what level of resources will the auditor
devote to the audit, does the auditor demonstrate a
sufficient understanding of the business, operations,
and risk areas relevant to the financial report, and do
they plan to respond appropriately to assessed risks.
This includes relevant industry expertise and valuation
expertise appropriate for the types of assets, liabilities
and exposures of the company. Will the senior audit
team members, and particularly the engagement
partner, be sufficiently involved in the audit? Are the
firm’s arrangements for supervising and reviewing the
audit, and internal firm quality reviews and controls,
adequate? Will the auditor review and rely on systems
and controls in performing the audit, particularly where
there are large numbers of systematically processed
transactions? How is the auditor addressing any general
overall findings reported publicly by the IRBA − from audit
firm inspections or from the firm’s own internal quality
reviews?
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In my experience, the audit
fee has always been the
result of discussions between
the ‘financial director’ and the
auditor. This is how the idea is
formed that the payer is the
company itself

The question arises as to whether the audit committee
has the right to ask these questions, as the auditor
cannot be told what to do. The audit committee has
no right to tell the auditor what to do but the audit
committee has a right to recommend the immediate
removal of the auditor by the directors if they do not
receive satisfactory and plausible answers to the
questions. Such a sentiment is supported by the King
IV Code of Corporate Governance which suggests
that the audit committee should monitor audit quality.
Reduced audit fees will clearly impact audit quality.
The audit committee is an independent statutory
committee made up of whatsoever in the day-to-day
running of the company. Hence the audit fee is the sole
responsibility of the independent directors on the audit
committee and no one else, not even management.
The audit committee in playing its role in determining
the audit fee and monitoring audit quality must do so
on its own and without interference from management.
By law, the audit fee in South Africa is a matter
between the audit committee and the auditor.
So, he who pays the fiddler calls the tune: the new
payer is the audit committee − a specially designed
independent body that is not involved in the day-to-day
management of the company. It is they who should
pay the audit fee; this is the diktats of public policy.
The law is straightforward in respect of public interest
entities; it is the audit committee that appoints and
pays the auditor and monitors the auditor’s approach
to the audit; all in the name of ‘audit quality’. These
rules are not being complied with and the auditor’s
quality is suffering as a result. The IRBA have no control
over audit quality before the audit starts, but the audit
committee does.
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BALANCED REPORTING

AN INTEGRATED
APPROACH

There is a great need to change the way we approach the
assessment of internal controls, which includes how we
consider, find solutions and report on limitations and weaknesses
in internal controls

Those charged with governance have a key role to play in
influencing this approach to enhance the manner in which
management and assurance providers interact by fostering
a culture of working more closely together. This will create
an environment in which the communication of limitations
in internal controls can be done in a transparent and
balanced manner.
The approach I refer to above incorporates:
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•

Collaboration between management and assurance
providers

•

An acceptance of the value of the audit process
whether it’s internal audit or external audit

•

Teamwork to the extent that it promotes good
governance taking independence into account

•

A consistent understanding and acceptance of the
roles of each party in the various lines of defence

•

Regular and focused interaction throughout the year,
and

•

Balanced reporting

If we don’t have most if not all of the above in place, then
the audit process will not do justice to reporting accurately
and in a manner that will contribute to building sound
controls or aid in continuous improvement within the
control environment. It rather becomes a routine event that
is procedural in nature. I will cover some of these aspects
below.
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I believe the format of this
reporting must be changed to
present an easier summary
of the matters at hand and
to reflect a balanced view
without abdicating any
responsibility or accountability
on the part of management.
This approach would promote
greater collaboration and help
to prevent an ‘us’ and ‘them’
situation between management
and the assurance providers

Starting with the end in mind, assurance providers submit
an audit completion report with known limitations and
weaknesses to those charged with governance after having
discussed these with management. The format of these
reports is fairly consistent and has not changed significantly
over the years. The reports include an ‘observation’, ‘root
cause’, ‘effect’, ‘recommendation’ and ‘management
comment’ section. This format of reporting restricts the
reader to read sections in isolation of each other. The reader
is then required to reach a collective conclusion of the
overall finding whilst trying to interpret how the context
of each section influences the view of the matter that has
been raised. This format makes it difficult to reach an overall
opinion or the ability to influence any recommendations.
Often the reader may stop at the observation section,
only for management to defend themselves or to alert the
reader to their comment.
I believe the format of this reporting must be changed
to present an easier summary of the matters at hand
and to reflect a balanced view without abdicating any
responsibility or accountability on the part of management.
This approach would promote greater collaboration and
help to prevent an ‘us’ and ‘them’ situation between
management and the assurance providers.
Leading on from the above, ‘combined assurance’ is a great
principle, but it can only be successful if sufficient effort is
directed towards this by all parties that contribute to the
model. It cannot be something that is prepared by one
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party and circulated to other parties to provide input and
commentary. Combined assurance should be facilitated
through a workshop to discuss and agree on a model, the
principles, responsibilities and timeframes. At the outset,
there should be a meeting of minds on the purpose,
functionality and fit-for-purpose nature of the model. A
committee should be formed incorporating assurance
providers and key management who will meet regularly
to manage and monitor the model subsequent to the
workshop.
As this model plays a key part in promoting an effective
and efficient control environment, those charged with
governance should be involved in providing input in setting
up such a committee and determining its roles with the
ultimate goal of achieving an effective combined assurance
model.
This approach will also promote greater transparency and
timeous notification of matters by management, who
would have the comfort in alerting assurance providers
and those charged with governance of issues without fear
of what this could mean for them. Ultimately, this will all
lead to greater collaboration, better understanding of key
risks as well as facilitation of practical recommendations to
control shortcomings. This approach will result in a report
to management and those charged with governance in
a format that is balanced and recommendations that are
practical and feasible for the organisation, so that those
charged with governance can better understand reportable
matters in order to provide the required guidance over
recommendations and the appropriate oversight.
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THE AUDITING PROFESSION

WHERE TO NEXT?

Our views in this article are to large extent based on our
involvement in high-profile cases involving the prosecution of
professional misconduct allegations levelled against auditors

PAREEN ROGERS
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It is, however, of vital
importance not only to the
auditing and accounting
professions but also to the
commercial world that relies
so heavily on audit opinions,
that confidence and trust in
the auditing profession be
restored

major corporate failures. To their credit, the auditing firms
have acknowledged their failings and have set about trying
not only to repair the reputation of the profession but also
to implement practical measures to close the gaps that
have emerged in high-profile matters such as the collapse
of Steinhoff, Tongaat Hulett and African Bank. It is,
however, of vital importance not only to the auditing and
accounting professions but also to the commercial world
that relies so heavily on audit opinions, that confidence
and trust in the auditing profession be restored.
The audit failures and corporate collapses have also
brought into sharp focus the role of the Independent
Regulatory Board for Auditors (IRBA) and the South
African Institute of Chartered Accountants (SAICA). Both
bodies have reaffirmed their commitment to ensuring the
integrity of the profession through the enforcement of
standards of professionalism and conduct.

WHAT ARE THE PROBLEMS?

Several auditing and accounting scandals in recent years
− most notably in relation to African Bank, Steinhoff and
Tongaat Hulett − undoubtedly had a negative impact
on the reputation of the auditing and accountancy
professions. Public trust and confidence in the auditing
profession have reached an all-time low. The question
that may well be asked is whether the high-profile audit
failures signal a decline in standards of professional
conduct and integrity in the auditing profession in
particular. The fact is that large multinational auditing
firms are probably better resourced, in terms of internal
technical advisory capacity and digital resources in
particular, than ever before and have, one would assume,
all the necessary internal checks and balances to avoid
significant audit failures.
Audit firms that held so much prestige and were soughtafter places of employment not only for auditors and
accountants but also other professionals have in recent
times found themselves having to explain their role in
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What could the causes be of what can only be described
as fundamental audit failures? Although the potential
causes are, in our view, no doubt complex and not capable
of definitive comment in a condensed format such as this
article, we offer the following observations and comments
on some potential areas of concern:
•

A failure by auditors to look at the ‘bigger picture’,
including the overall commercial outcome and impact
of what they are auditing

•

A false sense of comfort gained by auditors from
complying with internal control systems that can
induce a ‘tickbox’ approach to auditing as opposed
to encouraging auditors to engage with substantive
audit issues

•

A failure to appreciate the challenges posed by crucial
judgemental issues in major audits and, in particular,
an unwillingness to challenge client assumptions on
matters considered to be judgemental

•

Component auditing of increasingly complex
multinational commercial structures that takes place
in isolation when dealing with large group audits
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•

A failure to adopt a sufficiently sceptical approach to
related-party transactions, particularly those across
jurisdictions

•

Lack of audit documentation evidencing the connection
between audit evidence, reasoning applied by the
auditor and conclusions arrived at on material matters
relating to the audit, and

•

A general lack of sufficient professional scepticism
being applied when presented with information from
management and a failure to adequately interrogate
management’s assumptions

All of the above, at first blush, appears to be relatively easy
to remedy. However, it is important to acknowledge that
auditing does not take place in isolation from the audit
client or from the problems that beset other professional
services industries. Pressure from clients for a clean audit
opinion, and therefore a clean bill of financial health, is very
real. Accordingly, a new model of engagement with clients
is needed.

SOME SUGGESTIONS ON A NEW
APPROACH
Without presuming to be exhaustive, we suggest that the
following points of import may be identified as learnings
for auditors arising from the cases that have been reported
in the media and have served before the disciplinary
committee of the IRBA over time:
•

There is a need to apply an enhanced level of
professional scepticism, independence and objectivity.

•

Consider the audit holistically and not on a piece-meal
basis, particularly where the audit relates to complex
corporate structures.

•

Analyse the client’s motivation properly, even where
this may lead to a degree of discomfort in the
relationship.

•

Approach management bias in relation to key
management assertions in the annual financial
statements as an ever-present and serious risk.

•

Ensure that the audit file is well documented to
support the audit conclusions reached and also
clearly records the reasoning applied in arriving at a
conclusion. As basic as this audit principle may be, it
is critical in holding the auditor accountable for his/her
decisions insofar as these must inter alia be reasonable
based on audit evidence that must be documented.

•

Design and implement quality control systems
that identify and engage with the primary issues of
import in the audit at the level of understanding the
connection between audit evidence and the reasoning
applied. Avoid simply adding ‘heads’ to an audit as the
standard response to heightened audit risk and being
beguiled by compliance with internal systems if these
are simply a ‘tickbox’ approach to auditing. Engage
with the substantive issues at hand.

•

The audit partner must take responsibility for the
overall audit; an overreliance on technical opinions will
not necessarily provide greater assurance in relation to
the audit outcomes, and ultimately the buck stops with
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the audit partner. This means that the audit partner
must engage with technical experts to understand their
findings within the context of the overall audit. A piecemeal approach to auditing is simply not satisfactory.
•

Design and implement appropriate systems for storing
data electronically and improving quality control.

•

Scrutinise related party transactions with the level of
detail required.

•

Engage meaningfully with component auditors − there
may be audit issues that are pervasive across the
group.

•

Assess management’s assumptions and test them
vigorously against the required audit standards.

•

Identity a failure by the entity to comply with laws
and regulations and take appropriate steps to address
these failures.

REGULATORY RESPONSES TO AUDIT RISK
What has been the response from the profession so
far to the state it finds itself in? It has, through various
mechanisms, attempted to address the shortfalls. Two of
these are briefly discussed below.
Ethical standards
One of the ways in which the profession has responded
to the possible limitations that maintaining client
confidentiality by an auditor may have on an auditor
not disclosing a client’s non-compliance with laws and
regulations has been the implementation of the NonCompliance with Laws and Regulations (NOCLAR) standard
by the International Ethics Standards Board for Accountants
(IESBA). This has subsequently been included in the SAICA
Code of Professional Conduct. NOCLAR addresses acts
of omission or commission, intentional or unintentional,
committed by a client or an employer, or their employees
or contractors, contrary to prevailing law. It allows auditors
and other professional accountants to make disclosures
of non-compliance with laws and regulations to public
authorities without being constrained by the duty of
confidentiality to the client. It effectively provides for a
‘whistle-blowing’ option for auditors and is a clear indication
of the profession’s obligation to act in the public interest at
all times.
Enhanced sanctioning powers for regulatory bodies
Another mechanism adopted to restore public trust and
confidence in the profession is through the amendments
articulated in the Auditing Profession Amendment Act 5 of
2021 (Amendment Act). The Amendment Act does away
with the maximum fine of R200 000 which a disciplinary
committee of the IRBA could impose on an auditor found
guilty of professional misconduct. Compared to other
jurisdictions such as the UK and the USA, this amount
is menial and arguably does not represent a significant
deterrent. In addition, it amounts to not even a fraction
of the audit fees that the audit firms charge clients in
audit fees on major audits. The amount of the fine will in
future be an amount to be determined by the Minister
of Finance. This amount will likely be significantly higher
given that regulators in other jurisdictions are handing
down significant fines to auditors and audit firms. The
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Amendment Act also contains other provisions which seek
to strengthen the powers of the IRBA, including include
search and seizure provisions, the power to subpoena in
the investigation process, and the simplification of the
disciplinary hearing process. All of these amendments
appear to be aimed at ensuring that the IRBA can, as the
watchdog of the profession, hold auditors accountable in a
more streamlined and efficient process. Inevitably the effect
of this would be to enhance the credibility of both the IRBA
and the profession.

THE AUDITOR’S PLACE IN THE
COMPLIANCE ECOSYSTEM
We draw your attention to an article by Professor Michael
Katz, chair of ENSafrica, in Daily Maverick in which he
analyses the allocation of responsibility for corporate failures
to all the role-players in the compliance ecosystem. It is
important to appreciate that the auditor is only one of the
role-players involved in the compliance ecosystem − others
include management, the board of directors (particularly
the non-executive directors), the audit committee, the
institutional investors who elect the directors and regulators
such as the JSE, IRBA and SAICA. Katz also suggests
that the time has arrived, in the complexity of the modern
business world (and often added to by global dimensions),
for the redesign of the audit model, the role of the auditor
and the legal liability and responsibility of auditors.
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CONCLUSION
Real and concrete reform in the profession must start with
the auditors and audit firms themselves. If they have an
understanding that what they do is in the public interest
and that they are indeed accountable to the public who
rely on assertions made in audit opinions signed by them,
a real shift in the auditing profession can take place. The
legislative reform is there in the form of the Amendment
Act and other mechanisms. What is needed is genuine
‘buy-in’ and cooperation from auditors and audit firms and a
will from the profession as a whole to recover the prestige
and esteem it once held. It appears to us that there has not
been a fundamental decline in standards of professional
conduct and integrity, but that the auditing profession
simply finds itself out of step with the increasingly complex
and demanding modern commercial world. The difficulty
may be that the methods and processes have remained
relatively static in a rapidly evolving world.
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ISQM 1

UPLIFTING THE
PROFESSION

and enhancing audit quality

Among the many recent and upcoming initiatives to enhance audit
quality there is one underdog that could really shift the landscape,
but will it be soon enough? Could ISQM 1 be the secret weapon we
do not even realise we have?

There has been extensive debate lately on how to ‘fix’
audit quality. One must consider whether that is a
concept with real substance. Accompanying the audit
quality debate, one often encounters the expectation
gap debate, the argument being that the public is
expecting more of auditors than professional standards
and applicable regulations require of them. What is
clear, however, is that whatever the cause of the various
incidents we have seen in the corporate landscape
locally and abroad, something has to be done and the
current situation cannot continue indefinitely.
There is no shortage of initiatives, both locally and
abroad, to enhance audit quality. The IAASB has
undertaken various initiatives, for example the inclusion
of NOCLAR requirements in the IESBA Code and the
launch of a project to look at the role of the auditor
in relation to fraud and going concerns during 2020.
Locally we have seen the IRBA implement a number
of initiatives specifically focused on audit quality in
the South African market, such as the requirement
for audit firms to report to the regulator certain audit
quality indicators (AQI), increased financial sanctions
for disciplinary transgressions by auditors, and the
upcoming implementation of mandatory audit firm
rotation (MAFR). No auditor in South Africa will deny the
landscape is changing and that there is ever-increasing
pressure on auditors to achieve high levels of audit
quality.

