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ADAPT OR BECOME IRRELEVANT

GERINDA ENGELBRECHT
EDITOR: ACCOUNTANCY SA

EDITORIAL
In a world where everything seems to become more digital, it is not 
disputed anymore that technological change has repeatedly reshaped the 
workplace. 

And the pace of that change has increased substantially with the 
development of new automation technologies driven by Artificial Intelligence 
(AI). It is not only disrupting the way we work; it is also changing the 
relationship we have with work.

A recent study by McKinsey found that, globally, around half of the work 
people are paid to do could theoretically be automated using technology that 
already exists. It is also suggested that in the very near future anything that 
is a process can and will be run by AI.

And while some fear the impact of AI on their lives, it will also open new 
ways of working. In a survey of the World Economic Forum with global 
Human Resource Directors, 44% said that the principal driver of change 
in the workplace is new technologies which enable remote working, co-
working space and teleconferencing. So, when people say that AI is a 
disruptive force – part of that is the branch of AI known as deep learning. 
It is deep learning algorithms that allow some types of chatbots to ask 
and answer customers’ questions, cars to learn how to drive themselves, 
and companies like Facebook to develop sophisticated photo recognition 
software.

And some even suggest that by 2020 the average adult will have more 
conversations with a chatbot than with their spouse.

As a business leader and influencer in the workplace, you have a big role to 
play in preparing employees for these changes not only through training, but 
by creating ways for employees to transition to new areas of work. To stay 
relevant in the future, companies need to allow for flexibility, spontaneity and 
a more seamless work environment between the virtual and physical.

It is clear that humans will continue to play a central role in the workplace, 
but employees and employers must be open to change and be flexible to 
adapt to the challenges of the deep learning revolution.

SAICA also believe that it is essential to identify the skills that the 
current and the next generation of business leaders need to develop. To 
this end, SAICA has launched a project entitled ‘CA2025: The Chartered 
Accountant of the Future’ in order to look at and develop a competency 
frameworks that codifies the broad range of knowledge, skills, 
professional values (including ethics) and attributes members will need 
to ensure they remain relevant in a rapidly changing world.
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Out Standing
or standing 
out?
The SAICA Top 35 under 35 competition, in association with

Investec, celebrates the best and brightest chartered accountants

in South Africa.

Trailblazers who turn numbers into Out of the Ordinary value.

Leaders who stand up, speak up and shake up their industry in the 

pursuit of excellence.  

If these attributes describe you, or someone you know, visit

www.accountacysa.org.za to enter.

Investec Private Banking, a division of Investec Bank Limited registration number 1969/004763/06. Investec Private Banking is committed to the Code of Banking Practice as regulated by the Ombudsman for 
Banking Services. Copies of the Code and the Ombudsman’s details are available on request or visit www.investec.com. A registered credit provider registration number NCRCP9.

https://www.accountancysa.org.za/top-35-under-35/
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By 1963, at the age of 22, 
Stephen Hawking was given 
two years to live after being 
diagnosed with a rare form of 
motorneuron disease. However, 
his courage and persistence to 
live was inspirational.

In 1974, Hawking outlined his 
theory that black holes emit 
‘Hawking radiation’. Five years 
later he became the Lucasian 
Professor of Mathematics at 
Cambridge University − a post 
once held by Sir Isaac Newton. 
He lived to the age of 76 and 
passed away on 14 March 2018.

Illustration by Liézel Els

Three of his quotes with life lessons are:

The SAICA Board has decided to second the institutes CEO, 
Terence Nombembe, to the Judicial Commission on State 
Capture. The board acceded to the request by the Deputy 
Chief Justice Raymond Zondo, to assist with investigative 
work into state capture.

The secondment is of national importance given the negative 
publicity around allegations of corruption. The inquiry will form 
part of restoring trust in national institutions.

STEPHEN HAWKING’S 

LIFE NOT DOWN AT YOUR FEET

LOOK UP AT
THE STARS&

REMEMBER TO

GIVE UP WORK.
WORK GIVES YOU
MEANING
PURPOSE

&
LIFE IS EMPTY WITHOUT IT

NEVER

&

IT IS THERE & DON’T THROW

IT AWAY
TO FIND LOVE, REMEMBER

IF YOU ARE LUCKY 

ENOUGH 

SAICA CEO 
SECONDED 
TO THE 
COMMISSION OF 
INQUIRY INTO 
STATE CAPTURE

INSPIRATIONAL

The secondment indicates the standing enjoyed by the 
CA(SA) profession in terms of responsible leadership in the 
SA economy.

The request further demonstrates to all our stakeholders that 
the profession still serves in the public interest.

SAICA wishes the Commission and Terence well in their 
respective trust restoration roles.
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THE PERCENTAGE HIV 
INFECTIONS IN THE 
COUNTRY HAS DECREASED 
BY BETWEEN 2009 AND 2016, 
ACCORDING TO THE IRR

MORE WOMEN = 
MORE PROFITS

There is a wealth of research investigating the commercial impact of 
women in leadership. For example, Grant Thornton’s Value of Diversity 
report published in 2015 suggests that the profit foregone by companies 
with male-only boards in India, the UK and the US is a staggering $655 
billion. Peter Bodin, global chief executive officer of Grant Thornton 
International Ltd, notes that gender-balanced businesses will be able 
better to handle the disruption facing every sector. More diverse teams 
make better decisions and are more resilient.

Globally, the percentage of businesses with no women in senior 
management has dropped from 34% in 2017 to 25% in 2018.

COFFEE 
COMPETITION

NENE MEETS 
WITH RATING 
AGENCIES 

The owner of the Frisco coffee brand, AVI, has declared ‘aggressive 
competitor activity’ and will be cutting its instant coffee prices. This is 
after reports of lower revenue and operating profit were released. AVI will 
be up against Nestlé, owner of Ricoffy. Through its Ciro brand, AVI is the 
sole distributor of the European coffee brands Douwe Egberts and Jacobs 
in South Africa.

Nestlé recently invested R1,2 billion to expand its instant coffee 
manufacturing plant in Estcourt, KwaZulu-Natal. The company has also 
invested in chicory farming in KZN and the Eastern Cape.

Source: Business Insider

According to the newly appointed Finance Minister, Nhlanhla Nene, all 
three major sovereign credit-rating agencies seem to have received South 
Africa’s budget positively. Nene and members from Treasury, the Reserve 
Bank, and various other business representatives and investors met 
with Fitch Ratings, S&P Global Ratings and Moody’s Investors Service 
mid-March. However, questions were being asked by ratings agency and 
private investors about the Government’s intentions on land reformation. 
It is still unclear as to whether Moody’s would cut SA’s rating to ‘junk’.

29% 

39% 

WOMEN 

OF SENIOR ROLES 
IN SOUTH AFRICA 
 ARE NOW FILLED BY

CUPS IN 
BRAZIL

CUPS IN 
EUROPE

MORE
THAN

300
456

500

AVERAGE NUMBER OF CUPS 
OF COFFEE SOUTH AFRICANS 
CONSUME, COMPARED TO:

THE

&

SAA ON THE
RUNWAY TO 
RECOVERY
With SAA’s total net loss being a 
staggering R5,6 billion in 2017, it is 
one of Finance Minister Nhlanhla 
Nene priorities to put the state-
owned airline back on track. The 
airline has a fleet of more than 50 
planes with destinations in over 
25 countries. One of the plans is 
to reduce loss-making routes, and 
therefore SAA will be transferring 
some planes to the more profitable 
low-cost carrier Mango Airlines. It 
has also reduced flights to African 
capitals such as Luanda, Abuja and 
Kinshasa.
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RMB 
INTRODUCES 
ROBOTS

WEALTHY KIWIS 
NOT HAPPY ABOUT 
PROPOSED NEW LAW

To improve the bank’s overall efficiency and performance, Rand 
Merchant Bank (RMB) has started to seriously focus on using 
robotics. The first robot, known as Mr Robert Bot, joined RMB on 
1 February 2016. It even has its own employee number. So far, 10 
more robots have been introduced to 14 other projects. This is said 
to enable staff to focus on more complicated, analytical or client-
facing functions.

TOYS ‘R’ US 
SHUTS ITS 

DOORS IN US 
After 70 years of making millions of children happy with 

their vast selection of toys, Toy ‘R’ Us will begin shutting 
down its 735 outlets in the US. In 2005, the company was 

taken over by private equity giants KKR and Bain Capital, 
and real estate investment company Vornado. Since 2012, 

it was reported to have lost $2,5 billion and last year it 
decided to file for bankruptcy with anticipation of shedding 
debt and reinvesting in its stores. However, the turnaround 

strategy failed. In Canada, Europe and Asia business is 
said to be strong, so whether these stores will be saved 
or closed remains uncertain. We hold thumbs for South 

Africa’s toys!

VW’S 
$25-BILLION 
BATTERY 
SURGE

As Volkswagen seriously goes ahead with its plans 
to build three million electric cars a year by 2025, it 
has already managed to secure $25 billion in battery 
supplies. Tesla Inc, the American electric-automobile 
manufacturer, has reported to have been struggling 
earlier this year with production issues of its Model 
3 electric car owing to greater challenges than 
foreseen.

Source: Bloomberg

Ric Kayne, Californian billionaire, is among several businessmen 
who are opposing New Zealand’s new proposed law of banning 
house sales to foreigners, and says that it will lose its wealthy 
investors. With house prices and rent that have doubled since 
2007, Finance Minister Grant Robertson argues that it’s more 
important that New Zealanders can afford buying their first 
home, adding ‘what we want is good-quality investment that 
supports the productivity of the New Zealand economy’. 