EWALD VAN HEERDEN
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All the above initiatives were implemented or
undertaken with thorough stakeholder consultation and
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There is no shortage of
initiatives, both locally
and abroad, to enhance
audit quality

Report on Audit Quality which is issued every year.
Considering the variety of findings in that report, it is
evident that there could be many different root causes
in various firms that give rise to these findings.
Audit firms play a large part in improving and measuring
their own audit quality, and in my view, ISQM 1 will
play a vital role in enhancing audit quality globally
because of this. The overarching principle of ISQM
1 is that the standard is scalable and allows firms to
evaluate the risks that threaten their quality objectives
and implement responses suitable for that particular
firm to those risks. This will allow firms to do an honest
evaluation of what gives rise to audit quality issues, or
internal or external inspection findings, and customise
their approach to addressing those risks and managing
audit quality.

planning, but it is still very important to acknowledge
that no one initiative will ‘fix’ audit quality in the eyes
of the public. It is practically impossible for an audit to
provide absolute assurance of material misstatement
in financial statements and likewise, it is just about
impossible for an audit to give even reasonable
assurance over the absence of fraud in financial
statements, unless materiality is taken into account.
To educate the public on these concepts would be
immensely challenging, and hence the risk of an
expectation gap will always exist. The initiatives under
discussion will, however, without a doubt go some way
towards improving audit quality.
A fundamental challenge to improving audit quality is
the slowness of the feedback loop, especially to the
public. If one considers MAFR as an example − with
implementation in 2023 one would expect to see
improvements in audit quality as a result of MAFR
sometime after that, and for those results to filter
into regulatory inspections and then to the public via
regulatory reporting could take several more years. The
reality is that the current corporate failures we are living
through were subjected to audit work that took place, in
most cases, five or more years ago and cannot be taken
as a proxy for the levels of audit quality in any of those
firms right now.
The other challenge with these initiatives is that while
they may be effective, they are not likely to target the
specific challenges of any one firm with their own audit
quality. Take for example the IRBA Public Inspections
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An important cog in the engine of ISQM 1 is that its
implementation will have to be perfectly regulated.
Globally regulators will have the challenging task
of ensuring that the regulation is robust enough to
ensure comprehensive adoption of the standard but
at the same time flexible enough to allow firms to
implement the standard with a meaningful measure of
customisation and scaling. Firms, on the other hand,
will be responsible for implementing the standard
with a high level of honesty and a commitment to
truly modernise and tailor their approach to quality
management. Any attempt to create responses to
quality risks will be meaningless if the assessment of
the risks is not honest and authentic.
ISQM 1 provides an opportunity to make a significant
move towards the expectations of the public of what
a good audit is. The opportunity for firms to tailor
their approach and channel treasured resources to
where they will be most effective is invaluable, but
implementation will be difficult to regulate. However,
the biggest challenge for the public, regulators and firms
is that we are likely to require significant patience to
see the results of ISQM 1 through improved audits and
regulatory inspection reporting in the public domain.
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A TECHNOLOGY-DRIVEN

COMBINED
ASSURANCE MODEL
IS NEEDED
The corporate failures and changes that our profession was faced
with of late ushered in a new era for us. We had to adapt and be
agile and resilient whether we liked it or not. Some might say it
was for the worst; others may just see the light at the end of the
tunnel or the opportunity in all of this

The financial future is exciting, and we can all play an
integral part in it. As the accountancy profession, we
were constantly reminded over the past few years that
our proposed and predicted future is no longer a fairy
tale, nor is it very far away.
The past couple of years were littered with corporate
failures close to home which meant that we have to do
introspection of our profession and our role in it now
and in the future. Accountability has become a reality
for many of us, whether in business, internal or external
audit, and where our predecessors were in breach of
their duties and responsibilities, we had to take the brunt.
The responsibility is a shared one and we are all in this
together.

A CLEAN, FRESH REBUILD IS NEEDED
FOR CORPORATE REPORTING AND
AUDIT REFORM

RENIER WESSELS
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Our profession in general has suffered immense
reputational damage and experienced a complete shift in

September 2021

how our services are delivered. With all the changes in
standards and legislation, the intricacies and complexities
have doubled over the past few years. Whether we
like it or not, we are all responsible for the profession’s
future and we can only really achieve success by working
together to build the future we want to be a part of.
Our focus and energy will need to be divided across
many disciplines across our service lines to rebuild the
CA(SA) designation into a robust, credible, future-ready
and trustworthy machine where all parts work toward a
common goal. I believe this goal finds its roots in ethics,
governance, responsibility, accountability, transparency,
trust, quality and efficiencies. These are some of the
principles that the profession was built on, and they are
as important today as they were 30 years ago. We have
just not always adapted to the changes in business and
technology like we should have.
One of the key enablers of corporate reporting and audit
reform lies in technology and its application in a truly
credible, robust and transparent combined assurance
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model that benefits management, key stakeholders,
internal and external audit equally. If we as role-players
in the financial reporting ecosystem all sat down around
the table, we would discover that we all essentially
want and need the same thing: the right information we
can trust, as quickly and efficiently as possible. This will
drive our decision-making, monitoring, governance and
reporting in business and, if managed correctly, can test
our controls, mitigate our business and audit risks, and
give us all assurance around the information that our key
stakeholders entrusted us with at the end of the day.

PRACTICALITIES AROUND A COMBINED
ASSURANCE MODEL
A combined assurance model starts with all parties
coming to the proverbial table and working together to
achieve an effective control environment, with all control
objectives addressed around an optimised and consistent
flow of credible and trustworthy business and financial
information. This, coupled with continuous internal
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and external audit processes in place, can result in an
environment where all parties can benefit from the same
stream of information because we all had an independent
and critical part to play in establishing this work product.
This model should be risk and controls focused,
automated and continuous. The full population of
transactional data can be assessed and analysed
continuously during the financial year to identify control
failures and anomalies and respond accordingly from both
the business side and audit side of things.
Technologies exist today that can enable every business
and firm, regardless of its scale, to achieve this common
goal. It just requires a true mind shift and a focus on
digital transformation in all lines of service. This is
easier said than done, but we are not moving forward
at the pace we could be because of our risk-averse
nature and our tendency to cling to the tried and trusted
methodologies of the past. We also tend to focus all our
energy on our own individual silos instead of coming
together and planning how a model like this could be
effective and beneficial for us all in the future. This model
can also be managed in a cost-effective way and if that
cost is shared among beneficiaries of the model, a
return on investment could also be realised sooner than
expected.

COMPOUND DATA GROWTH GIVES BIRTH
TO NEW RISKS
With the surge and increase of data production in all
parts of business, we are seeing exponential growth in
the size and complexity of financial data as well. Our
newly qualified accountants are also not automatically
proficient in data analytics and data science and therefore
we will find ourselves more and more out of depth
with the methodologies we will need in the future to
drive effective decision-making, governance, reporting
and assurance in general. Our legacy methodologies
are no longer truly effective in providing us with
enough assurance to opine on the financial information
generated, disclosed and reported on. No longer will
a sample of 100 items be enough to test a billion
transactions generated on a client’s system. Assurance
would need to be obtained with a well-designed,
automated, continuous process of evidence gathering,
anomaly detection and robust analytics applied to the
transactional population.
And those in business would need to understand the
backbone of their data to generate efficient reporting to
address all risks and objectives as part of the finance
function. This means our profession as a whole needs
to adapt and become more technologically proficient.
The concept of future information risk also comes into
play here. Future information risk lies in the principle
that we are not consuming or analysing data efficiently
and effectively enough which results in issues that exist
today only being identified and addressed in the future.
An example of this would be a control failure in the
system that occurred months ago only being caught after
the close of the financial year because we are playing
catch-up on our testing or reporting and not picking these
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Whether we like it or not,
we are all responsible for
the profession’s future and
we can only really achieve
success by working together
to build the future we want
to be a part of

issues up as and when they happen.
As compound data growth is spiralling out of our control,
we would need to employ technologies to assist us with
this kind of monitoring so that human intuition and sound
judgement are only applied in areas where they should
be.

THE IMPORTANCE OF RISK
MANAGEMENT
Understanding business and audit risks is key in ensuring
that the technologies applied can truly work on our behalf
to manage and mitigate risks, identify control failures
and anomalies in transactional data and help us focus
on the areas we should be focusing our energy on. The
involvement of risk management as a key stakeholder in
this process is imperative. All stakeholders would need to
agree on risk appetite and business should be aiming for
consistency in reactions to control failures.
A process like this should also be driven from the top,
where the true financial mandate lies. Without buy-in and
a focused drive from the top in business and assurance,
the battle will be over long before it starts.

THE AUDIT EXPECTATIONPERFORMANCE GAP MULTIPLIED BY
DIGITAL TRANSFORMATION
The audit expectation-performance gap finds its roots in
the difference between the perceived performance of
auditors and society’s expectation of auditors. This gap
consists of a performance gap and a reasonableness gap.
The performance gap is made up of possible deficiencies
in the performance of an audit as well as possible
deficiencies in auditing standards or the methodologies
applied in line with the standards. Secondly, we have
unreasonable expectations from society making up
the reasonableness gap. In my opinion, a lot of our
reputational damage over the past few years can be
contributed to the unreasonable expectations society
places on auditing in general, but the bigger issue lies in
our performance gap increasing due to the growth and
complexities in financial data. This gap is getting out of
hand at an astounding pace, and we need to adapt to this
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Perceived
performance of
auditors

AUDIT EXPECTATION-PERFORMANCE GAP

Performance gap

Deficient
performance

Throwing more time or more people at the problem will
not solve it. The only way for us to close this gap is to
employ a combination of people, process and technology,
with technology being the key factor in creating
efficiencies that can scale.

THE DECISION-MAKING PROCESS
BEHIND THE TECHNOLOGIES APPLIED
Many businesses have failed during this process by trying
to plug the holes in their organisations with a different
technology or system for every business process. The
result is often a complex network of technologies that are
fit for purpose in each silo or application but difficult to
adapt, refresh and integrate. This is also to the detriment
of the management and governance around information
technology in business. One of the aims in futureproofing a business is to simplify your architecture first.
It is also important to make technology decisions around
integration and accessibility. Knowing your enterprise
resource planning, point-of-sale, payroll, inventory
management and other systems can all integrate
with back-end connectors or application programming
interfaces is key to driving the automation of governance,
monitoring and reporting. When it comes to accessibility,
the cloud is the future playground for all our processes
in business. Business should all be moving toward
becoming completely cloud-based and software-as-aservice is the model we will probably see all of business
moving to due to the simplicity, real-time updates,
support models and risk mitigation it opens us up to. It
also allows businesses to procure complex functions
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Reasonableness gap

Deficient standards/
methodologies

change as a top priority. This might result in an increase
in audit scope, but the solution does not necessarily
lie in an increase in sample sizes on manual controls or
substantive testing.

Society’s
expectations of
auditors

Unreasonable
expectations

on demand without the need for managing difficult
implementations or underlying hardware and software
resources.

WHAT DOES THIS MEAN FOR US?
Our profession needs to align itself with the technology
and data surge and the growth in financial data in
business. We need to ensure we are positioned in all areas
of the business of the future to ensure our information is
credible, trustworthy and accurate and that automated,
continuous monitoring is in place to identify, address and
mitigate risks, control failures and transactional anomalies.
This process should be as automated as possible to
ensure we focus our energy where needed and that
human intuition and sound judgement are applied where
the risk lies. Humans will always need to be part of the
process, because computers are very good at doing, but
not at being.
Business, internal and external audit all have a role to play
in building this combined assurance model that is risk
and controls focused with transactional population control
in place powered by artificial intelligence and machine
learning models in conjunction with effective and efficient
data analytics to identify anomalies in data designed
around risk.
It requires a mind shift and a willingness to learn and adapt
to integrate our unique human traits with technologies
that can benefit us all by moving away from human-only
assurance models to a technology-driven combined
assurance model that is robust and future proof.
AUTHOR
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THE DIGITISATION

OF ASSURANCE
Buzzwords like automation, mechanisation and digitisation can
sound like the end of the human workforce and the loss of
personalisation, but they offer a bright and efficient future for the
assurance industry

Digitisation, automation and transformation. Machine
learning, robotics and artificial intelligence (AI). The
lexicon of technology buzzwords has become, for many
sectors, representative of complexity, unwanted change
and negativity. These perceptions haven't been helped
by reports that millions of global workers will lose their
jobs to robotic automation by 2030.1
But these facts don’t look at the whole picture.
Yes, certain jobs of today may be lost to ‘robots’, but the
essential role that the human element plays in business
success, particularly in the assurance industry, cannot
be negated. Technology is invaluable, but only in its
ability to automate manual labour, remove unnecessary
pain points, and make working lives simpler and
faster. Automation cannot replace intuition, ethics
and understanding. It can do away with drudge work,
help engender deeper trust and client engagement,
and revolutionise the industry’s approaches to skills
development and management, but it cannot take
away the intrinsic value that human thinking and values
provide to the client, business and sector.

RICHARD WARREN-TANGNEY
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Consider a company’s employment records – every
month, employees earn the same, except increases and
bonuses, while their addresses, ID numbers, and bank
accounts do not change very often, if at all. Automating
the auditing of employee data and payments made
to employees is a relatively easy process. Instead
of using the hard-won skills of a young professional
to painstakingly undertake this simple repetitive
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Perhaps the biggest question that automation asks
of the assurance profession is how you train new
auditors when low-level tasks and pain points have
been digitised. The answer is to revisit how we induct
new members to our profession, to review and refine
the skills and behaviours that we value in these
young professionals. We need to provide them with
learning experiences that allow them to think critically,
evolve and expand their worldview, and fine-tune their
analytical capabilities as they grow in their careers. Now
is the time to train people so that they can leverage
the potential of the technology at their disposal. There’s
nothing remarkable about inspecting invoices and
transactions – this does not enable critical thinking –
however, collaborating with others, finding solutions
to challenging problems, and discovering new ways of
thinking are far more valuable to the individual and the
organisation. As the world continues to digitise, these
approaches will transform the assurance industry in
terms of capability, ingenuity and growth.
For many, however, the risks of digitisation remain too
great. They've been influenced by all the words that
begin with ‘mis’ – misunderstanding, misrepresentation,
misdirection. Stakeholders, auditors (internal and
external), executives still lack the understanding as to
what it all means. Digitisation will not replace people –
instead, it will replace cumbersome ways of work that
limit potential.

process, an algorithm can review every change made,
maintaining the accuracy of the data, and do the job
with a reduced margin for error in a fraction of the time.
Automation provides the organisation with efficiency
gains that improve the quality and speed at which both
structured and unstructured data sets are managed.
As a result, the organisation can obtain assurance that
every transaction has been tested and is accurate, valid
and comprehensively managed. But most importantly,
it creates the opportunity for the skilled professional to
be shifted onto work that demands greater insight and
expertise.
When transactions are complex or take place as a
single, once-off event (like the purchase of a business,
for example), automation is typically either incapable of
collating the information to create the right insights, or
unable to unpack the variables in ways that are accurate,
relevant, efficient or add value. This is where the human
element remains essential.
Digitisation in assurance is about removing the pain
points as quickly and efficiently as possible so that
the organisation can free up brilliant minds to apply
themselves to more complex tasks requiring broad
knowledge and experience, deep insights, and profound
thought. It’s this message that is lost in the hype and
the rush to digitise.
People are essential to fully realising the value of data;
they are not its barrier.
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Humans make the right decisions. Humans have ethics.
Machines do not understand the nuances, nor do
they have the know-how to interpret body language or
understand societal boundaries and the subtleties of
what is right and what is wrong. Algorithms are only
as good as those who create them – ethics must be
coded, bias has to be removed and behaviours have
to be modified. Digitisation is nowhere near the point
where systems can undertake, or even replace, the
layered critical thinking of a professional.
In my view, South Africa sits at the forefront of this
digital revolution and is leading the way in digital
assurance globally. Our financial sector has taken
remarkable strides in the digitisation of services and
modernisation of capabilities. This inventive mindset
and innovative approach to digital transformation is not
some secret sauce served only in South Africa: it is
recognising that its legacy lies in building sustainable
foundations that can adapt and evolve to meet changing
market needs, and that critical thinking and a broad
worldview that can harness the power of digital can
change lives. This is the real value of digitisation – an
advanced toolkit that’s only as brilliant as the minds that
wield it.

REFERENCE
1 Robot automation will 'take 800 million jobs by 2030' – report, https://
www.bbc.com/news/world-us-canada-42170100.
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UNDERSTANDING

THE CFO
Finance leaders are navigating
their organisations through
a constantly changing
environment with increasing
complexity and complication.
We have a pivotal role in
supporting CFOs with their
vision of digitally transforming
their team and the
organisation

As I looked up, I saw an outstretched hand offering
me a book – the title read How to talk so kids will
listen & listen so kids will talk by Adele Faber and
Elaine Mazlish. My friend smiled and whispered, ‘you
need to read this’. After watching me dismally lose
yet another negotiation to my 5-year-old daughter, she
decided to help me in the best way possible. Firstly,
she corrected my misconception that it was not a
negotiation at all, but rather a ‘slam dunk’!
After reading the book a couple of times, I realised
that I was not trying to help my daughter solve her
issue but rather demanding she solve mine. I often
did not take the time to put myself in her little shoes
to really understand her needs. Once I managed
to listen, understand, and provide a solution to the
correct problem, our line of communication and trust
improved dramatically.
As I reflect on my career as a finance professional
of 20 years and a former CFO, I have had business
relationships similar to those with my daughters. The
successful co-operations were built on credibility,
empathy, trust, and above all mutual understanding. I
have outlined my observations of the finance function
evolution and specifically that of the finance leader.
This may help you better understand the needs and
expectations of today’s finance leaders and build
better relationships without having to read How to talk
so CFOs will listen & listen so CFOs will talk.