Source: Bloomberg

WORLD’S NO 2

MIGHT NOT MEET TARGETS
GROWER 
COCOA

OWING TO THIS SEASON’S
COCOA YIELDING A SMALLER

THE GHANA COCOA BOARD MAY
HARVEST THAN ANTICIPATED,

TO FULLY PAY BACK LOANS OF

$1,3 BILLION
STRUGGLE
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TRIBUTES POUR IN 
FOR TAX EXPERT 
MATTHEW LESTER 
Matthew Lester, Rhodes University accountancy professor and one of 
South Africa’s foremost tax experts, sadly passed away on 12 March 
at the age of 50.  Lester was also well known for his column called Tax 
Talk for the Sunday Times Business Times, which he wrote for many 
years.

Besides being involved with the Davis Tax Committee which 
investigated aspects of the South African tax system, Lester worked at 
a number of institutions, including the South African Revenue Service, 
accounting group BDO, the Department of Accounting at Rhodes 
University, and Rhodes Business School.

2018’S 
HAPPIEST 

PLACE 

CAPE 
DROUGHT HITS 
AGRICULTURE
HARD According to 2018 World Happiness Report, 

Finland is the happiest country in the world. 
Norway, last year’s winner, came in second 

place followed by Denmark, Iceland and 
Switzerland. The report ranks countries on six 
key variables that support well-being: income, 
freedom, trust, healthy life expectancy, social 

support and generosity.

According to a report by the Department of Agriculture and the 
Bureau for Food and Agricultural Policy, the agriculture and agri-
processing sector, which adds goods and services worth R54 billion 
to the economy, has declined by an estimated 20% because of the 
severe drought. Agricultural areas have been required to cut water 
usage by 60% with some areas already having used their entire water 
allocation. 

As Elle South Africa puts it, ‘Fur and Versace have been 
virtually synonymous in fashion since the brand was founded 
by Donatella’s late brother, Gianni Versace, in 1978.’ In a recent 
interview Donatella, Versace’s creative director, stated that it 
isn’t right to kill animals to make fashion, therefore they will no 
longer be using fur. 

VERSACE 
ENDS ITS 
FURRY DAYS
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Cyberattacks like WannaCry, the ransomware worm that 
spread rapidly across a number of computer networks, 
has put serious cybercrime on the radar of South African 
companies. It’s an ever-evolving, exciting, in-demand 
field that has attracted CA(SA) Jordaan Burger. He offers 
some insights into this intriguing world

PREVENTION 
IS BETTER 
THAN CURE

Words Monique Verduyn
Photos André van der Merwe
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Every year brings new IT security 
breaches, but 2017 witnessed some 
of the most destructive and disturbing 
attacks since the dawn of the Internet 
age. Data breaches, virtual bank heists 
and state-sponsored malware attacks 
are becoming alarmingly commonplace. 
With economic crime in South 
Africa hitting record levels last year, 
organisations expect cybercrime to 
become an increasingly disruptive force 
in business over the next 24 months.

According to the PWC Global Economic 
Crime and Fraud Survey 2018, released 
In February, economic crime continues 
to disrupt business, with this year’s 
results showing a steep incline in 
reported instances of economic crime 
in South Africa. We have the highest 
levels in the world, at a staggering 77%. 
The global results were equally dismal, 
revealing the highest level of reported 
fraud and economic crime since PwC 
first began publishing the survey in 2001.

GREATER AWARENESS IN 
SOUTH AFRICA

Jordaan Burger, a CA(SA) and the 
financial director of MWR InfoSecurity, 
a global provider of cyber security 
services, says he believes that the 
figures are the result of heightened 
awareness about cybercrime in 
South Africa. ‘We are seeing a 
definite increase in the knowledge 
and understanding of the extent of 
cybercrime on the part of the South 
African business sector, and that is good 
news,’ he says.

South Africa’s awareness of economic 
crime is indeed higher than the global 
average, with 70% of South African 
respondents indicating high or extensive 
knowledge. Burger attributes this to 
an increasing drive by the information 
security industry to ensure that 
organisations continue to invest in 
fighting crime.

If you run an online dating site, Burger 
says, you are likely to be targeted by 
hacktivists. Banks, on the other hand, 
are more likely to be hit by more severe 
cyber-attack categories such as nation 
states or crime syndicates, but it 
depends what industry and business 
you are in, and what your assets look 
like. ‘It’s tough to determine where 
attacks will originate from,’ he says. ‘On 
the corporate and commercial level, 
they can come from almost anywhere. 

Whether local or international, 
syndicates work on an internal rate 
of return – they seek out the highest 
returns for the lowest effort, and 
they will hit the softest targets first, 
regardless of their location.’

HOW TO SELECT THE 
RIGHT SECURITY 
PARTNER
Choosing a cyber security vendor 
is a significant business decision. 
Here are some of the questions you 
need to consider when making a 
decision:

WHAT IS THE COMPANY’S TRACK 
RECORD?

How long has it been in business? 
What proof do you have of its 
stability and ability to do the 
job? Can the company provide 
references?

WHAT CERTIFICATIONS DOES 
THE COMPANY HAVE?

The certifications and credentials 
of the team are key. Some to 
look out for include OSCP. CREST, 
ISC Certification, GIAC Certified 
Intrusion Analyst (GCIA), and 
the ECSA penetration testing 
certification.

WHAT LEVEL OF RESEARCH 
DOES THE COMPANY PRODUCE?

Research is critical as this 
demonstrates knowledge of 
industry trends and threats. 

DOES THE COMPANY HAVE A 
GLOBAL FOOTPRINT?

A global presence in cyber security 
and application delivery solutions is 
critical as this demonstrates global 
mitigation capacity as well as an 
ability to provide comprehensive 
support. It also means that the 
company has access to the latest 
information on threats and is able to 
stay ahead of the curve.

IS THE COMPANY WILLING TO 
EDUCATE YOUR TEAM?

Cyber security is everyone’s 
responsibility and the partner 
you choose should be willing to 
train your team with a focus on 
improving their approach to security 
and enhancing their awareness of 
the risks. The effectiveness of the 
solutions they provide will, after 
all, depend in no small way on the 
education of the users.

COVER STORY | JORDAAN BURGER
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INFO SECURITY SKILLS 
SHORTAGE

Burger notes that one of the biggest 
challenges facing the industry, locally 
and globally, is the skills shortage. It’s 
one of the reasons behind the playful, 
vibrant offices MWR has created for its 
employees. 

‘To attract the best skills, we need 
people to enjoy what they are doing. 
This is a place where we work hard and 
play hard too. To encourage people to 
think outside of the norm, they need to 
be creative. Hence the toys, the art, and 
the gorgeous industrial strength Italian 
coffee machine. The first three months 
of training here focuses on barista skills,’ 
he jokes. ‘That’s what determines who 
makes it through probation. It’s about 
giving our people the freedom to take 
things apart, do the research, and come 
up with new solutions, from the perfect 
cup of coffee to the latest in cyber 
defence.’

To make an impact in this industry 
you have to be research-led. MWR 
InfoSecurity employees take part in 
many global cybersecurity competitions, 
which is where its clients are able to see 
the level of expertise on offer. 

To find the right type of employees, the 
company has an interesting recruitment 
process. HackFu, an annual two-day 
event serves as a way for MWR to 
spot potential new hires and to get 
people interested in cybersecurity. ‘The 
participants are drawn from universities, 
and this is one way to get into our 
internship programme. They are mostly 
electronic engineering and computer 
science graduates. We focus on finding 
problem solvers, and people who can 
work together as part of a team. It’s 
fascinating to learn more about this 
industry and to understand what it 
means to be a safe computer user.’

As cyber threats become more 
pervasive and destructive, so it has 
become critical not to wait for enemies 
to strike but go looking for them. MWR 
employs threat hunters for one of their 
managed solutions, who look for signs 
of unusual activity and different types of 
attacks, essentially pre-empting strikes 
where possible. They focus on the 
human elements in attack detection.

‘One of the biggest challenges for any 
business is to take the appropriate 

action,’ says Burger. ‘There has been a 
big shift from focusing on prevention 
to taking a more all-encompassing 
approach. We call it PPDR − prediction, 
prevention, detection and response. 
Each phase requires strategies and 
activities that will move the process to 
the next phase so that you ultimately 
have all the components of an effective 
cybersecurity strategy. As an analogy, 
one cannot prevent attackers from 
climbing over your walls no matter how 
high you build them, which is why in 
cybersecurity, detection and response 
have become critical. The attacker only 
needs to find a single entry-point to 
compromise an organisation, so the 
defender must defend all systems 
perfectly all the time to be secure. 
Automated systems gather data, 
collecting network traffic and pulling in 
logs from everywhere, but ultimately, 
you need a human to do the real 
analysis.’

How did Burger, a CA(SA), find himself 
in this fascinating world? He says he’s 
always been drawn to finance and 
business. After qualifying, he was 
exposed to investment banking for 
a short time, and then he went into 
private practice for six years, before 
ending up at MWR. Once in, he was 
immediately captivated. It’s for this 
reason that he encourages newly 
qualified CAs(SA) to experiment and 
discover what they are truly passionate 
about.