THE PAST
Traditionally, the finance team was tasked with
collecting data, cleaning it up and creating reports
out of it. The reports were usually static, manual,
and cumbersome but also backward-looking while
attempting to tell the story of what happened and
what were the drivers that resulted in the outcome.
Now, the expectation is that the surging data reflects
a single version of the truth, can be turned into action
and will add value to the business in the fastest and
most relevant way.

THE PRESENT

MARY PANTELOPOULOU
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The expectations of the current − and future − finance
leader is extended beyond reporting on the bottom
line. 64% of CFOs reported being asked to take on
broader operational leadership roles beyond finance.
Now, as strategic leaders, their role is to strengthen
the financials, manage risks, develop agile operations,
enhance security and enable people.
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THE CFO’s ROLE IN CREATING THE

Lead business transformation

Execute on value creation

Greater involvement in IT
Global organisations

Streamline operations, predictive insights,
understand and meet customer needs

Manage uncertainty

Empower employees

Manage risk, increase agility,
scale operations with ease

Make technology accessible to all
Understand the needs of a disparate workforce

FUTURECHALLENGES
The finance leader will ensure a role as a trusted advisor and decision-maker by providing strategic, forwardlooking, and predictable insights and solutions to the business. All this in an uncertain and complex environment of
increasing regulations, risks and threats, manual and inefficient processes, inadequate tools, and legacy systems.

Uncertainty

Disparate workforce

Compliance to regulatory changes to
economic downturns

Tech-savvy, highly educated millennials vs
Generation Z and ageing workforce

Changing customer demands

Instant intelligence

Disruption in industries as a-commerce
(anywhere commerce) becomes the new reality

Faster and smarter decisions based on
actionable and predictive data necessary

HOW YOU CAN ENABLE SUCCESS
With the increase in roles and responsibilities of the modern finance leader in an increasingly complex environment,
there is an increased reliance on technology to help overcome challenges and elevate business performance. Adding
value to the finance leader through technology can help unlock innovation by:
•
•

•

•
•
•

Streamlining operations
o	Replace repetitive tasks with automation and increase time spent on strategic and high-value work.
Greater predictive insights
o	Artificial intelligence is effective in performing four categories of tasks: detection, classification, probability, and
optimisation.
o	These technologies are estimated to recover between 25% and 75% of financial staff’s time.
Understanding and meeting customer needs
o	75% of customers prefer personalised brand experiences
o	Significant economic benefits may be realised through improved marketing ROI (~10% improvement),
increased spend (1,5% of sal
es) and reducing stock out losses and obsolescence
Manage risk
o 10% reduction of the annual risk reserve
Increasing agility
Scaling operations with ease

THE FUTURE
Solving for the needs of customers, employees, investors and many other stakeholders, technology is and will
continue to be the catalyst for enabling success.

Changing customer demands

Instant Intelligence

Disruption in industries as A-(Anywhere)
Commerce becomes the new reality

Faster and smarter decisions based on
actionable and predictive data necessary

AUTHOR
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ADVICE | Ethics and sustainability – A virtuous pair

Ethics and sustainability

A VIRTUOUS PAIR

Sustainable investment and ethics are both topics that are becoming more
popular in the business environment. Beyond this increased prominence,
they are concepts that are intrinsically linked − sustainability is ethically
necessary in business and sustainable business needs to be conducted
ethically to succeed

THE SUSTAINABLE BASIS WITHIN THE
SOUTH AFRICAN ENVIRONMENT
South Africa has led in acknowledging the importance of
sustainability in the business environment.
The King Code IV1 emphasises sustainability as an
‘underpinning philosophy’. Regulation 28 of the Pension
Funds Act2 urges investors to ‘consider any factor
which may materially affect the sustainable long-term
performance of the asset including, but not limited
to, those of an environmental, social and governance
character’. These ESG factors are widely reported by
South African companies using integrated reporting.

WHAT IS SUSTAINABLE INVESTING/
FINANCE?
National Treasury released a draft technical paper in 20203
on financing a sustainable economy. It proposed the
following definition:
	Sustainable finance encompasses financial models,
services, products, markets and ethical practices to
deliver resilience and long-term value in each of the
economic, environmental and social aspects and
88
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thereby contributing to the delivery of the sustainable
development goals and climate resilience.
	This is achieved when the financial sector: Evaluates
portfolio as well as transaction-level environmental and
social risk exposure and opportunities, using sciencebased methodologies and best practice norms; links
these to products, activities and capital allocations;
maximises opportunities to mitigate risk and achieve
benefits in each of the social and environmental and
economic aspects; and contributes to the delivery of
the sustainable development goals.”
This is a broad definition and includes responsible
investing, green finance and impact investing.

SUSTAINABILITY: THE ETHICAL WAY
FORWARD
Previous investment approaches considered only financial
returns, viewing this as the ethical requirement in line
with fiduciary responsibilities. This often led to a shortterm focus.
Sustainable investing means moving past the historic
focus on only financial returns. It aims to balance current
needs without harming the ability to meet future needs.
September 2021

There is growing support and understanding that this
approach does not contradict the ethical and fiduciary
responsibilities to investment clients.
This support includes prominent voices such as the
following:
•

The Business Roundtable of America is made up
of 189 CEOs from large influential corporations. In
2019 they issued a statement4 moving away from
the principle of shareholder primacy. This statement
committed to ‘generating long-term value for
shareholders, who provide the capital that allows
companies to invest, grow and innovate’. It further
acknowledged that delivering value to all stakeholders
was necessary ‘for the future success of our
companies, our communities’.

•

Larry Fink, CEO of BlackRock, in his 2019 letter to
CEOs5 espoused a long-term focus that promoted
sustainability and purpose as a key to profit rather than
an obstacle.

The ability to generate financial returns is not harmed by
sustainable investing. Evidence for this is borne out by the
results of the 2020 Annual Impact Investor Survey6 issued
by the Global Impact Investing Network (GIIN). It found
that 88% of respondents either met or outperformed their
expected financial returns.
Sustainability is the ethical way forward. It aligns the
investment approach with the long-term focus and needs
of most investment clients saving towards their retirement
and future while generating financial returns.

ETHICS WITHIN SUSTAINABLE INVESTING
As sustainable investing moves forward it requires an
ethical grounding. The nascent sustainable investing market
has had controversies including fraud relating to carbon, the
Abraaj scandal and numerous allegations of greenwashing
or impact washing.
Ethics within sustainable investing requires appropriate
principles, clear measurement and accountability.

The United Nations Principles for Responsible Investing7
provides six guiding principles and possible actions.

•

The International Finance Corporation’s operating
principles8 for impact investing define an end-to-end
process that includes monitoring and independent
verification.

•

As South Africa faces the continuing impact of the
COVID-19 pandemic, coupled with social inequality and
climate change, we trust business more than government
or NGOs, according to the Edelman Trust Barometer 2021.12
This barometer also indicates that 71% of respondents in
SA believed ‘our country will not be able to overcome our
challenges without business involvement’. These are high
expectations from business – to meet these we will need
sustainable investing and strong ethical standards working
together; one without the other will not succeed.

REFERENCES
2 R
 egulation 28 of the Pension Funds Act, 1-34070 4-3 Treas Layout 1
(treasury.gov.za).

•

•

ETHICS AND SUSTAINABLE BUSINESS
DRIVING THE FUTURE OF SA

1 K
 Ing IV Report on Corporate Governance for South Africa (ymaws.com).

Enabling tools are in an advanced stage of development.
These include:

•

Sustainable investing means
moving past the historic focus
on only financial returns.
It aims to balance current
needs without harming the
ability to meet future needs.
There is growing support and
understanding that this approach
does not contradict the ethical
and fiduciary responsibilities to
investment clients

3 N
 ational Treasury, Financing a sustainable economy, 2020, Sustainability
technical paper 2020.pdf (treasury.gov.za).
4 B
 usiness Roundtable of America, 2019, Business Roundtable redefines the
purpose of a corporation to promote ‘an economy that serves all Americans’.
5 B
 lackRock, Larry Fink’s 2019 letter to CEOs: profit and purpose, https://www.
blackrock.com/americas-offshore/en/2019-larry-fink-ceo-letter.
6 G
 lobal Impact Investing Network (GIIN), 2020 Annual Impact Investor
Survey, https://thegiin.org/research/publication/impinv-survey-2020.

The Value Reporting Foundation9 formed by the merger
of the Integrated Reporting Council (IIRC) and the
Sustainability Accounting Standards Board (SASB)
works towards incorporating relevant sustainability
information in corporate reporting.
Harvard Business School’s impact-weighted accounts
aim to create financial accounts that reflect financial,
social and environmental performance.

10

7 U
 nited Nations, What are the principles for responsible investment? https://
www.unpri.org/pri/what-are-the-principles-for-responsible-investment.
8 International Finance Corporation (IFC), Investing for impact: operating
principles for impact management, 2019.
9 The Value Reporting Foundation, https://www.valuereportingfoundation.org/.
10 H
 arvard Business School, Impact-weighted accounts, https://www.hbs.edu/
impact-weighted-accounts/Pages/default.aspx.
11 IRIS+, https://iris.thegiin.org/ .
12 Edelman, Edelman Trust Barometer 2021, https://www.edelman.com/
trust/2021-trust-barometer.

IRIS+ enables the measurement and comparison of
impact results.11

These tools are an important step forward in developing
ethical standards within sustainable investing, but tools
alone are not enough. Accountability needs to be driven
by ethical finance professionals in both the investing and
accounting environments.
September 2021
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ADVICE | Avoiding distractions at work

Avoiding

DISTRACTIONS
AT WORK

Obviously, you can’t avoid all distractions. As real people living in the
real world, we will all be distracted from time to time. We can, however,
ensure that we keep regular distractions to a minimum and that we focus
on increasing our effectiveness and productivity

You get to work, open up your computer and more than
likely start your day off facing a barrage of emails and
tasks. In between trying to work, you take phone calls,
deal with colleagues’ ‘quick questions’ and probably dip
in and out of social media too. Our modern workplaces
make it easy to multitask, but sometimes difficult to
focus. This can affect productivity.
A 2018 survey by Udemy found that ‘employers aren’t
doing much, if anything, to instruct workers on how to
manage the constant barrage of noise, interruptions,
and notifications in order to maintain performance
effectiveness. While companies may offer initial
training on a new tool’s basic functionality, they’re
not considering how these emerging productivity and
communication tools fit into the broader landscape of
distractions and, therefore, companies fail to reap all of
the productivity benefits they seek.’
Survey respondents cited chatty co-workers (80%)
and office noise (70%) as the top distractors overall,
followed by changes in the workplace (61%). In
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younger segments, the number two distraction was the
smartphone, with 69% acknowledging that checking
a personal device interferes with concentration. Peak
distraction sets in at midday, with 46% of participants
saying that noon to 3 pm is their most distracted period.
By helping employees to deal with workplace
distractions, you can boost productivity and minimise
frustration. Here are some strategies you might want to
try:
•

Empower employees to take action – Give people
permission to protect their productivity, whether
that means wearing noise-cancelling headphones
or encouraging them to step outside once or twice
a day to reset their focus. Reassure people that it’s
okay to protect their boundaries. For example, if a
colleague wants to ask a question, they might say
something like, ‘Sorry – I am busy with this report
right now. Please can we chat at 2 pm?’

•

Provide distraction-free spaces – Whether it’s
a quiet cubicle or a meeting room that can be
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While companies may offer
initial training on a new tool’s
basic functionality, they’re not
considering how these emerging
productivity and communication
tools fit into the broader landscape
of distractions and, therefore,
companies fail to reap all of the
productivity benefits they seek

booked, or the option of working from home,
give people spaces where they can go to escape
distractions when they need to make a deadline or
focus on concentration-heavy work.
•

Spend time working on email management –
Constantly checking our inboxes and replying to
mails immediately breaks our concentration and
takes up precious time. Work on creating a culture
where people check their mails once or twice a
day and don’t send unnecessary emails (including
copying everyone on a mail that only needs to be
seen by one person!).

•

Hold fewer meetings – Consider keeping a
few days a week meeting-free so everyone can
concentrate on getting their core work done. Only
include people who need to be in meetings in the
meeting request. Don’t hold meetings for the sake
of meetings – make sure there’s a clear purpose.

•

Set a good example and share what works for
you – Mute non-essential notifications on your
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personal devices and share any tips you have for
remaining focused with your team. This could
include setting specific times in the day for checking
social media apps.
•

Consider investing in time management training
for your whole team – Not only can training teach
you to cultivate healthy working habits that keep
you focused but doing the training together as a
team gives you a shared base of understanding and
the ability to keep one another accountable.

AUTHOR
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RECOMMEND | Integrated Thinking

INTEGRATED
THINKING

View from the CEO of

THE IRC SA

Leigh Roberts, the CEO of the Integrated Reporting Committee (IRC) of SA, shared
her views on the concept of integrated thinking by responding to a series of
exploratory questions in support of SAICA’s integrated thinking project

How do you define or understand ‘integrated
thinking’ as it applies to your company?

What is your view on how ‘integrated thinking’
supports or does not support ‘value creation’?

Integrated thinking is the awareness of what you use
and the resulting effects on what you use – from a six
capitals view. It’s a management approach to leading
an organisation in the connected world of today.
Integrated thinking also underpins the integrated report
being one of the three fundamental concepts of the
International <IR> Framework. You might say that the
integrated report is the tip of an iceberg, with the body
of the iceberg being integrated thinking; in other words
it’s the way the organisation runs its business.

Using the full term of ‘value creation, preservation
or erosion’: integrated thinking and value creation,
preservation or erosion are listed as fundamental
concepts in the International <IR> Framework, with
the third being the concept of ‘six capitals’ (financial,
manufactured, human, social and relationship,
natural and intellectual capital). All three concepts are
interrelated and build on each other.
You start with seeing your business as using and
affecting the six capitals over the short, medium and
long term. The effects on the six capitals (termed
‘outcomes’ in the International <IR> Framework) are
the value that is being created, preserved or eroded
over time. The awareness by the organisation of what
it uses from the six capitals (and hence relies upon
the concomitant risks) and the resulting effects on
the six capitals (and how such effects can impact the
company through reputation, future availability and
affordability of resources and relationships, etc) is
integrated thinking.
Your understanding of ‘value creation’ and from
whose perspective: in other words for whom is
value being created?

LEIGH ROBERTS
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It’s important to recognise that as per the
International <IR> Framework there is a set definition
of ‘value creation, preservation or erosion’ − and
that is the effects (outcomes) on the six capitals
(positive, neutral or negative, internal or external to
the organisation, over the short, medium and long
term). It is only this understanding that is accurate
and should be used in the integrated report, or in
the context of integrated reporting and integrated
thinking.
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How do you view stakeholder engagement in
relation to ‘integrated thinking’ and/or ‘value
creation’?
Responding to the needs, interests and expectations
of stakeholders − and, importantly, showing how
the organisation has responded by showing the
link to the related strategy, risks and opportunities,
material matters etc – is one of the 19 requirements
of the International <IR> Framework. Also within
that requirement is showing the quality of the
organisation’s relationship with each of its key
stakeholders – this is important future-oriented
information, because as the saying goes, ‘happy
stakeholders, happy organisation’.
Stakeholder engagement, organisation response
and relationships falls within the International <IR>
Framework’s ‘social and relationship capital’ and
hence, like the other five capitals, is inherently within
integrated thinking and value creation, preservation or
erosion.
Which roles or functions within a company are
enablers for integrated thinking / value creation?
Why?
Because integrated thinking is an approach to leading
and running an organisation in a connected world, it is
best implemented within an organisation at all three
levels: the board, executive management, and staff.
Do you think integrated thinking is reflected in
integrated/corporate reports? Why?
Many experienced preparers of integrated reports
in South Africa have said that one of the main
benefits they have experienced has been the internal
management tool of integrated thinking – that is,
that the process of preparing the integrated report
has helped to embed integrated thinking in the
organisation.
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Because integrated
thinking is an approach
to leading and running
an organisation in a
connected world, it is best
implemented within an
organisation at all three
levels: the board, executive
management, and staff

I see it as a continuous cycle … The preparation of the
integrated report helps embed integrated thinking,
and the more that integrated thinking is embedded in
the organisation, the smoother the preparation of the
integrated report.
A few years ago there was some international talk
that one couldn’t prepare an integrated report until
integrated thinking was embedded in the organisation.
This is so not true! South African organisations – who
kicked off the global move to integrated reporting in
2010 after King III’s recommended practice which was
followed by the IRC of SA’s Discussion Paper on a
Framework for an Integrated Report – did not have the
option of waiting until they had embedded integrated
thinking!
AUTHOR And they have since proved the point that
you don’t need to wait – just go ahead and do it.

Mandie Wentzel, Project Manager (Practice and Ethics) at SAICA
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RECOMMEND | On the relevance of IFRS financial statements

ON THE
RELEVANCE OF

IFRS FINANCIAL
STATEMENTS

Although billions are spent every
year preparing and auditing financial
statements, many people question
the relevance and usefulness of
IFRS-compliant financial statements.
In this article I interrogate two
common reasons given for IFRS’
declining relevance, discuss two
additional considerations, and make
a few suggestions
I love IFRS. I think it is amazing what one can tell about
a company from a deep and thorough analysis of its
financial statements. As a financial accounting lecturer
at Wits, I get excited in class while explaining how a
keen-eyed CA can pick up things that, in all likelihood,
accountants without detailed technical accounting
knowledge would miss. With some dedication, I think
IFRS can give you insights into even the management
teams at the various companies. The sky is the limit.
I usually hear the same two complaints about IFRS
financials. First, preparers and some auditors complain
that IFRS financials are so complex that they are no
longer understandable to their users. Second, preparers
complain that IFRS require many adjustments that do not
accurately reflect the business operations and need to be
reversed by users.
Let’s first look at the allegation of IFRS being too
complex. If we look at a simple fish and chips shop, how
complex would those financial statements be? Revenue,
even under the new IFRS 15, is so straightforward that
even first-year accounting students would not struggle to
get the right answer. The same goes for short-term trade
receivables and long-term loans. This simple business is
straightforward and, consequently, so are the resultant
financial statements.
Now contrast the fish and chips shop with the financial
services industry or multi-national conglomerates.
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These companies often employ highly complex contracts
designed to achieve specific risk-reward payoffs. Think back
to financial engineering with straddles, strangles, valleys
and a plethora of other structures. Many people struggle to
understand the transactions (CAs included). Can you, then,
really blame IFRS for the resulting complex set of financial
statements? Yes, I have selected extreme cases, but the
point remains. The complexity of financials under IFRS is
often a function of how complex the underlying business
operations and structures are.
In addition, I suspect that preparers and auditors often
project the difficulty of preparing IFRS financials onto their
assessment about the difficulty in reading and extracting
useful information from financials. Making a cell phone is
difficult, using one is easy. (If any users of financials reading
this wish to comment on this suspicion, tweet me @
CCAAR_SOA_WITS.)
Let’s now look at the second complaint, namely that IFRS
adjustments distort the business’s operations. A non-CA
CEO recently asked in an interview that if he borrows R100,
how much does he owe? R100, obviously. But he then
argued that IFRS say that R100 must be fair valued and so,
all of a sudden, the IOU is not R100 anymore. I see this
often: the statement is partially correct, but the issue is that
the context is absent. In a plain-vanilla loan of R100, the fair
value is also R100 leading to the correct initial recognition
of R100 (IFRS 9). If you lend R100 and agree to pay back
R100 in two years, interest-free, then the case is not so
straightforward. Here is where I think IFRS are great at
helping us understand the underlying economics of what
we are entering into.
Agreeing to pay someone R100 in two years means that
the value you are indebting yourself to now is only R88 (PV
of R100 at n=2). So, you receive R100 today and have a
liability of R88. In other words, if you had to pay someone
else to take over that obligation at inception, you would
only need to pay R88. This genuinely means you made
a day 1 gain of R12 as cash increases by R100, but your
liabilities increase by only R88 (income definition: a net
increase in assets). This demonstrates that the company
did receive a benefit in obtaining an interest-free loan.
Simply recognising R100 at initial recognition and then
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interpret and analyse the financials to make more informed
decisions in line with their competencies and ability. These
users have the technical competencies, time and motivation
to do so.
What we should consider is whether the current providers
of capital (users) would want to tip the scales of the tradeoff between detailed financials and understandability more
towards the understandability side. This may result in less
detail but increase the financials’ understandability to more
laypersons. I question whether laypersons even want to
interrogate financials, but this question leads us to the
final point. There has been a shift in the corporate reporting
environment. Now, there are multiple sources of financial
and non-financial information that are updated more
regularly. The fast pace and globalisation also mean there
are more investors to compete against, driving the demand
for more information that is updated more regularly.
derecognising the R100 liability after two years would not
tell users of this benefit management was able to negotiate
and the cost of borrowing money. IFRS’s adjustments don’t
give nonsensical answers. Would you lend money to a third
party interest-free? Unlikely! (If your answer is yes, please
do contact me …)
I think the interest-free loan example reinforces my earlier
point that IFRS are as complex as the transactions it must
present to users. I think it also highlights that we are,
perhaps, too quick to latch onto a complex example, get
frustrated and then (mistakenly) use it to argue why IFRS
are generally nonsensical. There are some peculiarities in
IFRS that I myself question (they are usually anti-abuse
mechanisms). But importantly, these are few and the
exception rather than the norm. Let’s not throw the baby out
with the bathwater. (Tweet @CCAAR_SOA_WITS with any
examples you have of peculiar accounting treatments, and
let’s look at those more closely.)
While the two concerns discussed may be partially true, I
think two other factors affect people’s perception of IFRS’
relevance. First, users need to invest time in learning
how to read IFRS financials. More importantly, they need
to understand how to extract value from the financials
(and this is not the same as knowing how to preparing
financials). Second, there are now many sources of both
financial and non-financial information that IFRS financials
are competing against. This results in a trade-off between
the ease of use of the various sources and their depth of
information and credibility.
IFRS’ Conceptual Framework states upfront that it is meant
for informed and diligent users (CF 2.36). Comments that
laypersons would not be able to understand IFRS are
correct and by design. Reiterating my comment earlier, if a
layperson cannot understand the underlying transactions,
it is obvious that they would struggle to understand the
financials. But would a layperson be able to compare
high-level metrics from IFRS financials to make a decision
that aligns with his or her competencies and ability? I think
they would. They could compare base metrics such as
profitability, assets, cash balances and cash flows. More
sophisticated investors can dig deeper into the notes and
use their existing economic and industry knowledge to
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Examples include integrated, sustainability and
environmental reports; company websites; stock exchange
news services; financial press; XBRL, and social media.
These sources offer management teams great flexibility
over what information to provide and how to present it.
These sources are especially attractive to non-sophisticated
users that do not have the skills, time and motivation to
dedicate to performing a thorough analysis of financial
statements. They are also useful to sophisticated users to
supplement the financial statements via both their ability
to allow management to have their say and as these are
updated more frequently. The trade-off of the greater
frequency and understandability of these sources is that
they are also less credible (un-audited), comparable and
detailed than financials. For these reasons, I propose that
IFRS financials are still fit for purpose.
In closing, IFRS, in general, result in financial statements
that are as complex as the underlying operations of the
company they are depicting. IFRS, in my opinion, do
represent the economics of a company’s transactions and
events, with limited exceptions. IFRS financial statements
are not meant to be understandable by the laypersons – the
layperson wouldn’t understand complex businesses anyway.
Sophisticated investors need detailed, accurate and credible
information that is, currently, only provided by financial
statements. These users need to spend time mastering how
to read and interpret IFRS financials to extract value. I think
we are, perhaps, missing a degree or diploma specifically
designed to teach people how to use IFRS financials
(not how to prepare them). It should teach people where
to start, how to approach the analysis, industry-specific
concepts to understand first and how to complement the
analysis with other sources of information. Lastly, in the
competitive global environment we find ourselves in, each
reporting source has its place. Don’t expect one source to
satisfy all our needs.
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RECOMMEND | Principles versus rules in professional ethics

PRINCIPLES
VERSUS RULES

in professional ethics
By adopting a principles-based code, SAICA requires all its members to apply
professional judgement at all times to identify, evaluate and address threats to
professional accountants’ compliance with the fundamental principles of ethics.
These principles determine the standard of behaviour that the public can expect of
members of the profession, and adhering to the code would restore public trust in
the profession
SAICA’s Code of Professional Conduct aims to
enable SAICA members and associates to meet their
responsibility to act in the public interest (paragraph 100.1
A1). A code of conduct is a declaration of a profession’s
values and in the code, the profession declares its
obligations to society and defines the standards of
behaviour that the public can expect from members of the
profession. Having a code of conduct is a key requirement
for accounting to be classified as a profession and
not simply a vocation, as it provides the standards of
professional conduct used for the self-regulation of the
profession. The SAICA code is based on the International
Ethics Standards Board for Accountants’ International
Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA code),
which is a principles-based code rather than a rules-based
one.
There are several reasons for selecting a principles-based
code instead of a rules-based code − the most obvious
being the diverse nature of the scenarios that professional
accountants could find themselves in, as it would be
impossible to create a rule of conduct for each unique
situation.
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Furthermore, rules-based approaches often have negative
consequences, such as:
•

Increased legislation and regulation often lead to
increased administration costs.

•

An excessive emphasis on rigid ‘box-ticking’ may
deflect attention from transparent accounting
practices and the need to present an accurate and
true reflection of the financial state of a company.
Recent financial scandals have proven that a
seemingly compliant company can still be hiding
information.

•

Excessive or outdated regulations could encourage a
disregard for the law.

•

An excessive focus on compliance to avoid penalties
could divert management’s focus away from strategic
expansion and limit the ability to identify growth
opportunities.

•

When professional judgement is not encouraged,
there can be a culture of depending on rules. This
results in an inability to internalise the ethical values
that the rules are meant to promote. When values
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There are several reasons
for selecting a principlesbased code instead of a
rules-based code − the
most obvious being the
diverse nature of the
scenarios that professional
accountants could find
themselves in, as it would
be impossible to create a
rule of conduct for each
unique situation

are, however, some advantages to using a rules-based
code instead of a principles-based code. As principlesbased codes (such as the SAICA and IESBA codes) allow
a certain level of discretion, this could result in different
interpretations of a situation, which could run the risk of
people manipulating information. The biggest advantage
of rules-based regulations is therefore that they are
easier to apply since the requirements are prescriptive
and leave little room for misinterpretation. Also, rulesbased approaches are easier to enforce consistently and
can provide comparability and standardisation – as they
require professional judgement, principles-based codes
are often difficult to apply and may be ambiguous. The
principles constituting a principles-based code could also
be difficult to interpret, resulting in professionals not being
able to make the right decisions due to a lack of guidance.
However, the advantages of having a robust and flexible
principles-based code far outweigh the disadvantages:
•

Ethical dilemmas are unique, and a set of broad
principles rather than rigid rules allows more flexibility
and room for professional judgement.

•

Uniform principles create an ethical culture in which
values drive behaviour.

•

Principles-based codes focus on providing guidance
rather than prescribing, and thereby encourage
responsibility. People tend to take ownership of their
decisions when they have the freedom to adapt their
behaviour to specific situations. This also prevents the
cultivation of a check-box mentality and encourages
professional judgement instead of seeking legalistic
loopholes in the application of rules.

•

Internalised values allow one to consider what the
right thing to do would be according to the legal
requirements.

•

Principles provide clear objectives for behaviour rather
than prescriptive rules and, in turn, act as deterrents
for unethical conduct.
Principles-based codes describe the minimum
requirements for conduct and behavioural
expectations rather than specific activities.

are not internalised, compliance with rules must be
carefully monitored, as it may depend on ‘who is
watching’.
•

Professionals often look for loopholes to satisfy the
demands of excessive rules while doing the very
things that the rules were designed to prevent.

•

Excessive rules tend to challenge people to find ways
to circumvent them. People then tend to try and
push the envelope while trying to stick to the rules.
The focus shifts away from doing the right thing
and begins to centre on whether the law can be
interpreted ‘to my benefit’.

•

The possible consequences of non-compliance are
considered, as well as the possibility of claiming
innocence through a difference in interpretation.

•

•

The law tends to be seen as the highest ethical
standard (instead of the minimum) and legality versus
ethicality is not considered. Professionals often try to
appear ethical by meeting regulatory requirements.
Compliance with minimum requirements (the rules)
often leads to a false sense of being ethical, although
the spirit underlying the rules is not taken into
account.

•

Excessive regulation through rules tends to
discourage professionals from applying professional
judgement and they become reliant on tick-box and
rules solutions. As no rules apply to all situations this
is problematic, and where rules are not clear enough
or no answers exist, there is a tendency to resolve to
inaction. The problem is then either circumvented or
passed on to others.

To conclude: principles provide high-level guidance
on what the right thing to do would be and call for
professional judgement in the application of these
principles in specific circumstances. By adopting a
principles-based code, professional bodies such as SAICA
shift the responsibility from having to identify prohibited
services or activities to having professional accountants
use professional judgement to manage threats to the
fundamental principles of ethics through designing and
implementing safeguards.

•

Excessive regulation can create a culture of blind
compliance in which authority is neither challenged
nor questioned.

Rules-based regulation therefore tends to create a culture
of compliance instead of ‘doing the right thing’. There
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LIFESTYLE | Tech review

itel Vision1 Pro
Slim and
Comfortable
itel Vision Pro is a recently
launched smartphone in
South Africa and aims
to make smartphones
available to the majority of
people, especially students.
At its current price range,
design and functionality, it
is easy to say their targets
are within reach
The smartphone has a smooth curved
design and provides the slimmest
phone from itel so far. It is seamless
to operate from one hand. The phone
harnesses a 6,5’’ HD+ Waterdrop
FullScreen display which gives you
the necessary screen to read, watch
movies and play games. It offers
brighter and more vivid colour so that
you enjoy your time on the phone. Your
connectivity and downloading speed is
enhanced by a quad-core UNISOC CPU
that supports the 4G LTE network.
The phone is easy to set up and have
many safety features such as face
unlock and fingerprint sensors as well.
itel Vision Pro comes with a 32 GB
storage memory to ensure your
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favourite videos, apps and important documents are easily accessible
on your phone, and the 2 GB RAM allows users to run multiple
applications simultaneously. To safeguard your memories, this
smartphone is equipped with an 8MP + QVGA rear camera and 5 MP
front camera.
For more information, click here
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Samsung

Galaxy
Watch3

Once I finished setting the Samsung
Galaxy Watch3 with my phone (which
by the way is compatible with any
other Android or smartphone) it was
time to go. The best way for me as an
avid runner to see how this Watch3
works was to hit the road
Running with this watch was like having a coach
or running with your mates. With its running app,
the running guide not only informs you of achieved
distance but also encourages you when you seem
to be slowing down. Depending on your training
programme, the phone has a comprehensive fitness
and health tracking. You can also personalise the stats
you like to view.
This athlete’s friend can easily be operated
by using the rotating bezel, swiping
or tapping when you are exercising.
It comes with more than 120 home
workout programmes to achieve
your fitness goals. Galaxy Watch3
automatically detects hard falls with its
enhanced accelerometer, sending an
SOS to your emergency contact with your
location. So, your safety and health is still a priority.
After tracking your fitness, the Watch3 will also track
your sleeping patterns.
Having your Galaxy Watch3 still gives you access to
your phone as you are able to make and receive calls,
receive and respond to your messages on text or via
email, and listen to your music, just to mention a few
applications. The Watch3 comes in different colours to
match your taste and its battery can last up to two days.
If you happen to misplace your phone, you can use
your Watch3 to find it and vice versa. The Watch also
has the Samsung Pay app which enables you to make a
payment by tapping.
The Samsung Galaxy Watch3 comes in two sizes, 45
mm and 41 mm, and both are light and comfortable for
the hand. So, the Watch3 is best of both worlds, health
and lifestyle.
For more information, click here
September 2021
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LIFESTYLE | work life balance

STAYING WELL,
ACTIVE AND
PRODUCTIVE

IN THE MIDST
OF CHAOS
Maintaining a work/life balance
during this pandemic has not been
easy. After all, we are wholesome
beings, not just employees and
employers

Many of us have been working from home since the
COVID-19 pandemic began. We have all been affected
in one way or another: some of us have fallen ill at
some point, and sadly, some of us have lost loved
ones.
In all of this, one thing is for sure; work continues
and the show goes on; a living must be earned. So
we find ourselves juggling work and the demands
the pandemic has brought upon us. The question is
how do we keep a balance of two worlds that are so
demanding of our time, our beings and our livelihoods.
One of the blessings in disguise of the pandemic is
the ability to work from home. Working from home has
many benefits, for example not being bound to specific
office hours and not having to travel to and from work.
But working from home has its own challenges. The
kitchen has suddenly become two seconds away
from our home offices / working spaces, and who
doesn’t enjoy a bit of snacking, especially during those
Microsoft Teams meetings where the speaker goes on
for longer than an hour? And those with children do
not suddenly stop being parents when working from
home.
The lockdowns have also interrupted our fitness
routines. For example, gyms are regarded as risky
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places and are closed during lockdown. One minute
you’re in the rhythm and up to date with your fitness
routine, and the next gyms are closing and races are
cancelled. This results in reduced fitness levels, and it
is often hard to start again when gyms re-open. This is
where most people often fall off the fitness wagon.
The above issues, coupled with less physical activity,
can result in problems such as unwanted weight gain,
less immobility and additional stress. One of the things
which have helped me stay sane and fit during this
period has been doing home exercises and going for
walks in the evenings. Engaging in physical exercise
releases endorphins which trigger a positive feeling in
the body. A simple activity like walking/running could
be the difference between feeling overwhelmed by
life’s pressures and feeling renewed. Skipping rope
for 15 minutes daily could help shed those unwanted
kilograms and calm the mind.
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SARS

UPDATE
We highlight some of the SARS operational and tax administration
matters that have been addressed recently

REGISTERED REPRESENTATIVES AND
TAX TYPE TRANSFER
As previously noted, from 23 April 2021, the process of
registering and transferring tax types for non-individual
taxpayers changed.
With respect to new companies registered with CIPC,
even though the income tax registration is immediate,
in order to register the relevant tax types on eFiling, the
registered representative first needs to be registered.
This applies even if the company has only one director.
The request to be set up as a registered representative
must be submitted by using the online query form on
the SARS website. This cannot be done on eFiling.
Ensure that you have the relevant documents on hand
to upload when submitting the form. For details of the
requirements, read here.
The registered representative has to be set up in order
to register or transfer tax types as it is this individual
that will need to approve the transfer after receipt of
a one-time pin. SARS has indicated that the internal
process to check the documents and finalise the
updating of the registered representative should not
take longer than 21 business days. However, members
have noted that in some instances the process takes
far longer, and it is not clear as to how to resolve this.
SAICA has raised this with SARS directly as well as via
a joint submission as part of the Recognised Controlling
Body Forum. We await SARS’s response.
In the interim, for urgent matters or cases where the
21-business day period has been exceeded, please
ensure that you follow up with SARS and get a case
reference number. Thereafter, immediately log the query
on SAICA’s Member Portal under the SARS Operational
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category. Ensure that you complete all the fields and
importantly, choose the correct SARS branch to assist
in expediting your matter by escalating to the correct
SARS region.
For more information regarding the process, please
see the SARS Guide on how to register for eFiling and
manage your user profile.