The company was established in South 
Africa in 2007 by two expats who had 
been working for MWR in the UK, 
and then relocated back here. From a 
start-up enterprise run from a house in 
Pretoria, MWR has grown into one of 
the top cybersecurity providers in the 
country, with around 100 employees. 

MWR’s finance activities were initially 
outsourced to a firm of registered 
accountants and auditors where Burger 
was the engagement partner. The 
relationship progressed over the years 
until he finally made the leap to join 
MWR full time.

The company continues to grow apace, 
in line with the need for increasingly 
sophisticated security solutions. “What 
we do differently is that we try to solve 
actual problems, he says. We focus on 
scoping exercises and really looking at 
the clients’ needs from a strategic level, 
to see how best to mitigate their risk.”

OPERATIONS AND FINANCE 

At heart though, Burger is still a 
numbers guy. He has used his skills to 
build a small, effective and highly skilled 
finance team that services the business 
globally. ‘The team has amongst others 
three fully fledged CAs(SA) and one 
who is almost qualified – and has 
been structured to align with what we 
do as a business,’ he says. ‘Being a 
predominantly serviceoriented company, 
we do not deal hundreds of invoices 
and daily transactions. Instead, every 
transaction we handle requires high-
level thinking because of the complex 
nature of the work. That is how we 
became responsible for much of the 
global operations of MWR InfoSecurity. 
We have an excellent working 
relationship with the holding company 
finance team in the UK.’

Although there are always challenges 
when it comes to running global 
operations, he is inspired by the diverse 
nature of the work, which includes 
figuring out accounting processes for 
new services that are introduced, as 
well as understanding all the different 
aspects of the business, including 
the commercial and procurement 
components.

He maintains that CAs(SA) have an 
advantage over other global practitioners 
because they know how to survive in 
harsh environments. ‘In South Africa, we 
have had to learn to deal with constant 
fluctuation in the foreign exchange rates 
and, as a result, our team has developed 
expertise in foreign exchange gains and 
losses, and hedging transactions, which 
makes us a good fit for our offices in 
Singapore, the US, Poland and Germany.’

Looking ahead, he says it is important 
to focus on creating a more secure 
society. It’s an industry packed with 
opportunities. With PwC estimating 
that accountants and other financial 
institutions are particularly attractive 
to cyber criminals – they are 30% 
more likely to be targeted than 
other companies – Burger advises 
accountants, both in practice and in the  
industry, to understand how to identify 
and respond to cybersecurity risks, 
rather than ignore the issue in the belief 
that information security is the domain 
of their IT departments or that their 
organisation’s firewall will prevent any 
breaches.

COVER STORY | JORDAAN BURGER
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MOST IMPORTANTLY, 
CYBERSECURITY 
ISN’T JUST ABOUT 
TECHNOLOGY AND 
COMPUTERS: IT 
INVOLVES PEOPLE, 
INFORMATION, 
SYSTEMS, 
PROCESSES 
AND CULTURE 
TOO’
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A CLOSER

IMPACT
INVESTING
LOOK AT

THE MISTAKEN 
RAP ON THIS 
KIND OF ‘SOCIAL’ 
INVESTMENT IS THAT 
RETURNS ARE WEAK 
AND REALISING 
THEM TAKES TOO 
LONG

Words 
Vivek Pandit 
and Toshan Tamhane

 With the fraying contract between 
society and business an urgent priority, 
many companies and banks are eager 
to find investments that generate 
business and social returns. One 
avenue is ‘impact investing’, directing 
capital to enterprises that generate 
social or environmental benefits − in 
projects from affordable housing to 
sustainable timberland and eye-care 
clinics − that traditional business 
models often sidestep.

Mainstream investors often fear to 
tread on this terrain, leaving the field 
to adventurous venture capitalists and 
nongovernmental organisations (NGOs) 
who act as ‘first institutional investors’. 
While they see a clear upside in new 
customers and satisfied employees, 
they accept the conventional view that 
these investments can’t be scaled 
adequately to create attractive returns, 
carry higher risk overall, and are less 
liquid and thus tougher to exit. Impact 
investing may be forecast to grow to 
more than $300 billion by 2020, but 

even that would be a small fraction of 
the $2,9 trillion or so that will likely be 
managed by private-equity (PE) firms 
worldwide in 2020.

Our research in India − a testbed of 
new impact-investment ideas, where 
some 50 investors have poured $5,2 
billion into projects since 2010 and 
investment is growing at a 14% annual 
clip − presents a different perspective. 
We tested four notions that have made 
mainstream investors shy. The findings 
suggest that as more companies and 
larger investors become acquainted 
with the true state of play, in India 
and elsewhere, they’ll find investment 
opportunities that align with their social 
and business aims.

THE MYTH OF LOWER 
RETURNS

Impact investments in India have 
demonstrated how capital can be 
employed sustainably and how it can 
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meet the financial expectations of 
investors. We looked at 48 investor 
exits between 2010 and 2015 and found 
that they produced a median internal 
rate of return (IRR) of about 10%. The 
top one-third of deals yielded a median 
IRR of 34%, clearly indicating that it is 
possible to achieve profitable exits in 
social enterprises.

EXHIBIT 1 
We sorted the exiting deals by sector: 
agriculture, clean energy, education, 
microfinance firms and others that 
work to increase financial inclusion, and 
healthcare. Nearly 80% of the exits in 
financial inclusion were in the top two-
thirds of performance. Half the deals in 
clean energy and agriculture generated 
a similar financial performance, while 
those in healthcare and education have 
lagged. With a limited sample of only 
17 exits outside financial inclusion, 
however, it is too early to be definitive 
about the performance of the other 
sectors.

Exhibit 1 shows some evident 
relationships between deal size and 
volatility of returns, as well as overall 
performance. The larger deals produced 
a much narrower range of returns, 
while smaller deals generally produced 
better results. The smallest deals had 
the worst returns and the greatest 
volatility. These findings suggest that 
investors (particularly those that have 
been hesitant) can pick and choose 
their opportunities, according to their 
expertise in seeding, growing, and 
scaling social enterprises.

CAPITAL DOESN’T NEED AS 
MUCH PATIENCE AS YOU THINK
Our analysis shows that both the mean 
and the median holding periods when 
investors exit have been about five 
years, no different than the holding 
periods for conventional PE and venture-
capital (VC) firms. Deals yielded a wide 
range of returns no matter the holding 
period. Viewed another way, this also 
implies that social enterprises with 
strong business models do not need 
long holding periods to generate value 
for shareholders.

CONVENTIONAL FUNDS ARE 
JOINING IN 
Social investment requires a wide range 
of investors to maximise social welfare; 
companies receiving investment 
need different skills as they evolve. 
Stage-one companies need investors 
with expertise in developing and 
establishing a viable business model, 
basic operations, and capital discipline. 
For example, one investment in a dairy 
farm needed a round of riskier seed 
investment before becoming suitable to 
conventional investors.

Stage two calls for skills in balancing 
economic returns with social impact, as 
well as the stamina to commit to and 
measure the dual bottom line. And stage 
three requires expertise in scaling up, 
refining processes, developing talent, 
and systematic expansion.
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EXHIBIT 2
Core impact investors play a critical 
role in seeding and de-risking social 
enterprises.  

Core impact investors were the first 
investors in 56% of all deals (exhibit 2) 
and in eight of the top ten microfinance 
institutions in India. Significantly, 
we found that this led to interest 
from conventional PE and VC funds, 
even as the business models of the 
underlying industries began to mature. 
Conventional PE and VC funds brought 
larger pools of capital, which accounted 
for about 70% of initial institutional 
funding by value.  

This is particularly important for capital-
intensive and asset-heavy sectors such 
as clean energy and microfinance. 
Overall, mainstream funds contributed 

1Number of exited deals = 48.
Sources: Impact investors Council (IIC) survey covering investments over the years 2010 –16; 
VCCEdge; McKinsey analysis.

Largest

Size of deal,1 

$ million

Average 
investment,
$ million

Internal rate of return
(IRR), median, % IRR range, %

Smallest

8

16

12 0,45

0,02

2,38

13,06

2<0,1

0,1 to 1,0

1,0 to 5,0

≥5,0
0

-39

-28

-46

18

49

84

153

-50

-50

-50

-50

160

160

160

160

EXHIBIT 1 MIDSIZE DEALS PRODUCE BETTER 
RESULTS ON AVERAGE, WHILE THE SMALLEST 
GENERATED THE GREATEST VOLATILITY
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48% of the capital across sectors 
(exhibit 3).

EXHIBIT 3
Overall, mainstream funds contributed 
nearly half the capital across sectors. 
Club deals that combine impact 
investors and conventional PE and VC 
funds contributed 32% of capital and 
highlight the complementary role of 
both kinds of investors. As enterprises 
mature and impact investors remain 
involved, they are able to pull in funding 
from mainstream funds. Non-profit 
organisations also play a complementary 
role by providing highly effective boots-
on-the-ground capabilities. Non-profits 
have typically been active longer than 
impact companies and have developed 
cost-effective mechanisms for delivering 
products and services and implementing 
business plans. Impact investors could 
be seen as strategic investors in non-
profits, which in turn play a role in scale-
up, talent attraction, and the delivery 
of financial and operating leverage. 

One impact investor, for instance, 
built a sister organisation to coach 
microfinance founders as they set out, 
and helped them build skills.

The social impact is significant Impact 
investments touched the lives of 60 
million to 80 million people in India. 
That’s equivalent to the population of 
France, a figure that is much greater 
than the proverbial drop in the ocean 
many imagine impact investment to be 
− more like a small sea. To be sure, India 
has vast populations of people in need. 
But then again, as social enterprises 
scale, so will their impact, reaching 
a critical number of at-risk people in 
smaller populations. 

As investors re-examine their 
understanding of impact investing, the 
capital commitments they make are 
sure to expand. That will undoubtedly 
provide new challenges. But our research 
suggests that this nascent asset class 
can meet the financial challenges as 
well as achieve the social returns sought 
by providers of capital globally.

AUTHORS l Vivek Pandit is a senior 
partner in McKinsey’s Mumbai office 
and Toshan Tamhane is a senior partner 
in the Jakarta office

Club deals

Club deals

Total Agriculture Other Education HealthcareFinancial 
inclusion

Clean 
energy

Impact 
investors

Core-impact 
investors

EXHITIBIT 2 DEALS AS FIRST INSTITUTIONAL INVESTOR,1%

1Based on date for 248 first institutional deals; figures may not sum to 100%, because of rounding.
Sources: Impact investors Council (IIC) survey covering investments over the years 2010 –16; VCCEdge; McKinsey 
analysis.
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DESPITE ALL THE 
EFFORTS AND 
INITIATIVES OF THE 
SOUTH AFRICAN 
GOVERNMENT 
AND THE DSBD TO 
SUPPORT SMMEs, IT 
APPEARS THAT SMALL 
BUSINESS OWNERS 
STILL FIND THE SMALL 
BUSINESS ENVIRONMENT 
DIFFICULT AND RISKY, 
THUS ILLUSTRATING 
THE IMPORTANCE OF 
GAINING A BETTER 
UNDERSTANDING OF THE 
SMME SECTOR.
FURTHERMORE, A BETTER 
UNDERSTANDING OF 
THE ISSUES FACED 
BY DIFFERENT-
SIZED BUSINESSES 
OR BUSINESSES 
IN DIFFERENT 
INDUSTRIES COULD 
GUIDE GOVERNMENT 
IN DEVELOPING A 
DIFFERENTIAL POLICY FOR 
SMMES OR CONFIRMING 
THE CURRENT POLICY 
DIRECTION 

Words Sharon Smulders 

Small, micro and medium enterprises 
(SMMEs) are universally regarded as job 
creators and sales generators and thus 
as a source of tax and fiscal revenue. 
In South Africa, SMME growth is seen 
as a potential solution to the country’s 
high unemployment rate as well as a 
source of economic growth. In view of 
this, the Department of Small Business 
Development (DSBD) was established 
in 2014 to lead an integrated approach 
to the promotion and development 
of SMMEs and co-operatives by 
consolidating various public agencies, 
including the Small Enterprise 
Development Agency, the Co-operatives 
Development Agency and Co-operatives 
Tribunal, and state-owned companies.1

Friday nights are more akin to movies 
than cocktail functions where corporate 
governance is discussed, so I decided 
on a movie theme for my talk. On the 
back of all the recent bad governance 
stories in the press and the ‘bad’ ways 
in which corporate governance is used, 
abused or ignored, reminded me of one 
of my father’s favourite Western movies 

Yet, despite the importance of SMMEs 
to the economy and the introduction 
of the DSBD, this sector still faces 
many challenges, as is clear from the 
results of the SAICA SMME survey 
published in 2017.2 This study found that 
SMMEs largely fail because of cash-flow 
problems and an inability to manage 
administrative and business processes. 
The top two barriers to starting a 
business were the difficulty in accessing 
finance and the level of red tape from 
government and large businesses. In 
another recent study, Shibia and Barako  
identified factors such as SMMEs 
perceptions towards the legal system, 
access to finance, access to utilities and 
the prevalence of crime as factors that 
influence SMME growth.

FUNDING FOR THE EARLY 
START-UP PHASE

It is thus encouraging to note that 
former Finance Minister Malusi Gigaba 
indicated in his budget speech that 
work is being done to provide crucial 
funding to innovative small businesses 
when they need it most, so that the 
right environment for investment, 
growth and employment is created. 
It was also announced that a fund 
with an allocation of R2,1 billion over 
the medium term is being developed 
between the DSBD, Department of 
Science and Technology and National 
Treasury to benefit SMMEs during the 
early start-up phase. Historically, these 
start-ups had limited access to finance 
due to the risks involved. The money 
will be used to nurture and support 
entrepreneurs. However, how this will 
be done was not elaborated on. Minister 
Gigaba also stated that the government 
will leverage public procurement to 
support black economic empowerment, 
industrialisation and development of 
small businesses and to encourage 
small businesses to do business with 
the state.

SMMEs GET 

BUDGET
NOD 

NOTES
1  Office of the Premier, ‘President Jacob Zuma 

announces member of the Executive – 25 
May 2014’, http://premier.nwpg.gov.za/content/
president-jacob-zuma-announces-members-
national-executive-25-may-2014 (accessed 27 
August 2017).

2  SAICA, ‘2016 SMME insight report’, 
https//www.saica.co.za/Default.
aspx?TabId=2830&language=en-ZA (accessed 
25 June 2017).
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VENTURE CAPITAL 
COMPANY INCENTIVE – 
FURTHER BOOST FOR 
START-UP FIRMS

The venture capital company tax 
incentive, introduced in 2008, provided 
for a tax deduction for the purchase of 
shares in venture capital companies, 
which in turn invest those funds in 
qualifying small businesses. Despite 
a dismal uptake of the incentive in 
2008 (only one), following recent 
amendments, the incentive has seen 
a substantial increase in take-up (more 
than 90 registered venture capital 
companies with total investments of 
R2,5 billion). Investment in qualifying 
small businesses by these companies 
now amounts to R615 million according 
to Minister Gigaba. In a further attempt 
to boost start-up firms, the budget 
proposes amendments to these rules to 
overcome the remaining administrative 
and technical issues obstructing any 
further uptake of this incentive. This 
funding received by small businesses 
will now enable them to employ staff 
and expand their businesses.

MICRO BUSINESSES 
AND SMALL BUSINESS 
CORPORATION TAX RATE 
CHANGES

Certain SMMEs receive beneficial tax 
rates to assist with their tax burden. 
Although the tax rates for micro 
businesses remained unchanged from 
2017/18 (see figure 1), the tax rates for 
small business corporations changed 
slightly for the 2018/2019 year of 
assessment (see figure 2).

SMALL BUSINESS FUNDING 
ENTITIES – DISTRIBUTION 
PERIOD EXTENDED

Small business funding entities are 
required, in terms of the Income 
Tax Act 58 of 1962, to distribute or 
incur an obligation to distribute 25% 
of all amounts received or accrued 
from assets held during the tax year, 
excluding amounts from disposing 
of any of the assets held during the 
same tax year. It is proposed that small 

FIGURE 1 TURNOVER TAX RATES FOR MICRO BUSINESSES

FIGURE 2 TAX RATES FOR SMALL BUSINESS CORPORATIONS

business funding entities be required to 
distribute 25% of all amounts received 
or accrued from assets held during the 
tax year within 12 months of the end 
of the relevant tax year to overcome 
practical difficulties that arise when the 
small business funding entity receives 
an amount on the last day of the year 
of assessment and is consequently 
required to distribute or incur an 
obligation to distribute on the same day.

CONCLUSION

SMME policy direction should be 
guided by the strategic principles of 
planning, implementing and evaluating. 
Although a review of the government 
incentives was announced in 2017 by 
the Minister of Finance, no further 
progress on this has been mentioned. 
Perhaps a review to assess the 
performance of the DSBD, the value for 
money of the SMME incentives already 
introduced, and an analysis of how 
the system as a whole supports the 

economy and job creation by SMMEs, 
should be conducted before further 
funding is provided to ensure that 
taxpayers’ money is being wisely spent.

AUTHOR l Sharon Smulders CA(SA) 
is an associate professor at Unisa and 
a member of the SAICA National Tax 
Committee

TURNOVER: TAX FOR MICRO BUSINESS

Financial years ending on any date between 1 March 2018 and 28 
February 2019

0 - 335 000 0% of taxable turnover

335 001 - 500 000 1% of taxable turnover above 335 000

500 001 - 750 000 1 650 + 2% of taxable turnover above 500 000

750 001 and above 6 650 + 3% taxable turnover above 750 000

INCOME TAX: SMALL BUSINESS CORPORATIONS

Financial years ending on any date between 1 April 2018 and 31 
March 2019

Taxable income (R) Rate of Tax (R)

0 - 78150 0% of taxable income

78 151 - 365 000 7% of taxable income above 78 150

365 001 - 550 000 20 080 + 21% of taxable income above 365 000

550 001 and above 58 930 + 28% of the amount above 550 000
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Angela Pretorius loves everything about her life in Cayman. Traffic jams are rare with 
commuting to your destination never taking too long, leaving you with more time to 
enjoy your free time. Angela describes the weather as ‘nice all year round’ with an 
array of activities for everyone to participate in – walking on the beach, charity runs, 
triathlons, running clubs, sea swims, snorkelling, scuba diving, cultural concerts, and 
team pub quizzes. And we say that it sounds like a dream!

Angela is senior audit manager of 
a medium network auditing firm, 
Baker Tilly Cayman, and what she 
appreciates most about her job is her 
ability to manage a great work/life 
balance. ‘I enjoy my time at work and 
can get my work accomplished without 
having to work a considerable amount 
of overtime. This way, I have been able 
to take up hobbies, be more active and 
enjoy some of the activities and the 
good weather offered by the island.’