TAX COMPLIANCE STATUS CHANGE
We are aware of cases of taxpayers being issued with
SARS letters titled ‘TAX COMPLIANCE STATUS –
CHANGE IN STATUS’ even though the taxpayer is fully
compliant. This is confirmed when the tax practitioner
checks the tax compliance status dashboard indicating
that the taxpayer is compliant in all respects.
Members have also noted that on enquiry via the SARS
contact centre, in most cases, the SARS consultants
agree that there are no returns or payments outstanding
and that the letter was not valid. In some rare cases,
SARS consultants have suggested that the letter was
triggered due to the VAT or PAYE being paid on the due
date and that this was alluded to in a recent regional
stakeholder meeting with SARS, relevant officials noting
that the letter is a ‘reminder’ to ensure payment is
made by the due date to avoid becoming non-compliant.
This was challenged on the basis that the wording of
the communication does not support this theory.
This issue was addressed in the abovementioned joint
RCB Forum submission to SARS.

REQUEST FOR REMISSION NOT
AVAILABLE ON EFILING
We note that there are certain instances where the
request for remission of penalties form or functionality
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is not available on eFiling. In some instances, while
the form can be accessed using the Internet Explorer
browser, the fields are greyed out and therefore
impossible to complete.

difficult economic time. The draft legislation containing
more specific details about these relief measures was
released in August and SAICA has made submissions in
this regard, available here.

This has been raised with SARS at a regional and
national level. The interim solution is either of the two
noted below:

Whilst the draft legislation still needs to go through
a lengthy process before finalised and enacted, the
emergency tax measures are effective from 1 August
2021.

•

•

Make a virtual appointment using the SARS online
booking system and upload a manual request
for remission form or a written letter requesting
remission, using the case reference number
generated when the appointment is confirmed, or
Submit a manual request for remission form or a
written letter requesting remission, via the pcc@
sars.gov.za (tax practitioners) or contactus@sars.
gov.za (taxpayers) mailboxes.

In both instances, ensure that you include a screenshot
of the eFiling page showing that the RFR form is
not available or cannot be filled in. The same manual
process is suggested if, for some reason, one is not
able to submit a dispute on eFiling as a result of a
system error.

SAICA has issued a guide based on the draft
amendments: Tax Relief and Other Implications of the
Unrest in July 2021. However, please ensure that you
keep abreast of any developments in this regard.

TAX RESOURCES
Tax tips, guidance, alerts and feedback summaries from
our engagements with stakeholders are available here.

DON’T MISS AN UPDATE!
Please subscribe to the Integritax Newsletter for weekly
updates and ‘Like’ or ‘Follow’ our Integritax Facebook
page for more frequent updates on these and other
matters.

TAX RELIEF AND IMPLICATIONS OF
COVID-19 AND RECENT SOCIAL UNREST
Not only was South Africa severely impacted by the
COVID-19 pandemic during 2021, but civil unrest
which involved riots and looting in the country in July,
particularly in KwaZulu-Natal and Gauteng, has left many
businesses damaged or destroyed.
In response to these circumstances, the then Minister
of Finance on 28 July 2021 held a press briefing at
which he announced emergency tax measures to
assist businesses and their employees during this
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CANCELLATION

60 MIN

OF CONTRACTS
REVISITED
The Taxation Laws Amendment Act 25 of 2015 introduced a
number of amendments to address the cancellation of contracts
which came into effect on 1 January 2016

The principle underlying these amendments is that prior
year assessments cannot be reopened to take account of
subsequent events.
In Caltex Oil (SA) Ltd v SIR Botha JA stated the following:1
	‘What is clear, I think, is that events which may have an
effect upon a taxpayer’s liability to normal tax are relevant
only in determining his tax liability in respect of the fiscal
year in which they occur, and cannot be relied upon to
redetermine such liability in respect of a fiscal year in the
past.’
The taxpayer in New Adventure Shelf 122 (Pty) Ltd v
Commissioner: SARS2 learned this lesson the hard way when
it lost its appeal to the SCA. The company had sold immovable
property in 2007. It cancelled the contract in 2012 and
reacquired the property. The SCA rejected its bid to have the
capital gain that arose in 2007 redetermined retrospectively.
When an agreement is cancelled:
•

•

In the same year of assessment, paragraph 11(2)(o)
provides that the disposal must be disregarded, provided
the parties are restored to the same position they were in
before the agreement, and
In a subsequent year of assessment, a capital gain
recognised in the year of disposal is reversed as a capital
loss under paragraph 4(c) in the year of cancellation, while
a capital loss arising in the year of disposal is reversed as a
capital gain in the year of cancellation under paragraph 3(c)

Under paragraph 20(4), the seller’s base cost is restored to
its pre-sale amount plus the cost of reimbursing the buyer
for any improvements effected by the buyer. It would appear
that paragraph 20(4) applies to a cancellation during the same
year of assessment as well as one that occurs in a year of
assessment subsequent to the year of disposal.
It will be evident that the legislature made no provision for the
reopening of assessments to reverse the consequences. There
are in fact very few situations in the Act in which a reopening
of an assessment is possible. One exception to this rule
appears to arise when an executor disposes of an asset to a
third party that was bequeathed to the surviving spouse. Under
this situation, the roll-over under section 9HA(2) read with
section 25(4) becomes inapplicable and it may be necessary to
reopen the deceased’s last tax return to recognise the deemed
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disposal at market value. A similar result may ensue when a
surviving spouse enters into a redistribution agreement because
the asset ultimately acquired by the surviving spouse may not
be what was bequeathed to him or her. It is unsatisfactory that
future events are allowed to influence how the deceased person
will be taxed.

AGREEMENT
Claassen’s Dictionary of Legal Words and Phrases3 defines an
agreement as follows:
	‘A contract is an agreement between two or more persons
which gives rise to personal rights and corresponding
obligations; in other words, it is an agreement which is
legally binding and enforceable by the parties (Wille’s
Principles of South African Law 6ed 301); Wilken v Kohler
1913 AD 135 140; Pattison v Fell 1963 3 SA 277 (N) 279.’
It is worth bearing in mind that the articles of association of
a company represent a contract between the members and
the company.4 This fact can be relevant when dealing with
agreements involving the cancellation of share transactions.

RETURN OF THE SAME ASSET
Paragraph 11(2)(o) requires that the person that disposed of the
asset reacquire ‘that asset’. In other words, the disposer must be
restored with the same asset.
A question arises as to how this will be possible, for example
with identical assets such as dematerialised shares.
The Eighth Schedule is concerned with the disposal and
reacquisition of rights. In Standard Bank of South Africa Ltd &
another v Ocean Commodities Inc & others Corbett JA stated
the following:5
	‘A share in a company consists of a bundle, or conglomerate,
of personal rights entitling the holder thereof to a certain
interest in the company, its assets and dividends.’
It is submitted that as long as a shareholder receives a share
carrying the identical rights as the share disposed of, the
shareholder would have met the ‘same asset’ requirement.
In practice SARS accepts that the specific identification
method can be used in relation to dematerialised shares under
paragraph 32 on a nomination basis.6 This approach recognises
the fungible nature of dematerialised shares.
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WHAT CONSTITUTES A CANCELLATION?
Sometimes an agreement will contain a cancellation clause
which may be triggered by a resolutive condition. For example,
section 24N enables a capital gain to be recognised on a due and
payable basis, subject to a number of conditions, one of which
is that the purchaser of equity shares must return them ‘in the
event of failure by the purchaser to pay any amount when due’.7
But contracts can also be cancelled by agreement. Christie’s Law
of Contract in South Africa states the following:8
	‘When the parties to an existing contract come together in
an agreeing frame of mind and formally, or informally, agree
to vary or discharge their contract, we have no difficulty
about describing what has happened as a variation or
discharge by agreement, or a cancellation by agreement’
(footnotes suppressed).

WHAT CONSTITUTES RESTORATION TO THE
POSITION PRIOR TO ENTERING INTO THE
AGREEMENT?
Both paragraphs 11(2)(o) and 20(4) require the parties to be
restored to the position they were in prior to entering into the
agreement but do not give any indication of when this will
be regarded as having happened. However, paragraph 20(4)
recognises that the buyer may improve the asset while holding
it and permits the seller’s original base cost to be increased by
any expenditure incurred by the seller in reimbursing the buyer
for improvements. This rule recognises that improvements to an
asset can be made before it is returned to the seller.
The Explanatory Memorandum on the Taxation Laws
Amendment Bill, 2015, which supported the insertion of
paragraph 11(2)(o), does not provide any comment on the
restoration requirement.
One of the common law remedies available under contract
law is restitutio in integrum, which is described in the Glossary
of Foreign Terms,9 which forms part of the index to the South
African Tax Cases Reports, as follows:
	‘Restitution in full, by which the parties to a contract are
restored to the same position as they occupied before the
contract was entered into’ (footnotes suppressed).
It was no doubt with this remedy in mind that paragraphs 11(2)(o)
and 20(4) were drafted.
In Hall-Thermotank Natal (Pty) Ltd v Hardman the court cited
Wessels, Law of Contract10 as follows:11
	‘Although there must be restitution, and although the parties
must be placed as much as possible in the position in which
they were before the sale, yet a restitutio in integrum in
the case of sale does not imply that the article must always
be restored in exactly the same condition in which it was
at the moment of delivery. As the fault is due to the seller
the court ought to give considerable latitude to the buyer.
All the latter need therefore to do is to restore the article
subject to such incidents as it may be liable to in the ordinary
course of affairs, either from its inherent nature or from the
legitimate use to which the buyer put it prior to the discovery
of the defect. The very contract of sale gives the purchaser
the right to deal with the thing bought, and if it deteriorates
in the hands of the buyer whilst making a reasonable use
or trial of it, the reduction in value resulting from such
depreciation must be borne by the seller, and does not
preclude a restitutio in integrum.’
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On the question of unjust enrichment, the court observed as
follows:12
	‘The basis of restitutio in integrum is the equitable doctrine
that no one is permitted to enrich himself unjustly at the
expense of another.’
While the case dealt with a seller who was at fault, which
may not always be applicable, the case is useful in that it
emphasises the point that the asset need not be in exactly
the same condition as when it was first acquired. It stands to
reason that most assets would experience some change in
value or condition and to prevent the application of paragraphs
11(2)(o) or 20(4) when these changes are of a minor nature,
would not advance the purpose of the provision which was to
avoid onerous tax consequences for a seller who was restored
to the same economic position.
A minor change in value would not amount to unjust
enrichment which would result in the parties not being restored
to their pre-sale position.
In Natal Joint Municipal Pension Fund v Endumeni Municipality
Wallis JA stated the following in relation to the interpretation of
statutes or contracts:13
‘A sensible meaning is to be preferred to one that leads
to insensible or unbusinesslike results or undermines the
apparent purpose of the document.’
He continued:14
	‘An interpretation will not be given that leads to impractical,
unbusinesslike or oppressive consequences or that will
stultify the broader operation of the legislation or contract
under consideration.’

CONCLUSION
If parties to a contract wish to cancel, they should try to do so
during the same year of assessment in order to take advantage
of paragraph 11(2)(o). Cancelling the contract in a subsequent
year of assessment will not assist in undoing the adverse
cash-flow consequences of paying tax upfront and then
being rewarded with a capital loss in the year of cancellation.
Whether the parties have been restored to the position they
were in prior to entering into the agreement is a question of
fact, but the common law remedy of restitutio in integrum
at least offers some flexibility in the interpretation of the
cancellation provisions of the Eighth Schedule.
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9 RD Claassen [online], My LexisNexis, June 2020.
10 2 ed (1951) at 4742. See also Van Der Boon NO v Moletsane 2020 JDR 2499 (FB)
at 6 in which the same quote is cited.
11 1968 (4) SA 818 (D) at 827.
12 At 832.
13 2012 (4) SA 593 (SCA) at 604.
14 At 610.
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Prevent small
businesses from being

60 MIN

TAXED OUT OF
THE GAME

As the human and
economic devastation of
the COVID-19 pandemic
becomes apparent, it
is also becoming clear
that the true leaders of
the country – the small
business owners who
make a plan to survive −
will ultimately save the
South African economy.
But how can we ensure
that they are not taxed
out of the game?

Small businesses, usually start-ups, need to conserve cash
to reinvest in the business. It is therefore critical that they
understand the options for keeping the amounts payable
to the South African Revenue Service (SARS) to the legal
minimum.

THE OPTIONS
So, what are the options from an income tax perspective?
Depending on the size and nature of the business, assuming
it is being conducted in a company, it may qualify for one of
the following:
•

Paying the full 28% (reducing to 27% in 2022, according
to the 2021 budget speech) normal tax on companies.
(The reduced small business tax rate applicable to
qualifying small business corporations (SBCs) has a
sliding tax scale from 0% (up to taxable income R87
300) and 7% and 21% for taxable incomes of up to R365
000 and R550 000 respectively, such that the 28% rate
is only applicable to each rand of taxable income that
exceeds R550 000 (for the 2022 tax year)), or

•

The turnover tax regime, which is largely designed to
assist micro businesses

Let’s have a look at each of the non-28% normal tax rate
options.
First, turnover tax, which is set out in the Sixth Schedule
to the Income Tax Act 58 of 1962. This tax is levied at rates
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between 0% (up to qualifying turnover of R335 000) and 3%
(for qualifying turnover over R750 000). It is a final tax and no
other income tax needs to be paid in respect of the business.
(The idea is to offer a simple tax, as it is not necessary to
determine ‘taxable income’, that is, keep detailed records
of income and deductible expenses. Records of turnover,
dividends paid and assets and liabilities which are individually
more than R10 000 must nevertheless be maintained.) But,
as will be seen, the tax has its own complexities which
must be understood before the business registers for
turnover tax. Once registered, however, it represents an easy
methodology for qualifying micro-businesses to fulfil their tax
obligations.

the company must be less than R20 million. It thus caters
for much larger businesses than turnover tax. However, the
type of business income that is excluded from the regime
largely mirrors that excluded for turnover tax − that is, not
more than 20% of the receipts and accrual may emanate
from ‘personal services’ and investment income. However, in
this instance, if the company employs three or more people
who are not connected to the shareholder, the ‘personal
services’ exclusion will not apply. Like with turnover tax,
the shareholder must not hold the shares of other trading
companies that are not listed, etc. In addition, not more
than 20% of the company’s income may be made up of
investment income.

As indicated, turnover tax applies to ‘micro-businesses’ − that
is, businesses (including those operated in the individual’s
name) that have a qualifying turnover of not more than
R1 million in a 12-month period (this figure coincides with
the VAT compulsory registration threshold). The R1 million
qualifying turnover excludes proceeds from the sale of capital
assets (unless they exceed R1,5 million over a three-year
period), government grants, or from a small business funding
entity.

As indicated above, the tax rates are very favourable when
compared to companies that do not qualify for this regime.
However, the company must still determine its taxable
income, which requires maintaining good records (much
more so than for turnover tax). However, it may also benefit
from more favourable deductions that accrue to a company
taxed at normal rates. For example, it may deduct the cost
of plant and machinery used for the first time in the business
for the purposes of manufacture or a similar process in the
year it is purchased. In addition, the cost of other assets may
be claimed over a period of three years (50% in year 1, 30%
in year 2, and 20% in year 3). Clearly, this regime is hugely
beneficial if the turnover of the entrepreneur’s company lies
between R1 million and R20 million and it qualifies in all other
respects for the regime.

This seems simple enough, but a whole host of ‘professional
services’ businesses do not qualify if turnover therefrom
(together with investment income for a company) exceeds
20% of the total qualifying turnover. Examples are accounting
and auditing, consulting, health, IT, journalism, education and
engineering. In other words, the type of business suitable for
turnover tax involves the creation of something, for instance
manufacturing or construction, but not attached services like
architecture or draftmanship unless they are a minor part of
the business.
In addition, the individual who conducts the business or holds
the shares in the company may not hold shares in other
companies that also trade. These exclude, for example, listed
companies, unit trusts, memberships of clubs/charities, or
private companies that have not traded and have assets less
than R5 000.
Once it has been established that the relevant business does
qualify for turnover tax, the amount on which turnover tax
will be levied should be determined. This largely mirrors the
method for determining whether the qualifying turnover is
within the R1 million limit, but in addition, it includes 50% of
capital receipts and, for a company, investment income such
as interest, rental, royalties and annuities but not dividends.
If an entrepreneur believes turnover tax is the way to go, they
must register with SARS and proceed to pay the estimated
tax every six months (year-end must be 28 February, even for
a company). To avoid penalties, the amount paid must be at
least 80% of the ultimately determined figure by year-end.
Also important to note is that if a business registered for
turnover tax deregisters (voluntarily or because it no longer
qualifies), it may not re-register.
As the best alternative to turnover tax, we look at the small
business corporation (SBC) tax regime, which is set out
in section 12E of the Act and the tax tables. As its name
suggests, the regime only applies to businesses conducted
through a registered company. However, they must be
owned by a natural person. In this instance, the turnover of
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However, if the business qualifies for either of the two
regimes (bearing in mind that this article has not set out
all the requirements of each) because the turnover does
not exceed R1 million, which regime − turnover tax or SBC
provisions − should the entrepreneur use? The answer is that
if the entrepreneur is willing to operate through a company
and maintain decent records, he/she may choose either. The
best option will depend on the income and expenses of the
business.
For example, if the business involves manufacturing and
a machine costing R100 000 was brought into use in
the business for the first time in the current tax year (no
capital assets are being sold), the turnover of the business
(comprising sale of stock) is, say, R750 000 and other
expenses are R200 000. Under the turnover tax regime, the
tax payable will be R6 650, but under the SBC regime the
taxable income will be R450 000 (R750 000 less R100 000
less R200 000) and the tax on that is R37 289. The turnover
tax regime is clearly preferable. However, if the business
had made a very small profit or a loss in the first year (as
many businesses often do) (for example its machinery and
expenses amounted to, say, R650 000, ie, a taxable income
of only R100 000), turnover tax would still be R6 650 but SBC
tax would be R889. Clearly, in this instance it would be better
for the SBC tax regime to apply. The entrepreneur would,
however, need to look at this in the following year: if the
business still qualifies but expenses are less, it may be more
advantageous to register for turnover tax until the R1 million
threshold is reached (bearing in mind that once deregistered
for turnover tax, it may not re-register).
South Africa’s entrepreneurs are leaders in business and the
economy. It is critical that they understand their options.
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CONTROLLED

FOREIGN COMPANY
LEGISLATION Part 2
This article is the second and final in this two-part series
examining the UK’s controlled foreign company (CFC) legislation,
which is designed to prevent UK-resident companies from
establishing subsidiary companies overseas in order to benefit
from a lower rate of corporation tax (CT)

In Part 1 we examined the definition of a CFC and the
various entity-based exemptions and began our examination
of how to determine if there are ‘chargeable profits’.
The step which must be considered first in establishing if
there are ‘chargeable profits’ which may mean that a CFC
charge arises is to consider the initial gateway tests in
chapter 3.

THE INITIAL GATEWAY FOR BUSINESS
PROFITS
The business profits (ie, trading profits) to which a CFC
charge may apply are determined by reference to Chapter 4.
However, business profits will not be subject to Chapter 4 if
they do not pass through the initial gateway test in Chapter
3.
Business profits will not pass through the initial gateway
test if one or more of conditions A, B, C or D are met. This
means that Chapter 4 does not apply and no CFC charge
arises in respect of business profits.
The four conditions are:
•

Condition A – This considers the purpose of the
arrangements under which a CFC holds assets or bears
risk.
This is met if broadly:
o	
The CFC does not hold assets/risks under an
arrangement that results in it benefiting from
a reduction of tax in any territory, where the
arrangement would not have been made but for
the tax benefit, and
o	The main purpose/one of the main purposes of the
arrangement is not to achieve a reduction of UK
tax, the consequence being that the CFC is more
profitable (other than negligibly so) than it would
otherwise have been.
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•

Condition B – Whether the CFC has any assets/risks
for which key management activities are in the UK.

•

Condition C – Applies if Condition B is not met and if
the CFC has the capability, on a stand-alone basis or
with third-party support, to ensure that its business
would be commercially effective if the assets/risks were
to stop being managed/controlled in the UK, or

•

Condition D – Excludes companies that only have
property business profits and/or non-trade finance
profits. This means that chapter 4 does not apply if the
CFC has no business/trading profits.

THE MAIN GATEWAY FOR BUSINESS
PROFITS
If one of the conditions for the initial gateway for business
profits in chapter 3 is not met, the steps in Chapter 4 are
then considered. The CFC’s assets/risks that have created
its ‘assumed total profits’ must first be identified.
Chapter 4 operates by considering whether any of the
‘significant people functions’ (SPFs) relevant to identified
assets/risks are carried out in the UK.
The SPFs for a particular asset or risk are usually the
functions carrying out active decision-making relating to the
acquisition/creation/assumption/management of the asset/
risk. Functions that merely approve/reject proposals are not
SPFs.
One of the key areas where a CFC charge can arise is where
there are SPFs carried out in the UK that result in profits
arising in another jurisdiction. The SPFs of the CFC are
identified and are allocated either as UK SPFs/non-UK SPFs.
If none of these are UK SPFs, then it is not necessary to
look further. If some are UK SPFs, then the profits of the
CFC are attributed to the UK as if the UK SPFs are carrying
on a UK permanent establishment.
September 2021

GENERAL EXCLUSIONS FOR BUSINESS
PROFITS
Even if UK SPFs are identified in Chapter 4, there are a
number of general exclusions or ‘safe harbours’ that can
prevent a CFC charge in respect of business profits.
For example, the profits of a CFC are excluded if all of the
following five conditions are met:
•

Business premises condition – The CFC has premises
in the CFC’s territory that is occupied/intended to be
occupied with a reasonable degree of permanence.

•

Income condition – No more than 20% of the CFC’s
trading income derives from the UK.

•

Management expenditure condition – UK
management expenditure is no more than 20% of total
related management expenditure.

•

IP condition – The CFC does not exploit intellectual
property transferred to it by a connected person/
company in the UK within the previous six years.

•

Export of goods condition – No more than 20% of the
CFC’s trading income arises from goods exported from
the UK, excluding exports from the UK to the CFC’s
territory of residence.

If all five conditions are not met, other safe harbours can be
considered. Overall, if a safe harbour is not available, a CFC
charge will arise on business profits.

NON-TRADE FINANCE PROFITS
Non-trading finance profits derived from lending may be
brought within the CFC charge by Chapter 5 if:

THE CFC CHARGE
Where it is necessary to consider the more detailed
gateway rules in Chapters 4–8, only profits that pass
through a gateway are included as ‘assumed total profits’
to become ‘chargeable profits’. These are what the CFC’s
profits would be if it were a standalone UK tax resident
company (ie, not a member of a UK group).
If a CFC has an amount of assumed total profits, the next
step is to determine its ‘assumed total taxable profits’.
In determining those profits, relief is given by way of
a deduction from assumed total profits of the related
expenses and charges to the extent that it is just and
reasonable to do so.
Unless there is some reason to use a different figure,
the proportion of deductions for which relief is granted
corresponds to the proportion of assumed total profits
passing through the gateway.
For example, if 20% of the CFC’s assumed total profits pass
through the CFC charge gateway, only 20% of the amounts
that would otherwise be relievable against these profits
are deducted in arriving at the CFC’s assumed taxable total
profits (and thus its ‘chargeable profits’).
Once the taxable profits on which a charge is due have
been determined, the CFC charge is apportioned to each
chargeable company holding a relevant interest. The
general rule is that a relevant interest holder is a chargeable
company if its interest, together with interests of connected
or associated companies, is at least 25%.

INTERACTION WITH DOUBLE TAX RELIEF

•

The profits are derived from activity (such as lending
decisions) undertaken in the UK

The profits of the CFC to be apportioned are calculated
together with any creditable tax claimable. Creditable tax is
the sum of:

•

The lending is derived from UK capital investment/some
other UK capital contribution, or

•

•

The loans are made to UK residents

Double tax relief on foreign tax paid under the normal
rules (foreign tax is the tax paid in the territory of
residence of the CFC and any other countries, excluding
the UK)

•

UK income tax deducted at source or charged on the
CFC’s income (eg on UK bank interest); and

•

UK Corporation Tax (CT) paid on the CFC’s income as a
result of the CFC having a permanent establishment in
the UK.

This is subject to an exception for lending incidental to an
exempt trade/property business, or a business of holding
shares in subsidiaries.
However, profits within Chapter 5 which would otherwise
pass through the gateway test may qualify for full/partial
exemption (at least 75%) from a CFC charge under the
finance company exemption in Chapter 9.
This would be available if the loan is made to another CFC
under common control with the lender (referred to as a
qualifying loan relationship). These profits will not, however,
qualify for exemption under Chapter 9 if the profits fall
within the charge due to SPFs carried on in the UK.

FOREIGN PERMANENT ESTABLISHMENTS
Section 18A of the Corporation Tax Act 2009 allows UKresident companies to make an irrevocable election
to exempt the profits of all its foreign permanent
establishments from UK CT.

Chapter 9 replaces Chapter 5 if a claim is made by the
chargeable company. A claim brings all the CFC’s qualifying
loan relationships into Chapter 9 provisions however profits
from other loan relationships can still fall under Chapter 5.

Certain restrictions within this legislation prevent abuse
whereby profits that would otherwise remain within the
charge to CT via the CFC rules outlined above are diverted
to an exempt PE.

Where the CFC charge results from capital investment/other
capital contributed to the CFC, as much profit as reflects the
value of work undertaken by the CFC is excluded from the
Chapter 5 charge.

This ‘anti-diversion’ rule is set out at Sections 18G–18HE
of the Corporation Tax Act 2009 and includes modified CFC
rules which bring diverted profits back within the charge to
UK tax.

If the financial profits arise from a trading activity, then
Chapters 4 and 6 of Part 9A TIOPA 2010 should be
considered instead.

Effectively this means that profits of exempt permanent
establishments cannot be artificially diverted from the UK
and escape the CFC rules.
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THE GLOBAL REPORTING
INITIATIVE (GRI)
A comparison
We look at country-by-country reporting disclosure with the
Organisation for Economic Co-operation and Development’s
CbC report

Tax transparency has been a hot topic for many years, and
the recent Tax Transparency in Africa 2021 report (26 May
2021) again highlights the crucial role of tax transparency
and exchange of information in helping African governments
stem illicit financial flows and increase domestic resource
mobilisation.1 Two international tax reporting mechanisms, the
Organisation for Economic Co-operation and Development
(OECD)’s country-by-country reporting requirement, which
was introduced to South Africa in 2016, and the more
recent GRI 207: Tax Sustainability Reporting Standard2, are
designed to create tax information disclosure requirements
for multinational entities (MNEs), but with different focus and
obligations.

BACKGROUND
The Standard is designed to enable organisations to better
understand and communicate information about their tax
practices publicly.3 The Standard came into effect on 1 January
2021 and compliance is currently voluntary but contributes to
a positive environmental, social and governance sustainability
position of the MNE, if applied. It consists of the following
management approach disclosures:4
•

Approach to tax

•

Tax governance, control, and risk management, and

•

Stakeholder engagement and management of concerns
related to tax

In addition to the above, the Standard includes country-bycountry reporting as a topic-specific disclosure:5 ‘Countryby-country reporting involves the reporting of financial,
economic, and tax-related information for each jurisdiction
in which an organization operates. This indicates the
organization’s scale of activity and the contribution it makes
through tax in these jurisdictions. In combination with the
management approach disclosures, country-by-country
reporting gives insight into the organization’s tax practices in
different jurisdictions. It can also signal to stakeholders any
potential reputational and financial risks in the organization’s
tax practices’6 (our emphasis).
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For purposes of this article, the material differences between
the GRI country-by-country (CbC) reporting disclosure and
the CbC report that is required as part of the three-tiered
approach to transfer pricing (TP) documentation issued by the
OECD and followed by South Africa will be considered.

OECD’S CBC REPORT – SOUTH AFRICA
As set out in a previous article,7 CbC reporting became
effective in South Africa for reporting fiscal years of an MNE
beginning on or after 1 January 2016. A CbC report is to be
prepared and filed, normally at the level of the ultimate parent
entity of an MNE group. The information to be collected
and populated is in respect of all entities included in the
consolidated group financial statements and may even extend
to certain group entities, which are not included.
The threshold for an MNE group to be required to file the CbC
report is EUR 750 million consolidated group turnover in the
year preceding the reporting financial year. Where a country’s
currency is not euro, the approximate equivalent amount as
at the end of December 2015 would be used. In South Africa,
the threshold is therefore R10 billion.
The CbC report is submitted on the SARS e-filing platform by
completing the CbC01 form, which has to be submitted no
later than 12 months after the last day of the fiscal year that
is being reported on. The entity obligated to submit the CbC
report has to also submit its local file as well as the group’s
master file via the e-filing platform. Once submitted, SARS will
review the information provided for completeness and issue
either an acceptance or a rejection letter. SARS has recently
upgraded its CbC online system, providing for an XML file
upload functionality as opposed to the manual completion of
the CbC01 form. The goal is to ultimately move away from any
manual completion process.

OECD CBC REPORT REVIEW
Earlier in 2020, the OECD issued a public consultation
document in respect of a review of the CbC reporting
mechanism. During May 2020, the OECD then held public
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consultations with reference to the various comments it
received. The purpose of the meeting was to obtain input, and
discuss specific suggestions, as to how CbC reporting can,
and must, be improved/amended going forward to ensure
it continues to meet its objective, which is to support tax
administrations in the high-level detection and assessment
of transfer pricing and other Base Erosion and Profit Shifting
(BEPS)-related risks (https://www.oecd.org/tax/tax-policy/
corporate-tax-statistics-country-by-country-reporting-FAQs.
pdf). Such a review was mandated in terms of OECD BEPS
Action 13 to take place at the end of 2020.8
During the consultation meetings, various aspects of the
GRI were discussed and comparisons drawn between the
Standard and CbC reporting. In addition, one of the points
the OECD specifically questioned in terms of the public
consultation document was whether consolidated rather
than aggregated data should be used for CbC reporting.9 The
benefits and challenges of each approach were highlighted,
with the benefits being aligned with the reason why a
consolidated approach has been adopted in terms of the
Standard. ‘By ignoring transactions between constituent
entities in the same jurisdiction, consolidated data focuses
solely on results from transactions with third parties and with
other parts of the MNE group. This provides a more accurate
picture of an MNE group’s results in each jurisdiction where it
has operations and, in most cases, is likely to be more useful
to a tax administration in conducting a high-level assessment
of transfer pricing risk and other BEPS-related risks or in
conducting economic and statistical analyses. In contrast,
aggregate data can distort a number of key metrics used
by tax administrations.’10 The Standard highlights that when
revenues are aggregated this ‘could result in local revenues
being double-counted, which might create a misleading
impression about the organization's scale of activity in a
jurisdiction’.11
Furthermore, challenges of adopting a consolidated approach
were based on practical reasons: ‘[F]or example, several
stakeholders commented that an approach that required an
MNE group to distinguish between related party revenues
and third party revenues should be possible, but to require
related party revenues to be treated differently depending
upon whether they were received from a constituent entity in
the same jurisdiction or in a different jurisdiction could prove
excessively burdensome on MNE groups.’12
During the public consultation meetings, various stakeholders
proposed that an MNE’s CbC report should be made public.
However, several MNE representatives vigorously opposed
this proposition. They based their resentment towards the
publication of CbC reports on the significant risk associated
with CbC report information being reviewed without any
context provided. In addition, it was submitted that the
information in the reports would be interpreted by individuals
with no tax technical background. It was further stated that
this would undoubtedly result in incorrect assumptions
being made. The reputational risk and associated cost to
avoid the last mentioned would place a significant additional
administrative and financial burden on MNEs. However,
opposing arguments brought forward in this regard pointed
out that MNEs required to submit a CbC report have the
financial means (with reference to the EUR 750 million
threshold) to address any of these additional burdens.
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Specific suggestions made during the consultation
meetings did however include the alignment of the
Standard with the OECD CbC report template. It was
contended that it does not make sense to have two
different CbC reports, each report generated by applying
different principles.
That said, the publication of CbC information, including
an aggregated versus a consolidated data approach,
has become moot for MNEs reporting under the GRI
for sustainability purposes. As of 1 January 2021, many
MNEs are obliged to submit a CbC report for OECD TP
documentation purposes, which remains a document of
a confidential nature. However, in addition, this document
also fulfils the Standard disclosure requirements (noting
the differences below), and this information will need to be
made available within the public domain.