The Cayman Islands’ main industries 
include tourism and the financial 
services industry. One of Cayman’s 
main tourist attractions is Seven Mile 
Beach, a beautiful beach with white 
sand and clear turquoise water which 
Angela has enjoyed the luxury of 
working just across the road from.  

Cayman is a major international 
offshore financial centre with sectors 
including banking, hedge funds, 
captive insurance and other investment 
and corporate activities. Historically, 
the islands have been a tax-exempt 
destination. The government of the 
Cayman Islands has always relied 
on indirect and not direct taxes. The 
territory has never levied income 
tax, capital gains tax, or any wealth 

tax, making it a popular tax haven. A 
governor is appointed by the Queen of 
the United Kingdom to represent the 
monarch. A premier is appointed by the 
governor and a legislative assembly is 
elected by the people every four years.

Caymanians have the highest standard 
of living in the Caribbean. While there 
are still many aspects of history on 
the islands, there is also substantial 
development: ‘We have good roads, 
schools, restaurants, a cinema and 
beautiful hotels. I think the quality of 
living is high but with an island twist. 
One needs to remember that we still 
obtain many of our food items from 
imports from America so if there is a 
storm and the seas are rough, ships 
may be delayed, and you may have 
to go without your favourite brand of 
yoghurt for a few days!’ says Angela.

Besides being incredibly homesick 
when she first landed on the island, 
another challenge for Angela to 
overcome was that she battled to 
understand the accents of other 
people. Not to mention that the 
Caymanians also battled to understand 
her South African accent (and the 
slang words that she thought were 
universal). 
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WORKING 
WITH A 
CARIBBEAN 
TWIST

Words Lynn Grala

ANGELA PRETORIUS 
HAS BEEN LIVING IN 
CAYMAN FOR JUST 
OVER EIGHT YEARS. 
SITUATED IN THE 
WESTERN CARIBBEAN 
SEA, CAYMAN IS 
SOUTH OF CUBA, 
NORTHWEST OF 
JAMAICA AND EAST 
OF MEXICO. IT’S ABOUT 
AN HOUR’S FLIGHT 
FROM MIAMI AND 
HAS A POPULATION 
OF MORE THAN 60 
000. THE CAYMAN 
ISLANDS CONSISTS 
OF THREE ISLANDS: 
LITTLE CAYMAN, 
CAYMAN BRAC AND 
GRAND CAYMAN − 
THE LARGEST ISLAND, 
WHERE ANGELA LIVES



‘I didn’t speak as much as I normally 
would have in my first few months 
because I couldn’t understand anyone, 
and they couldn’t understand me! 
This was frustrating, especially when 
trying to learn a new industry and sit 
through training sessions. I had to 
be patient and ask many people to 
repeat themselves and learn to speak 
slower. Over time I have developed an 
accent for talking to non-south Africans 
and then I revert back to my normal 
accent when I am in a group of South 
Africans!’ explains Angela.

What does she miss most about South 
Africa? ‘I miss many things about 
South Africa. First, of course, I miss 
my family. It can be hard being so far 
away. It takes approximately 30 hours 
to travel via the USA to South Africa. 
Then seeing my niece growing up and 
not being able to take her to the park!’ 
says Angela.

However, there is a large community 
of South Africans. ‘On a Saturday 
afternoon, the local rugby club is 
abuzz with South African accents 
and camaraderie. Just the other day, 
I walked into a coffee shop and met 
a new coffee barista from Durban. 
Sometimes the South Africans 
organise SA days with boerie rolls and 
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potjies,’ she says.

The active Cayman lifestyle is bound 
to have a positive effect on your health 
and this has motivated Angela to lose 
almost 30 kilograms. As Angela tells 
us, in 2013 she was so tired of being ill 
and unhealthy, she started exercising 
more and focusing on better nutrition. 
‘One’s health is your most important 
investment,’ explains Angela, ‘because 
it helps me to be able to work hard and 
feel good. Cayman has afforded me 
many opportunities to embrace this 
active lifestyle.’

She recently completed her first full 
marathon in December 2017 in a time 
of 4:30 hours − something she never 
thought she could accomplish or pursue 
before she moved to Cayman.

‘My qualification has really made 
this all happen for me. It gave me 
the opportunity to work abroad and 
experience this lifestyle. It enabled me 
to earn a good salary to enable me to 
travel to other countries near the Islands 
and in the Americas. It enabled me 
to work my way up and be promoted 
within my firm so that I hold such a 
respectable position and can manage 
my work/life balance.’

And this we suppose is what you call 
the island life!

April 2018 accountancy.co.za    21   

MORE ON GRAND 
CAYMAN
WHAT DOES A SOUTH AFRICAN 
EARN IN GRAND CAYMAN? 

A qualified CAs(SA) can earn from 
US$60 000 to US$120 000 per 
annum depending on experience, 
hard work and position. There is 
no income tax, capital gains tax 
or corporate tax. An import duty 
of 5−22% is levied on goods 
imported into the Islands. Since 
most of the groceries and other 
items for sale on the Island are 
imported, the cost is often inflated 
to include the duty paid. Therefore, 
it is a source of indirect taxation.

WHAT IS THE COST OF LIVING? 

The cost of living is high:

• Rent for a two-bedroom 
apartment, depending on 
location: US&1 950 – 3 900 per 
month. 

• Electricity: US$120−250 per 
month

• Water: US$60−150 per month

• Entertainment: Movie ticket for 
one person: US$13

• Petrol: US$55 generally to fill 
up car. About US$5,40 per US 
gallon

• Two-bedroom apartment (not 
on the beach): US$366 000 

• Cars: new US$23 200 for a KIA 
hatchback or ‘second-hand’ 
small sedan; US$ 5 000 −        
10 000 depending on age

CAN A SOUTH AFRICAN COME 
TO GRAND CAYMAN TO SAVE 
MONEY OR IS IT DIFFICULT 
BECAUSE OF THE COST OF 
LIVING? YES, YOU CAN SAVE 
MONEY. INSTEAD OF USING 
EXTRA MONEY TO TRAVEL, YOU 
CAN SAVE IT
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ANNUAL 
GENERAL MEETING

SAICA AGM MEETING NOTICE: 
26 JUNE 2018

20
18

 The annual general meeting of members of the South African Institute of Chartered Accountants 
(SAICA)  will be held at the SAICA head offices, 17 Fricker road, Illovo, Johannesburg, Gauteng
Date: 26 June 2018
Time: 9h00
 
Due and proper notice of the aforementioned meeting will be provided via the following means:
 
1) Electronic email – if you are registered on our database as a member capable of accepting 
communication from SAICA in this manner; and
2) SAICA website – www.saica.co.za
 
Registration and proxy voting via SAICA’s e-voting platform will open during the month of June 2018 
– more details to be communicated in the next issue of ASA on dates and time.
 
In ore to use the e-voting facility, members must register and cast their proxy e-votes and follow the 
on-screen prompts which will be detailed in the e-voting guidelines. There will be no paper-based 
proxy-voting option, and all proxy voting will be conducted through the e-voting system.
 
On the day, voting will be made available on the e-voting solution during the AGM proceedings on 
27 June 2018.
 
Should you require assistance in accessing the e-voting platform, please contact the SAICA call-
centre for assistance  at 0861 072 422  or +27 (11) 621 6600, or email AGMproxy@saica.co.za
 
Issued by:
Welsh Gwaza
Company secretary
SAICA
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AI & 
TECHNOLOGY   

More and more people are becoming aware of the power of emerging technologies 
to transform our workplaces, businesses, economies and our societies. There are 
vast discussions centred on ethics, values and the social impact of these new 
technologies. Yes, it’s exciting to be part of it – we are in the midst of the Fourth 
Industrial Revolution! But the challenge is that we don’t have decades to slowly shift 
mindsets before easing into it – we have to act on the opportunities and address the 
challenges it may bring along with it too. We talk more about it in this special report



24    accountancysa.co.za April 2018

SPECIAL REPORT | AI & TECHNOLOGY  

HISTORY TELLS US 
THAT IN THE LONG 
RUN, TECHNOLOGY 
IS A NET CREATOR 
OF JOBS. IS THIS 
TIME DIFFERENT? 
TECHNOLOGY ADOPTION 
CAN, AND OFTEN DOES, 
CAUSE SIGNIFICANT 
SHORT-TERM LABOUR 
DISPLACEMENT, BUT 
HISTORY SHOWS THAT 
IN THE LONGER RUN, IT 
LEADS TO THE CREATION 
OF A MULTITUDE 
OF NEW JOBS AND 
UNLEASHES DEMAND 
FOR EXISTING ONES, 
MORE THAN OFFSETTING 
THE NUMBER OF JOBS 
IT DESTROYS, EVEN 
AS IT RAISES LABOUR 
PRODUCTIVITY.
AN EXAMINATION 
OF THE HISTORICAL 
RECORD HIGHLIGHTS 
SEVERAL LESSONS. 
HERE ARE FIVE

Words Susan Lund 
and James Manyika 
Illustration Liézel Els

5       LESSONS
FROM HISTORY ON AI,  
AUTOMATION AND 
EMPLOYMENT

1 EMPLOYMENT IN SOME 
SECTORS CAN DECLINE 
SHARPLY, BUT NEW JOBS 
CREATED ELSEWHERE 
ABSORB THOSE THAT HAVE 
BEEN DISPLACED

All advanced economies have 
experienced profound sectoral shifts 
in employment, first in agriculture and 
more recently in manufacturing, even 
as overall employment has grown. In 
the United States the agricultural share 
of total employment declined from 
60% in 1850 to less than 5% by 1970, 
while manufacturing fell from 26% of 
total US employment in 1960 to below 
10% today. 