MAIN DIFFERENCES BETWEEN THE OECD
CBC REPORT AND THE STANDARD
The jurisdictions to be included are with reference to
entities that are consolidated in the MNE’s financial
statements under applicable accounting rules13 (OECD CbC
report). The OECD CbC report specifically provides inter
alia that any business unit that is excluded from the MNE
group’s consolidated financial statements only because
of size or on materiality grounds qualifies as a constituent
entity and must form part of the CbC report.14 However, the
Standard appears to be broader in that it requires entities
included in the consolidated financial statements and
highlights that if ‘the reporting organization cannot report
all required information for all the tax jurisdictions reported
in Disclosure 207-4-a, it may use reasons for omission
as set out in GRI 101: Foundation 2016 … If complete
reporting for a tax jurisdiction is not possible because the
organization holds a minority shareholding or is the nonoperating joint venture partner in an entity, the organization
may specify that this information is unavailable as the
reason for omission and provide a reference to the majority
shareholder or operating partner.’15
The last-mentioned ‘entities’ include permanent
establishments of an entity and dormant entities.
The Standard only requires the names of the entities
together with the primary activities of the organisation. It
specifically determines that reference can be made to any
publicly available information for a list of all the entities per
tax jurisdiction as opposed to listing all the entities again to
comply with the Standard. Furthermore, ‘the organization
can provide a general description such that a report reader
can clearly identify the organization’s main activities in the
jurisdiction, for example, sales, marketing, manufacturing,
or distribution. The organization is not required to list the
activities of each entity in the jurisdiction.’16
The OECD CbC report requires additional information
which includes each entity’s address, company
registration number, tax reference number and country of
incorporation. The primary activity of each entity must be
reflected, and not an overall jurisdiction approach as applied
by the Standard. In addition to the above, the following is
highlighted:
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OECD
CbC
report

GRI
207-4

Stated capital

√

X

Accumulated
earnings

√

X

Profit/loss before
income tax

√

√

Comments

The Standard: consolidated profit/loss before tax for all its resident entities in the
jurisdiction
The OECD CbC report: sum of the profit (loss) before income tax
Subsequent OECD guidance has confirmed that dividends must be excluded from the
profit/loss before tax amount.17 The Standard is silent thereon

Revenue – unrelated

√

√

Revenue – related

√

√

The Standard specifically requires intra-group revenue with other tax jurisdictions,
whereas the OECD requires the sum of revenues from transactions with associated
enterprises. Although reporting of intra-group transactions within the same jurisdiction
is not required by the Standard, it can be reported on separately. Refer to the
discussion regarding ‘aggregate’ and ‘consolidated’ information above.
The OECD guidance states that revenues should include revenues from sales of
inventory and properties, services, royalties, interest, premiums and any other
amounts. Revenues should exclude payments received from other constituent entities
that are treated as dividends in the payor’s tax jurisdiction.18 Further guidance on actual
implementation confirmed that extraordinary income and gains from investment
activities are to be included in revenue and that any income items shown in the income
statement need not be adjusted from a net amount.19
The Standard only highlights that the ‘organization can also report other sources of
revenue, for example, dividends, interest, and royalties, where this is standard practice
in the sector of the organization’.20

Revenue – total

√

Income tax paid

√

X
The Standard makes it clear that this includes cash taxes paid by entities to the
jurisdiction of residence and to all other jurisdictions (for example withholding taxes
incurred in other tax jurisdictions). ‘If the tax paid includes a significant amount of
withholding tax, the organization can explain this. If taxes are incurred in other tax
jurisdictions, the organization can report the amount of tax paid to the other tax
jurisdictions separately and identify the jurisdictions where the tax was paid.’21
The OECD Guidance is aligned to the above, although withholding tax suffered cannot
be reported separately
Subsequent clarity was however provided by the OECD in that cash taxes paid include
actual payments in fulfilling inter alia a previous year of assessment’s tax obligations.
Income tax accrued and income tax paid must be reported independently22

Income tax accrued

√

√

Both reports are aligned in that they include corporate income tax accrued with
reference to the period reported on but exclude deferred tax and provisions for
uncertain tax positions

Tangible assets,
excluding cash and
cash equivalents

√

√

The OECD requires the sum of the net book values of tangible assets, whereas the
Standard requires the consolidated total of the net book values of tangible assets for
all its resident entities in the jurisdiction. The OECD guidance specifically highlights that
tangible assets exclude intangibles or financial assets

Number of
employees

√

√

Both disclosures require a consistent approach to be applied between all jurisdictions
and reporting periods. Furthermore, a full-time equivalent calculation is allowed by both,
but the Standard also provides for the actual head count. The Standard determines that
‘the organization may report the number of workers (excluding employees) performing
the organization’s activities, if this helps explain the organization’s scale of activity in
the jurisdiction’. Workers are defined to include inter alia interns and persons ‘working
for organizations other than the reporting organization, e.g., for suppliers’.23 Suppliers
are specifically defined in terms of the Standard
The above is largely aligned with the OECD guidance stating that ‘independent
contractors participating in the ordinary operating activities of the Constituent
Entities’24 can be reported as employees. It is not broad enough though to include
persons working for suppliers
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Reasons for the
difference between
corporate income
tax accrued on profit/
loss and the tax due
if the statutory tax
rate is applied to
profit/loss before tax

OECD
CbC
report

GRI
207-4

x

√

Comments

ADDITIONAL INFORMATION

REFERENCES

Even though not compulsory, companies are encouraged to
also report on the following in terms of the Standard:

1 h
 ttps://www.oecd.org/tax/transparency/documents/tax-transparency-andexchange-of-information-can-help-africa-stem-illicit-financial-flows-and-increasedomestic-resource-mobilisation.htm, accessed 16 June 2021.

•

Total employee remuneration

•

Taxes withheld and paid on behalf of employees

2 h
 ttps://www.globalreporting.org/media/sfcpcrt4/gri-207-tax-standard-2019factsheet.pdf?id=1616, accessed 16 June 2021.

•

Taxes collected from customers on behalf of a tax
authority

•

Industry-related and other taxes or payments to
governments

•

Significant uncertain tax positions, and

•

Balance of intra-company debt held by entities in the tax
jurisdiction, and the basis of calculation of the interest
rate paid on the debt

CONCLUSION
As discussed, the Standard and the OECD’s CbC report
require similar disclosure with the GRI being focused on
public disclosure whereas the OECD’s CbC report is meant
for tax administrations. While there are differences regarding
content and audience, both aim at enabling tax transparency
by MNEs. While MNEs have been forthcoming and deeply
involved in discussions, commenting and advising with a
view to improving tax transparency, creating both sets of
documentation require significant administrative coordination
and effort.
Following various international, regional and local initiatives to
improve transparency the compliance burden of MNEs, within
the international tax arena, has more than doubled over the
last couple of years. It is submitted that large MNEs cannot
afford to not stay close to international tax developments,
since non-compliance can result in not only monetary
penalties but also significant reputational damage.
However, it should also be considered that while setting
international guidance and rules to achieve improved tax
transparency, particularly on the African continent, it must also
be noted that actual implementation of the various tax rules
applied in different countries and across borders by MNEs
is cumbersome, difficult and expensive and requirements
should not lead to unnecessary duplication of reporting
requirements.
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TAX
TREATMENT

OF CUSTOMER LOYALTY

programmes
Customer loyalty
programmes have become
a common tool employed
by organisations to
entice customers, both in
South Africa and globally.
Currently more than 100
organisations in South
Africa offer CLPs to their
customers in some shape
or form
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INCOME TAX TREATMENT IN THE
HANDS OF THE SUPPLIER
A customer loyalty programme (CLP) can be defined
as a programme where customers accumulate points
or miles based on the purchase of goods or services
from a supplier and where said points or miles can
be redeemed at a later stage for goods, services or a
discount on a next purchase transaction at the supplier.
In 2015, the author investigated the income tax
consequences of a CLP transaction in the hands of
the supplier. At that time, the South African Revenue
Service (SARS) had issued no specific guidance as to
the treatment of CLPs. CLP expenditure meets all the
requirements of section11(a) of the Income Tax Act,
namely expenditure or a loss not of a capital nature,
actually incurred and in the production of income (for
carrying on a trade).
The question that arose at the time was when the CLP
expenditure would be deductible – when points or miles
are granted or only when benefits are delivered when
the point or miles are redeemed? The author found
that expenditure incurred in terms of the CLP will be
deductible under section 11(a) once the points or miles
are granted or the cashback rewards are issued. This
finding was supported by the Caltex Oil (SA) Pty Ltd
v SIR case where it was determined that ‘expenses
actually incurred’ does not mean expenditure actually
paid during the year of assessment but means ‘all
expenditure for which a liability has been incurred during
September 2021

the year, whether the liability has been discharged
during that year or not’.
In 2016 SARS issued a binding class ruling (BCR 055)1
determining the income tax and value-added tax
consequences for suppliers making customer loyalty
payments. The ruling stated that the CLP allocations will be
deductible under section 11(a) in the year of assessment in
which the points or miles are granted (in agreement with
the author’s (2015) finding).
In May 2021, the Constitutional Court ruled out any
uncertainty regarding the income tax treatment of a CLP
transaction in the hands of the supplier when it determined
that suppliers offering CLPs cannot claim a deduction for
future CLP expenses (when points or miles are granted).
In this case (Clicks Retailers (Pty) Limited v CSARS) the
supplier (Clicks Retailers (Pty) Limited) argued that the
future CLP expenditure is deductible under section 24C
of the Act. Section 24C provides a deduction for certain
future expenditure that will be incurred by the taxpayer in
the performance of its obligations under a contract from
which it has derived income. This section therefore grants
taxpayers an allowance for future expenditure against
income already received (and included in ‘gross income’).
The supplier was of the opinion that they had met the
requirements in section 24C, as the income earned from
the sales transaction with CLP members was used to
finance future obligations to deliver goods or services when
points or miles were redeemed. The court, however, found
that the obligation to incur future CLP expenditure came
September 2021

from the CLP contract and not from the sales contract
that resulted in the income. This ruling overrules BCR 055
having income tax implications for all South African CLPs.

OTHER CLP INCOME TAX CONSEQUENCES
To date, SARS has issued no specific guidance relating to
the income tax treatment of CLP transactions in the hands
of the customer. In practice, these amounts are not taxed
even though Brink and Viviers (2012)2 illustrated that when
a customer earns point or miles in terms of a CLP, all the
requirements of the ‘gross income’ definition are met and
that the value of the points or miles or cashback rewards
should be included in the customer's gross income. Brits
(2013)3 agreed by stating that awards received under a CLP
have a monetary value and should be included in the gross
income of taxpayers.

REFERENCES
1 The class binding describes the specific CLP transaction to whom the binding
applies.
2 SM Brink and HA Viviers, 2012, Inkomstebelastinghantering van
kliëntelojaliteitsprogram-transaksies in Suid-Afrika, Journal of Economic and
Financial Sciences, 5(2):437−458.
3 P Brits, The taxation of interest earned in customer loyalty award programmes
in South Africa, ATINER'S Conference Paper Series No LAW2013-0872, 2013.
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WHY ENTREPRENEURS

need accountants

Accountants are not always the most imaginative or inspiring
people in the group. They are, however, often the most organised
and detail-oriented

Being an entrepreneur is often seen as exciting, with
nail-biting moments waiting for bank approvals and
heart-racing decisions about new locations to open.
Unfortunately small details can very often be the
difference between success and failure and that is
where accountants shine. Slow and steady does win the
race. In practice, we find that the single biggest obstacle
facing entrepreneurs is securing finance. The reasons
are usually three-fold:
•

Lack of financial security to offer lending institutions

•

Lack of a clear business plan with realistic and
achievable financial projections

•

Lack of understanding of the legal requirements
for operating through a particular structure in a
particular industry

There is often very little that accountants can do to
assist with point one – lenders are either comfortable
operating at risk or they aren’t. For points two and
three, however, accountants have the skillset to make
a difference. The preparation of a business plan and
financial projections is often the first step to preparing
a credible business proposition, however, we find it is
often the main document that entrepreneurs lack. What
is not always readily understood is that the business
plan and financial projections are not ‘just another
document the banks need’ but a roadmap to success
and failure. It is through properly understanding the
value proposition of the business and the way the
business will generate profits, along with the necessary
assumptions (which need to be rigorously assessed),
which will determine whether the business will succeed
or fail. Accountants have a critical role in this process,
both with teasing out the relevant details from the
entrepreneur but also in the overall assessment of
whether the business makes sense or not. It is OK to
tell your client that their idea is not a good one.
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Entrepreneurs are often A-type personalities, full
of energy and ideas and eager to get things done.
Accountants are also often A-type personalities who
don’t take well to being ignored. This can create
an uncomfortable environment between client and
accountant. Given that the accountant often has little to
lose, battling with a client who will not take advice often
doesn’t seem worth it and it thus becomes easier to
simply ignore our inner voices and simply do what the
client requests. I would assert that this is often where
we go wrong – we have a voice and we need to use
that voice. We know the legal and practical realities of
what must be done and we need to emphasise those
requirements, whether the client wants to hear them or
not. In the long run, it is this level of advice that will be
the difference between a loyal, successful client and a
client who is merely using your services for compliance
with no loyalty.
Accountants undergo rigorous technical training and
practical training before being allowed to use the CA(SA)
designation. I often see young accountants who shine
in their studies fail miserably when it comes to making
a difference in the lives of their clients. The question is
‘why’. Is it their work ethic? Most likely not – without
the correct mindset, it is highly unlikely that people will
pass their studies and the entry examinations for the
profession. Is it their personality? Again, most likely not
– the SAICA assessment and training process ensures
that all aspects of a trainee’s personality are regularly
assessed before they are judged as competent. What is
the issue, then? What makes the difference between a
great accountant and, essentially, a compliance officer.
Let’s take a few real-life examples: I recently
encountered an ecologist with a passion for public
service, wanting to create a profitable, sustainable
business for her children. Was the goal purely altruistic?
Was the goal purely profit driven? How could she attract
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We bring order and
clarity to what can often
seem a chaotic and
unstructured process.
We ask the right
questions, at the right
time and assess those
answers for reasonability

Or the successful farmer quickly approaching retirement
age with the opportunity to invest in a new venture
which could create multi-generational wealth for his
family, at the potential cost of his retirement or even
worse, create a financial burden for his family for
decades to come?

of the above three scenarios are feasible. Conversely,
only one of the three would likely be offered bank
finance. And yes, the two that are feasible are different
to the one that the bank will finance. We cannot
measure our success as accountants by the success
of obtaining finance. We need to hold ourselves to
a higher standard. Banks are businesses run for the
benefit of shareholders. The sustainability of their client
businesses is not their main consideration – the security
of their loans is.

Or the young divorcee who has lost half of his business
in a divorce settlement and needs to find and create
a new wealth-generating business for his son and
himself? He decides to take a chance on a completely
different business direction and now finds himself, in
little over a year, in one of the best financial situations of
his life.

Unfortunately, our profession is continuously in the
spotlight for all the wrong reasons, mostly linked to
compliance work. It is time that we highlight the critical
role that accountants play in making dreams come true
and keeping the wheels of business in motion. We are
not just compliance driven and we need to work hard to
demonstrate that fact.

What value does the committed accountant offer
these clients versus the disinterested, disillusioned
accountant? A must watch movie for any deskbound
office-worker is Office Space (seriously, you need to
watch it). A group of disillusioned software engineers
explore the world of cybercrime and mostly succeed
except for, as one of the protagonists puts it, ‘a
mundane detail’. That mundane detail ultimately leads
to the downfall of an otherwise effective scam. And it is
often these mundane details that trip up entrepreneurs
with good (and legal of course) ideas. It is in this space
that accountants shine. We bring order and clarity
to what can often seem a chaotic and unstructured
process. We ask the right questions at the right time and
assess those answers for reasonability.

We need to recognise and promote the fact that not
all accountants are auditors. And not all roles that
accountants play in the business of their clients are
in the context of being an auditor. We are skilled
business partners, often putting our time at risk to help
entrepreneurs grow their businesses. It is only through
constantly working to change the stigma associated
with auditors (and thus accountants) that our clients
and all the other stakeholders will begin to appreciate
the critical role accountants play in the success of
entrepreneurs.

It is through systematically interrogating the various
facets of these opportunities and setting out the steps
required that accountants can distil and ultimately
evaluate the likelihood of success of each. Only two
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No Doge-ing

THE TAX BILL
SARS is tightening tax collection on cryptocurrency transactions,
which makes it important to distinguish between events that will
trigger tax at income tax rates or CGT rates

Have you (i) sold your cryptocurrencies (crypto); (ii)
exchanged one crypto for another crypto; (ii) purchased
goods and services using crypto; (iii) mined or forked
for crypto; (iv) received staking rewards in crypto; (v)
then sold your staking rewards; (vi) received airdrops of
crypto; or (vii) used crypto as collateral for loans? If you
answered yes to any of these questions, remember your
taxes!
The South African Revenue Service (SARS) is
increasingly auditing taxpayers’ crypto holdings and
trading activities. It has also requested information from
certain South African crypto exchanges, including Luno,
about users on the platform and their transactions.
SARS has not issued an interpretation note on the
tax implications of crypto assets. Crypto is defined
as a ‘financial instrument’ in the Income Tax Act 58 of
1962 (ITA), as opposed to ‘currency’ which would have
excluded crypto gains from the ambit of capital gains
tax (CGT). This means that the intention of the taxpayer,
supported by objective factors such as length of holding
and frequency of trades, would determine whether the
crypto gains are revenue (taxed at a maximum of 45%)
or capital in nature (taxed at a maximum of 18%).

DISPOSAL OF CRYPTO

The Krugerrands were sold to inject capital into a new
business. In ITC 1526, the taxpayer held Krugerrands
from eight months to nine years. They were purchased
to provide a store of wealth for the taxpayer's children
and protection from inflation. They were sold for various
reasons, including to make improvements on and
purchase properties. The Tax Court held in both these
cases that the Krugerrands were held on revenue
account and subject to income tax rates.
It may thus be practical to use different wallets for
trading cryptos and holding cryptos for long-term gains.

BARTER TRANSACTIONS
The gain when one crypto (A) is exchanged for another
(B) is the difference between the market value of B
and the acquisition cost of A. If A was held or acquired
on a revenue account, the difference will be taxed as
income (45%). Otherwise, if held on capital account, the
difference will be subject to CGT (18%).
It can be difficult to determine the market value and
acquisition cost of crypto in ZAR. We suggest that the
spot rate should be used for the transactions. Schedules
of rates and transactions should be compiled on the
calculated gains or losses on the tax return.

The disposal of crypto as a financial instrument is a
taxing event. It may, however, be hard for taxpayers to
prove that their crypto investment gains fall within the
CGT net, as there are no capital deeming rules in the ITA
for crypto, such as the three-year rule for equity shares.

The same principles would apply where the taxpayer has
purchased goods or services with crypto. The difference
between the market value of the goods or services and
the acquisition cost of the crypto would be subject to
income tax (45%) or CGT (18%), depending on whether
the crypto was held on revenue or capital account.

In determining the intention of the disposal, SARS
may be guided by cases involving the disposal
of Krugerrands. In ITC 1525, the taxpayer held
Krugerrands for 12 years and the purchase was made
with the intention to provide funds for a rainy day.

Assessed losses from trading in crypto may be ringfenced. It might not be possible to offset these losses
against any other income of the taxpayer if the taxable
income and losses of that taxpayer (adding back
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assessed losses from the current and prior year) are
more than R1 577 300 for the 2021 tax year. There are,
however, exceptions to this rule (section 20A(2)(b)(ix)).

STAKING/MINING/FORKING/AIRDROPS
If a taxpayer derived crypto from mining or forking,
then the gains would be subject to income tax (45%)
since they are derived from conducting a trade. If the
taxpayer’s intention was to hold the crypto as a longterm investment, then they will be subject to CGT (18%)
on any gains.
Staking rewards are also taxed at income tax rates, and
are, for now, unlikely to meet the definition of ‘interest’
in the ITA. This means that the annual interest exemption
for individuals cannot be set off against staking rewards.
Further complexities arise when staking rewards are
sold. For example, assume a taxpayer received staking
rewards with a market value of 80 at the time of receipt.
That 80 would be subject to income tax as it is akin
to interest (without the annual interest exemption).
Assume next that the staking reward is sold for 450
after five years. The difference between 450 and 80
is the gain on the disposal. This gain may be taxed at
CGT rates (18%) not income tax rates (45%), again
depending on the intention of the taxpayer at disposal.
If the taxpayer receives new crypto through airdrops
on existing crypto held, this is akin to the distribution
of new financial instruments based on existing financial
instruments held. Once again, the taxpayer’s intention
in holding the existing crypto, frequency of trading,
how long they were held, etc would be factors taken
into account to determine whether the new airdropped
crypto would be held on revenue or capital account.
If held on revenue account, the market value of the
new airdropped crypto would be subject to income
September 2021

tax (45%) and if on capital account, CGT (18%). It is
irrelevant that the value of the crypto airdropped was
not converted to ZAR. Income is subject to tax when
received or accrued, and there is accrual when there
is an unconditional entitlement to the crypto/income.

CRYPTO USED AS COLLATERAL
In our view, when crypto is used as collateral for a
loan, there is no disposal of the crypto and no taxing
event. Where the taxpayer is the lender and receives
interest in crypto, then the market value of the
crypto would be subject to income tax (45%). In this
situation, we would argue that the annual interest
exemption should apply.
We recommend that taxpayers seek advice to ensure
that their crypto gains are reported correctly in their
tax returns. The volatility and high-risk nature of
this asset class should not be compounded by an
unexpected tax bill!
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Tax considerations following the recent

CIVIL UNREST IN
SOUTH AFRICA

As taxpayers begin to count the cost of the damage caused by the
looting and riots that swept South Africa in mid-July, no doubt tax
considerations will arise.
This article focuses on the claiming of losses against income tax and the
rules that govern the ability to claim rollover relief for the replacement of
capital assets that qualified for allowances and that were insured

LOSS OF TRADING STOCK
The loss of uninsured trading stock through looting or fire
would typically be an income tax-deductible loss (refer ITC
1060 (1993) 26 SATC 313 (T) and SARS Interpretation Note
80 (5 November 2014)). The loss can be carried forward to
future tax years for set off against future income.
Where the taxpayer is not a sole proprietor (for example if
the taxpayer is a company), the tax loss can only be carried
forward if the taxpayer continues to trade and derives
income from carrying on the trade in future years.
In his 2020 budget speech, Minister Mboweni announced a
proposal to limit assessed losses carried forward. In terms
of the proposal a taxpayer will be allowed to set off only
80% of taxable income against an assessed loss carried
forward and will thus pay tax on 20% of taxable income.
Due to COVID-19, the proposal was pushed out to take
effect for years of assessment commencing on or after 1
January 2022. It may well be pushed out further.
Per section 23(c) of the Income Tax Act (ITA), no allowance
is permitted for an amount that is recoverable under a
contract of insurance. A loss of trading stock that is insured
can therefore not be claimed against income tax. Section
23(c) not only applies to prohibit the deduction of a loss
that is recovered through insurance in the same year of
assessment but also to losses that the taxpayer expects to
recover from insurance in a future year. Taxpayers should
make sure that there is reasonable certainty that the
insurer will pay out, failing which they could miss out on the
opportunity to claim their losses against income tax.
Although the law is not clear on this aspect, if the loss has
not been deducted against income tax by reason of section
23(c), the taxpayer should not be required to include the
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insurance pay-out in gross income as a recoupment or as
compensation for a loss of profits.

SCRAPPING ALLOWANCES
If taxpayers have been claiming allowances on assets under,
inter alia, section 11(e) containing the general wear and
tear allowance provisions, section 11D the research and
development incentives, section 12B articles used in the
production of renewable energy, section 12C machinery and
equipment used in the process of manufacture or for the
storage or packaging of agricultural products, or section 12E
deductions in respect of small business corporations, they
may qualify for a scrapping allowance under section 11(o) of
the ITA if these assets have been destroyed.
No allowance is permitted, however, to the extent
that the asset is fully depreciated or if the losses are
insured. Therefore, taxpayers who are not insured or are
under insured, are advised to explore the availability of
scrapping allowances. That said, the rules dealing with
scrapping allowances are complex and detailed analysis is
recommended to maximise the ability to claim.
Taxpayers claiming manufacturing allowances under section
13 or commercial building allowances under section 13quin
cannot claim a scrapping allowance. However, they may
still qualify for the annual allowance for the current year,
subject to any recoupments that must be considered or any
insurance pay outs that may be due.

RECOUPMENTS AND CAPITAL GAINS TAX
ROLLOVER
Ordinarily, where a taxpayer is insured, the proceeds from
insurance are treated as a recoupment for income tax
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purposes and included in the income of the taxpayer to
the extent of capital allowances claimed. This means that
prior amounts claimed for wear and tear purposes could be
added back to the taxpayer’s income. The extent of the addback would depend on the recovery value.
However, in the case where assets are stolen or destroyed,
the taxpayer may elect to apply paragraph 65 of the Eighth
Schedule to the ITA. In so doing, no immediate recoupment
arises. Rather, the recoupment is effectively deferred
until the new asset is acquired and becomes depreciable,
at which stage adjustments are made to the amount of
depreciation that may be claimed on the replacement asset
to take into account the deferred recoupment.
Adjustments are also made to account for any deferred
capital gain, as explained below. The need to claim a rollover
would only be necessary for taxpayers who have insurance
on their assets (or become entitled to some other form of
compensation), as there is no likelihood of a recoupment
or capital gain for taxpayers who have lost assets that were
not insured. Such taxpayers should consider the extent of
losses available to them, whether under the section 11(o)
allowance explained above or the capital loss rules.
Paragraph 65 of the Eighth Schedule to the ITA provides
a rollover for capital gains on assets that are, inter alia,
stolen or destroyed. There is no official form to complete to
claim the rollover, but rather the taxpayer must disclose its
election when completing its annual income tax return.
In the event of an audit by SARS, the taxpayer must be able
to show evidence that the requirements of the paragraph
are satisfied. The rollover is also available in cases where
only part of the asset is lost, for example by way of a fire
that only destroyed part of a manufacturing plant.
In addition to the loss of the asset through theft or
destruction the following must be present for paragraph 65
to apply:
•

The asset must be insured so that the taxpayer
becomes entitled to an insurance pay-out (or
the taxpayer must be entitled to some form of
compensation)

•

The insurance pay-out must be equal to or exceed the
base cost of the asset (in other words, a capital gain or
break-even situation must arise)

•

The insurance proceeds must be used entirely to
acquire the replacement asset (if the insurance
proceeds exceed the cost of a replacement asset, the
rollover will not apply)

•

The replacement asset must fulfil the same function as
the asset that was destroyed or stolen

•

The asset must be located and used in South Africa,
for example in the case of a movable asset, it must
be used in a business conducted in South Africa
(ie, be attributable to a South African permanent
establishment)

•

The contract for the replacement asset must be
concluded within 12 months of the disposal of the
asset

•

The replacement asset must be brought into use within
three years of the disposal of the asset

•

The Commissioner may, on application by the taxpayer,
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extend the 12-month and three-year periods by no
more than six months if all reasonable steps were
taken to conclude those contracts or bring those
assets into use during the permitted timeframe, and
•

The asset must not be deemed to have been
disposed of and to have been reacquired by the
person. For example, the relief will not apply in a
‘degrouping’ situation in which a deemed disposal
and immediate reacquisition is triggered.

Therefore quite a number of requirements must be met
before seeking to rely on these provisions and the timing
rules are very important. Before seeking to apply these
provisions, taxpayers should be fully satisfied that they
meet the requirements having regard to their specific
circumstances.
Once satisfied and the election is made, the capital gain
is disregarded in the year of disposal, subject to the
following:
•

The capital gain must be spread in proportion to the
capital allowances permitted on any depreciable
capital assets, and

•

Any remaining capital gain not taxed under the
apportionment rules will be taxed when the
replacement asset is finally disposed of.

If, however, the timing rules are not met, then the capital
gain will be taxed sooner.
The net effect of the deferred recoupment and capital
gains tax provisions is likely to be that allowances on
the new assets are negligible for the first few years of
operation.
Where more than one asset is lost, the law prescribes
a formula to spread the capital gain across the various
assets being replaced. We envisage that, given the level
of destruction seen from these riots, there will be a need
to perform extensive calculations to fully comply with
these provisions.
It is important to understand that under paragraph 13
of the Eighth Schedule to the ITA, an insured asset
will only be disposed of on the date on which the full
compensation in respect of the asset is received. It
is therefore important to disclose the disposal in the
correct year of assessment. This is an important date to
recognise as it also impacts the timing of the 12-month
and three-year periods noted above.

CONCLUSION
While there are various allowances in South Africa’s tax
laws that provide relief to taxpayers who have suffered
damages and loss during a tax year, deciding whether
they apply in particular circumstances is complex.
Taxpayers are therefore advised to seek advice on the
implications of claiming the costs of damage and loss
against income tax.
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Africa’s brick-and-mortar economic environment

AND ITS READINESS
FOR CHANGE

The global economy of today is not the brick-and-mortar environment it
was built upon centuries ago, and the more countries that realise this
the faster they might find a solution to improving tax revenue collection
from this ‘digital economy’. This is not only relevant to South Africa, but
the African continent as a whole

The COVID-19 pandemic has illustrated that the
‘digital economy’ and what many consider the ‘normal
economy’ do not differ in economic circumstances
but differ depending on who is assessing it. It can be
argued that the digital economy is the global economy,
and the Organisation for Economic Co-operation and
Development (OECD) agrees. However, the issue
everyone agrees on is the pertinent one. For instance,
one often hears about the ‘digital economy’ and about
how we need to tax the ‘digital economy’ appropriately,
or you hear that some countries are missing out on tax
revenue due to the ‘digital economy’. The accuracy of
this can be argued from various points of view, but as
soon as the OECD countries have decided on a point of
view, those outside have to decide to tag along or forge
their own path, even when everyone wants the same
thing in the end.
In June 2018, the OECD and the African Tax
Administration Forum (ATAF) signed a renewal of
their memorandum of understanding until June 2023,
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agreeing to continue to work together to improve
the tax system of African countries. In 2020 the
OECD released its Pillar One and Pillar Two blueprints
which aim to create a single set of consensus-based
international tax rules to address the Base Erosion and
Profit Shifting Project (BEPS) and protect tax bases,
including Africa, while offering increased certainty
to taxpayers. To do this, the OECD wants to focus
on the new nexus (read ‘companies not physically in
the country where it is receiving revenue from’) and
profit allocation rules to ensure that, in an increasingly
digital age, even though a company has no physical
presence in a country, it does business in that country
is still being taxed its fair share. Essentially, these
are suggestions around methods which may allow
countries to tax companies that are more akin to
the digital kind (ie, that have no physical presence)
appropriately.
However, debate has arisen around these methods,
and consensus is yet to be reached before the
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appear to create an unequal playing field between
the automated digital services (ADS) (think Netflix
and Airbnb) and consumer-facing businesses (think
any business where you can see an employee). The
question is which does Africa have more of. If it is the
former, then we need to reassess. From the ATAF’s
point of view, many businesses which one would
consider an ADS do not have a taxable presence in
Africa, hence the ATAF is concerned that none of the
routine profit earned by businesses engaged in ADS
in that jurisdiction will be allocated to that jurisdiction,
which is not entirely equal.
With the concerns voiced, what is the proposed
solution? If you ask certain revenue authorities within
Africa, the solution would be to stick to the blueprints.
Why go against grain? Why does Africa always have
to show itself as the ungrateful child, we need to
be accommodating and follow the developed world
to become part of it. However, should you pose the
question to others within Africa, the ideology might say
go against the grain. In order for Africa to stand on its
own it should forge its own path and be responsive to
the changes suggested by the developed world, and
ensure these changes accommodate Africa, not vice
versa.

proposed finalisation in October 2021 (at the time of
writing). According to the ATAF, the blueprints are too
confusing and will not improve the tax base on the
African continent as envisioned by the OECD, and they
propose their own method. The reason for this is likely
that although Africa has a growing ‘digital economy’,
its tax base mostly remains more aligned to producing
consumer-facing goods than providing digital services.
It should be noted that the call for amending the
blueprints does not entail that neither the ATAF, nor the
continent it represents, is afraid of change, but details
that the ATAF desires the blueprints to be simplified
so they can tax providers of digital services within the
global economy efficiently and appropriately.
Like the United States, the ATAF strongly feels that
Amount A (the market revenue threshold test) is
extremely complex and will do a disservice to African
countries as it will do little in the reallocation of taxing
rights to relevant market jurisdictions. The ATAF is also
concerned that the rules detailed in the blueprints

September 2021

Furthermore, at the time of writing this article, it seems
that the sentiments of the ATAF is shared by more
than just the United States. The Group of Seven (G7)
countries proposed a deal to make MNEs companies
pay more tax. How? By proposing a global minimum
corporate tax rate to avoid countries undercutting one
another and by making companies pay more tax in
the countries where they actually sell their products
and provide their services, not only where they are a
tax resident. These proposals will benefit developing
countries and continue to capture companies which
engage in ADS within a tax base. Should countries
within Africa follow suit with the proposals, Africa
could see increases in tax revenue. The importance of
these proposals indicates that like the G7 countries,
Africa should shift its focus from separating the two
economics and realise that through globalisation, the
global economy is digital and what they want is not too
different from the OECD in the end.
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