Other countries have experienced even 
faster declines: one-third of China’s 
workforce moved out of agriculture 
between 1990 and 2015. 

Throughout these large shifts of 
workers across occupations and 
sectors, overall employment as a share 
of the population has continued to 
grow. New industries and occupations 
have emerged to absorb workers 
displaced by technology.

History shows that technology has 
created large employment and sector 
shifts, but also creates new jobs.

2  EMPLOYMENT SHIFTS 
CAN BE PAINFUL

Even if enough new jobs have been 

created to offset those displaced by 
technology, the shifts can have painful 
consequences for some workers. 
During the Industrial Revolution in 
England, average real wages stagnated 
for decades, even as productivity rose. 
Eventually, wage growth caught up 
to and then surpassed productivity 
growth. But the transition period was 
difficult for individual workers and 
eased only after substantial policy 
reforms.

3  TECHNOLOGY CREATES 
MORE JOBS THAN IT 
DESTROYS, INCLUDING 
SOME YOU CAN’T IMAGINE 
AT THE OUTSET

New technologies have spurred the 
creation of many more jobs than they 
destroyed, and some of the new jobs 
will be in occupations that cannot be 
envisioned at the outset. One study 
found that 0,56% of new jobs in the 
United States each year are in new 
occupations.

Most jobs created by technology are 
outside the technology-producing 
sector itself. It is estimated that the 
introduction of the personal computer, 
for instance, has enabled the creation 
of 15,8 million net new jobs in the 
United States since 1980, even after 
accounting for jobs displaced. About 
90% of these are in occupations that 
use the PC in other industries, such as 
call-centre representatives, financial 
analysts and inventory managers.
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4  TECHNOLOGY RAISES 
PRODUCTIVITY GROWTH, 
WHICH IN TURN BOOSTS 
DEMAND AND CREATES 
JOBS

Robust aggregate demand and 
economic growth are essential for 
job creation. New technologies have 
raised productivity growth, enabling 
companies to lower prices for 
consumers, pay higher wages and 
distribute profits to shareholders. 
This stimulates demand across the 
economy, boosting job creation. Rising 
productivity is usually accompanied by 
employment growth: it raises incomes, 
which are then spent, creating demand 
for goods and services across the 
economy.

5  WE ALL WORK LESS AND 
PLAY MORE THANKS TO 
TECHNOLOGY

Over the long term, productivity 
growth enabled by technology has 
reduced the average hours worked 

per week and allowed people to enjoy 
more leisure time. Across advanced 
economies, the length of the average 
workweek has fallen by nearly 50% 
since the early 1900s, reflecting 
shorter working hours, more paid days 
off for personal time and vacations, 
and the recent rise of part-time work. 
This growth in leisure has led to the 
creation of new industries, from golf to 
video games to home improvement.

Although the historical record is 
largely comforting, some people worry 
that automation today will be more 
disruptive than in the past. Could it 
be different? Or will the historical 
precedent hold? The current view 
is that the answer depends on the 
time horizon considered (decades or 
centuries) and on the pace of future 
technological progress and adoption.

On many dimensions, we find 
similarities between the scope and 
effects of automation today compared 
with earlier waves of technology 
disruption, going back to the Industrial 
Revolution. However, automation 
going forward might prove to be more 
disruptive than in recent decades – and 
on par with the most rapid changes 

in the past – in two ways. First, if 
technological advances continue 
apace and are adopted rapidly, the 
rate of worker displacement could 
be faster. Second, if many sectors 
adopt automation simultaneously, the 
percentage of the workforce affected 
by it could be higher.

In short, history is quite reassuring 
about the impact of technology 
on employment. While for some 
workers new technology can be highly 
disruptive, in the long run, if the past 
is any indication, creation will triumph 
over destruction.

AUTHORS l Susan Lund is a partner of 
the McKinsey Global Institute, where 
James Manyika is chairman and a 
director

Trade (retail and wholesale)

EMPLOYMENT CHANGE, 1850-2015
Percentage points

SHARE OF TOTAL EMPLOYMENT BY SECTOR IN THE 
UNITED STATES, 1850-2015, % OF JOBS

Construction

Transportation

Manufacturing

Mining

Household work

Professional services

Utilities

Business and repair services

Telecommunications

Healthcare

Entertainment

Education

Government

Financial services

Agriculture

12.8

0.3

0.2

2.71

5.0

6.1

9.3

9.9

4.9

5.9

0.8

0.7

2.2

-55.9

-3.6

-1.3

100

0

1850 2015200019501900

FROM HISTORY ON AI,  
AUTOMATION AND 
EMPLOYMENT



26    accountancysa.co.za April 2018

The shift in attitudes and approaches 
toward shaping the environment 
agenda over the last decade is quite a 
good example of this. When, in 2005, 
the World Economic Forum began to 
advance cross-sector dialogue and 
highlight the potential for public-private 
cooperation to help meet pressing 
global environmental challenges, such 
as climate change and water security, 
there was an absence of substantive 
collaboration among influential 
stakeholders on these sorts of issues. 
People tended to talk about and act 
on environmental challenges in quite 
separate ways, depending if they were 
working in government, business or civil 
society organisations, for example.

Today, though much work remains to 
be done, a decade of significant public-
private engagement involving all types 
of stakeholders, has shaped a new, 
more collaborative agenda for action, 
such that business leaders, civil society 
heads and policy-makers talk, think and 
act about the need to protect Earth’s 

biosphere in quite a different way than 
10 years ago. Indeed, in 2015, nations 
of the world – after a collaborative 
design process − agreed that the 17th 
Sustainable Development Goal itself 
be entirely focused on advancing global 
partnerships for the environment and 
sustainable development.

It’s therefore extremely gratifying to see 
that, since the publication of my 2016 
book The Fourth Industrial Revolution, 
we have started to change the way we 
talk about technology and its impact 
on the world. More and more people 
are becoming aware of the power of 
emerging technologies to transform our 
economies, our societies and even who 
we are as human beings. Discussions 
in the media are now often concerned 
with questions of ethics, values and 
the social impact of new technologies. 
It’s common now to ask how artificial 
intelligence might be used to influence 
us, whether cryptocurrencies are more 
effective for promoting social inclusion or 
criminal activity or to worry about what 

kind of skills we need to develop in order 
to thrive in an era where technologies 
are both more pervasive and more 
powerful. The term ‘The Fourth Industrial 
Revolution’ has become common 
parlance, conveying the magnitude of 
the changes underway.

The challenge, however, is that we don’t 
have a decade to slowly shift mindsets 
before moving to act on the challenges 
surfaced by the Fourth Industrial 
Revolution. The speed, scale and scope 
of change that is underway today, 
coupled with the fact that entrepreneurs, 
companies and policy-makers are already 
creating rules, norms, techniques and 
infrastructure around new technologies, 
means that in 10 years it will be too 
late. The structure of new technologies 
will be more or less set, and the 
perspectives and values of those who 
created them will be firmly embedded 
within the many technologies that 
surround us and which have become 
part of us.

In the 47 years since I founded the World Economic Forum, I have witnessed 
first-hand that when we change the way we talk, we begin to think differently 
too. Likewise, changing the way we think leads to changes in the way we act. 
This is true for all of us – whether you are a private citizen at home or making 
consequential decisions as a head of government, the language we use and the 
way we think about the world shapes our subsequent behaviour

THE URGENCY OF SHAPING
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Our understanding of previous industrial 
revolutions is that, while they create 
huge wealth and opportunity, they also 
create significant harm: many people 
miss out on the benefits entirely, and 
it is most often those populations with 
the least voice or power who bear the 
negative consequences. It is therefore 
not good enough for us to leave the 
evolution of our technological future to 
chance, or to trust that market forces will 
create the future we want. Instead, we 
need to talk, think and act today.

That’s the motivation behind my new 
book, Shaping the Fourth Industrial 
Revolution. It seeks to expedite the 
way we understand, discuss and make 
decisions around emerging technologies. 
It outlines the most important dynamics 
of today’s technological revolution, 
highlights important stakeholders that 
are often overlooked in our discussion 
of the latest scientific breakthroughs, 
and draws upon more than 200 leading 
global thinkers to explore 12 different 
technology areas crucial to the future of 

humanity.

Thinking and acting round the Fourth 
Industrial Revolution demands a new 
type of leadership – an approach we call 
‘systems leadership’. Systems leadership 
in this context doesn’t just mean leading 
on the design of the technologies 
themselves but also acting as a leader 
on how they are governed and the values 
they exhibit in how they affect people 
from all backgrounds.

New ways of thinking and acting are 
required from all stakeholders, including 
individuals, business executives, social 
influencers and policy-makers. But the 
different power and roles of stakeholders 
means there are different opportunities 
for governments, businesses and 
individuals to grasp today.

The most urgent task facing 
governments is to open the space 
for new approaches to technology 
governance. In particular, governments 
need to adopt the concept of ‘agile 
governance’ of technologies, matching 

the nimbleness, fluidity, flexibility 
and adaptiveness of the technologies 
themselves and the private-sector 
actors adopting them. This means 
thinking not just about what new rules 
might be needed but finding entirely 
new ways to create and update rules 
over time in collaboration with other 
sectors.

For businesses, the most important 
strategy is to experiment more, while 
simultaneously investing in people. 
The Fourth Industrial Revolution is still 
in its early stages, and the potential 
of new technologies is far from fully 
understood. However, we can anticipate 
some of the revolution’s dynamics, 
including the fact that disruption 
more and more often emanates 
from the periphery of industries 
and organisations. Only by directly 
experimenting with technologies can 
organisations see for themselves what 
they can do. Given that experimentation 
is best done by those closest to a 
business, this also means making 
concerted efforts to upskill employees 
and embracing an entrepreneurial 
mindset.

Finally, for citizens, the most important 
action is to be engaged on these 
issues, making their voices heard 
as voters, consumers, employees, 
members of civil society organisations 
and community leaders. Those of us 
lucky enough to be alive today have a 
responsibility to future generations to 
ensure they can live and find meaning in 
a sustainable, inclusive, technologically-
driven future.

We should, therefore, all be part of 
building aspirational visions of the 
future, influencing how technologies are 
developed and adopted. As we change 
the way we talk, we change the way 
we think and create new opportunities 
to act. Let’s act, together, now, to make 
those aspirational visions of the future 
real for as many people as possible, all 
around the world.

AUTHOR l Klaus Schwab is the 
founder and Executive Chairman of the 
World Economic Forum, Geneva
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CLOUD 

SME
SUCCESS
TECHNOLOGY
AND

IN SOUTH AFRICA, 
SMALL BUSINESSES 
EMPLOY THE MOST 
WORKERS AND 
CONTRIBUTE THE 
MOST TO GDP. 
THEIR PROSPERITY 
DIRECTLY 
CORRESPONDS TO 
THE COUNTRY’S. 
BUT THEY ARE ONLY 
AS GOOD AS THEIR 
TOOLS – AND CLOUD 
TECHNOLOGY IS 
AN INCREASINGLY 
IMPORTANT TOOL. 
HERE’S WHY

Words Colin Timmis
Illustration Liézel Els

Chances are the rise of cloud 
computing probably hasn’t escaped 
your notice. Software as a Service 
application allows you to sign in from 
any connected device with no data loss 
and superior scalability; Platform as a 
Service tools enable you to develop 
applications easily; Infrastructure as a 
Service removes the need to invest in 
hardware – freeing up resources and 
space for the business. We’re entering 
an age where cloud technology is no 
longer optional, but essential. 

Xero’s 2018 Technology Adoption Report 
highlights this. It reveals that 44% are 
already using cloud tools and enjoying 
a great number of benefits. Some 70% 
say they’re using this technology to 
save time – claiming that overall, they 
claw back more than 10 hours a week. 
When you have 10 hours a week more 
than your competitors, you have more 
time to prepare, focus on important 
tasks, and develop your strategy across 
crucial areas. 

A further 52% go even further, claiming 
that cloud technology helps them save 
money. This obviously makes a serious 
difference to businesses in terms of 
having a deeper pool of resources, 
but it also puts a company in a better 
position when it comes to scaling up – 
and allows it to demonstrate a healthier 
cash flow to investors, partners, and 
shareholders. 

Indeed, cloud technology has a 
prominent part to play in the future of 
South African small business economy: 
overall, 58% of businesses say it 
features in their business plans for 
2018.

ENHANCING EFFICIENCY 

Small businesses are particularly 
attracted by the opportunity to 
improve or eliminate time-consuming 
administrative tasks and processes. 
Overall, 49% have said that cloud 
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TO EMBRACE THE 
CLOUD IS TO EMBRACE 
PROFIT

automation has boosted their overall 
efficiency – particularly when it comes 
to tasks such as pursuing invoices and 
getting paid on time. The advent of apps 
such as GoCardless, eWay and Stripe 
has brought concepts such as ‘smart 
payments’ (triggered when money 
arrives in your customer’s account) to 
the fore. These tools require far less 
involvement from the business, and 
facilitate faster transactions, greater 
security, and healthy, reliable cash flow. 

But the availability of real-time data has 
been especially important for these 
respondents. Being able to access 
business-critical information from 
anywhere, and on any device, has 
made collaborating with colleagues 
and extracting insights much easier: 
some 38% have even suggested that it 
improves business continuity.

DEMOCRATISING DATA 
IN THE WORLDWIDE 
WORKPLACE

In 2018, you don’t have to be big to 
benefit from big data. The information 
that was once the exclusive domain of 
larger providers are now available to a 
much wider corporate audience. Thanks 
to cloud technology, quality, breadth, 
depth, and availability of data are 
improving quickly, and costs are falling 
at the same time – democratising 
insights in an affordable, easy-to-
consume way. 

For instance, Spotlight Reporting allows 
CFOs and accountants to supply truly 
globalised reports, forecasts, and more 
to business owners in whatever regions 
an organisation operates in. This means 
that wherever your team is, it’s singing 
from the same hymn book. 

Indeed, a crucial benefit of cloud 
technology is the way it transcends 
geographical borders. The early days 
of a business – where finding office 
space to lease or buy – can be the most 

challenging. Every penny you spend is 
a penny that could be spent elsewhere, 
but it’s equally important that your 
office is in a location that’s accessible 
to your employees, attractive to your 
clientele, and conducive to effective 
collaboration. 

While you’re searching for your perfect 
workplace, many employees will 
prefer to work remotely – and indeed, 
consultants such as accountants (who 
work across multiple clients) may prefer 
to do so long after you’ve settled into 
your new space. Some 33% of survey 
respondents are especially pleased that 
cloud technology has facilitated remote 
working – allowing anyone, from 
anywhere, to access the information 
they need to discharge their job duties.

CONNECTIVITY ISSUES

That said, the onward march of cloud 
technology is not quite as fast as it 
could be. Many small businesses 
concede that their existing setup 
isn’t quite up to scratch. Overall, 
63% believe that reviewing their IT 
infrastructure is a high or medium 
priority, and 45% acknowledge that 
they could be doing more in terms of 
tech adoption. Of our respondents, 
52% claim they’re just keeping up. 

Though many have made great efforts 
to integrate cloud tools into their 
everyday working experience, there is 
clearly still work to do. Certainly, there 
are barriers that they can’t overcome 
on their own: the lack of connectivity 

is a problem for 41% of South African 
businesses, and if you’re outside a 
major city, poor Internet service can 
hamper even the most determined 
attempts to introduce new technology 
to your company. The Government 
needs to provide incentives to drive 
adoption in 2018 to improve economic 
performance. 

Nonetheless, one of the principal 
advantages of the cloud is that it 
extends connectivity beyond the 
workplace. The faster you adopt, the 
faster you’ll benefit. 

Reluctance to embrace new 
technologies is understandable. 
Upgrading processes, software, and 
infrastructure can take time, effort, and 
money – and in a struggling economy, 
all three are precious resources. But 
clinging on to the systems and tools 
of yesteryear is worse. The longer it 
takes to make technology a priority, the 
wider the competitive gap between you 
and your nearest rivals. To embrace the 
cloud is to embrace profit, productivity, 
and growth. 

AUTHOR l Colin Timmis, Head of 
Accounting South Africa, Xero
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OPERATING YOUR

IN THE CLOUD
BUSINESS

DECIPHERING CLOUD 
SERVICES 

With some of the world’s most 
prominent tech companies rolling out 
cloud services, cloud computing has 
become all the rage. Yet confusion 
about what the cloud is and how 
it works seems to be growing, not 
diminishing. It is not just consumers 
who are puzzled; many business 
owners, corporate professionals and 
even some IT people do not fully 
comprehend this nebulous concept. So, 
what exactly do companies and techies 
mean when they refer to the cloud? 
Let’s shed some light on the cloud and 
cloud services to help you navigate the 
bewildering tech talk.

TACKLING THE CLOUD

The cloud is nothing more than a 
metaphor for the Internet, or more 
literally, the vast array of storage servers 

around the globe that comprise it. When 
a file is stored in the cloud, this simply 
means the file resides on one of those 
servers and can be accessed through an 
Internet connection. Cloud applications, 
such as web-based email, work in the 
same way; you access the application 
through a web browser or app on an 
internet-connected device. Applications 
and files in the cloud differ from local 
ones, which are saved locally on a 
computer hard drive.

WHAT IS A CLOUD-BASED 
SERVICE?

In the broadest sense, cloud-based 
services can be any type of web service 
or application that lives in the cloud 
and is accessed online. For instance, 
Google’s Gmail is a cloud-based service, 
as is Facebook. Both sites are vastly 
different in purpose but are cloud-based 
services because of how they operate: 
you access the service, and the files you 
save through them, via the Internet.

AS ETHEREAL AS 
CLOUD COMPUTING 
SOUNDS, IT SIMPLY 
REFERS TO AN 
EXTERNAL SERVER 
WHERE YOU STORE 
DATA. IT’S ESSENTIALLY 
A HARD DRIVE ON 
WHICH YOU LEASE 
SPACE. CLOUD 
COMPUTING HAS 
IMPROVED OVER THE 
PAST SEVERAL YEARS 
AND HAS EXTENDED 
TO STORAGE SPACE, 
SOFTWARE AS A 
SERVICE (SAAS) AND 
INFRASTRUCTURE AS A 
SERVICE (IAAS) 

Words Adrian Vaglietti
Illustration Liézel Els
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DIFFERENTIATING CLOUD 
SERVICES AND SERVICE 
PROVIDERS

It seems that everyone has a slightly 
different definition of what a cloud 
service is and what it should provide. 
While not all cloud services are created 
equal, they do provide the same basic 
functionality. Cloud services provide 
computing as a service rather than a 
product, essentially giving you your 
own personal hard drive in the cloud, or 
online. You can upload and store your 
files on the provider’s servers, via an 
Internet connection, rather than locally 
on your own computer or another 
storage device.

There are numerous advantages to 
using a cloud service. Most appealing 
is the fact that you can access any of 
your stored files, photos, music, Word 
documents and more from any Internet 
connection on a computer or handheld 
device. This gives you convenient access 

to your files no matter where you are. It 
also ensures you’ll never lose your files 
if your local hard drive is damaged or 
stolen.

Truth be told, the cloud is simple and 
there’s a good chance you are already 
using some type of cloud-based service. 
How you utilise the cloud moving 
forward is highly dependent on your 
habits and the types of digital content 
you most frequently use. Regardless, a 
solid understanding of what the cloud 
is and how it works will help you stay 
ahead of the curve when it comes to 
this revolutionary technology.

An increasing number of businesses 
are using business intelligence (BI) 
solutions to spot trends, identify risks 
and find new opportunities. Using 
such tools enables your business to 
transform dense company data into 
easily digestible insights and make 
informed decisions to help you maintain 
a competitive edge. According to a study 
by IBM and MIT Sloan Management 
Review, organisations that achieve 

a competitive advantage with data 
analytics and business intelligence are 
2,2 times more likely to substantially 
outperform those industry peers who do 
not use these technologies. 

It is rare to find a business today that 
sticks to strict 9:00 to 5:00 operations. 
The most successful businesses have 
become much more fluid, using cloud 
and mobile technology to broaden 
their reach and compete within the 
market. These businesses often need 
to communicate and share information 
with customers, partners and suppliers 
in different time zones and different 
countries and continents. Cloud storage 
synchronises information across 
different devices, allowing you and your 
colleagues or business partners to view 
the latest version of a file no matter 
where you are working or what device 
you are using. When you use cloud-
based productivity and collaboration 
tools, you can stay on the same page 
with distant partners and offsite 
employees, as all can see the most up-
to-date content. The cloud also provides 
high-level security and privacy while 
ensuring the access control you need.

From an IT professional’s perspective, 
operating a data centre in the cloud has 
important benefits as well. For one, all 
the hardware management tasks are 
performed by the cloud provider. Your 
servers, switches and storage arrays all 
become virtual versions of themselves 
running on pooled hardware managed 
by a third party. If a server in a provider’s 
data centre tips over, for example, it is 
the responsibility of the cloud service 
provider to seamlessly move your 
workloads to other hardware – without 
downtime on your end. That is the goal 
and, while they’re not perfect at it, 
reputable providers all boast upwards of 
99% uptime.

AUTHOR l Adrian Vaglietti, AV 
Management Consulting

SPECIAL REPORT | AI & TECHNOLOGY  



32    accountancysa.co.za April 2018

SPECIAL REPORT | AI & TECHNOLOGY  

INDUSTRY
RIPE FOR 
DISRUPTION

The purpose of insurance – to protect people from financial 
loss – remains, but the latest technology innovations are 
set to change the way the market works for the benefit of 
customers. Incumbent insurers need to embrace change and 
transform, or they may not be in business for much longer

Words Monique Verduyn Illustration Liézel Els

Th first insurance company was 
established in the year following the 
Great Fire of London in 1667. It’s a 
business model that has changed 
little since then, but a variety of 
breakthrough technologies are set to 
spur a fundamental transformation 
of the insurance industry. That’s 
according to a report by The Institute 
of International Finance, Innovation in 
insurance: how technology is changing 
the industry.

According to the report, cloud 
computing, the Internet of Things 
(IoT), advanced analytics, telematics, 
the global positioning system (GPS), 
mobile phones, digital platforms, 
drones, blockchain, smart contracts, and 
artificial intelligence (AI) are providing 
new ways to measure, control, and 
price risk, engage with customers, 
reduce cost, improve efficiency, and 
expand insurability. 

Jaqueline van Eeden, insurance head 

of IT services company Wipro in 
South Africa, says a change of internal 
structure and mindset is required to 
effect digital change in an industry that 
is typically process driven and caught 
up in legacy infrastructure, siloed 
data, process-oriented red-tape, and a 
traditional mindset. 

‘New technologies are enabling the 
creation of new insurance products, 
services, and business models,’ 
Van Eeden says. ‘These emerging 
technologies present opportunities 
for traditional insurers to modernise 
and reinvent themselves. Importantly, 
it is also forcing traditional players to 
respond to new sources of competition 
from well-funded and agile software 
companies. As fast as entrepreneurs 
have been coming up with ideas for 
insurance technology, investors have 
been rushing to fund them.’

It’s not hard to see why. Traditional 
venture capitalists see insurance – with 

its large, well-established incumbents 
and well-worn products – as fertile 
territory for disruption. As a result, 
disruptors are beginning to make 
inroads in the market by focusing on 
unmet consumer demand, bringing 
down cost, and providing new products 
and services.

Research by Accenture indicates that 
rather than viewing these emerging 
players as threats, innovative insurers 
recognise exciting new opportunities 
to work with insurtech start-ups to 
reach into new markets. With their 
expertise in technologies, such as AI, 
IoT, blockchain, big data and analytics, 
insurtechs represent potential solutions 
for the kinds of challenges insurers are 
facing in this increasingly digitised and 
competitive space. 

‘The challenge for traditional insurers 
lies in how to best take advantage of 
the opportunity that insurtechs offer to 
leverage cutting-edge technologies to 
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DIGITAL TECHNOLOGY 
IS BEGINNING 
TO RESHAPE THE 
INSURANCE LANDSCAPE 
AND THE POTENTIAL 
CHALLENGES AND 
OPPORTUNITIES FACING 
THE INDUSTRY. BEYOND 
THAT, HOWEVER, IT’S A 
QUESTION OF SURVIVAL. 
INSURANCE COMPANIES 
THAT DO NOT REINVENT 
THEIR BUSINESS, OFFER 
INNOVATIVE DIGITAL 
SERVICES, AND CENTRE 
THE EXPERIENCE 
AROUND WHAT THE 
CUSTOMER WANTS, 
MAY SOON CEASE TO 
EXIST. CONSUMERS 
TODAY HAVE VERY 
CLEAR DEMANDS WHEN 
IT COMES TO DEALING 
WITH INSURANCE 
COMPANIES: SIMPLICITY, 
24/7 ACCESS ACROSS 
ANY CHANNEL, A 
SINGLE VIEW OF ALL 
THEIR INFORMATION, 
AND FAST CLAIMS 
PROCESSING

IDEA IN 
BRIEF

reach their customers online, through 
mobile, and 24/7,’ Van Eeden says. ‘The 
other advantage is that partnering with 
smaller, nimble start-ups helps to foster 
a culture of innovation for existing 
insurers. The partnership set-up enables 
insurance companies to focus on what 
they do best, insurance, and insurance 
technology companies to empower 
insurance companies to drive digital 
disruption.’

The rise of the Consumer Age has 
introduced new insurance requirements 
from customers who are looking 
for improved service, lower cost 
and faster processing times, Van 
Eeden adds. ‘Today’s customer also 
demands multiple interaction options, 
flexible insurance products and far 
more transparency than ever before. 
Customers are less concerned about 
products and more interested in 
“what’s in it for me?” Millennial 
consumers in particular demand less 
human interaction, ease of transacting, 
the flexibility of transacting how they 
choose to, and everything instant.’

Van Eeden cautions that an ‘adapt or 
die approach to innovation is essential 
and extends well beyond tweaking 
existing systems. ‘Decades-old legacy 
IT systems the biggest obstacle to 

digital transformation. Not only are 
these systems expensive to maintain, 
but they have also become more and 
more complex as newer solutions have 
been bolted on over time, layer upon 
layer. In the South African context, 
insurance companies that are keen to 
innovate have been hamstrung by what 
they see as the costs of innovation, but 
the reality is that it’s becoming more 
expensive to service and maintain 
legacy systems than it is to innovate. In 
fact, the industry as a whole is lagging 
as a result of the focus on keeping 
systems running instead of replacing 
them with newer and better technology.’

Digital technology, which has been 
successfully embraced by the retail 
banking industry, offers endless 
possibilities to engage with customers 
regularly and sell more policies. Among 
the most interesting new developments 
is wearable technology which can be 
used in health insurance, with fitness 
bands monitoring policyholders’ health. 
Vehicle insurers meanwhile can embed 
devices in cars to reward drivers for 
safe driving. However, these digital 
technologies require systems that 
are linked from the front, through the 
middle to the back offices, and that’s 
where the barriers lie. 

SPECIAL REPORT | AI & TECHNOLOGY  



34    accountancysa.co.za April 2018

For successful candidates, passing the 
APC is the final hurdle in their seven-
year (minimum) qualification marathon. 
For the country, every aspiring CA(SA) 
who qualifies helps to close the skills 
shortage gap that exists in South 
Africa’s finance industry. 

‘On behalf of SAICA, I’d like to 
congratulate the class of 2017! 
To succeed, one must work hard, 
be dedicated, be determined and 
always give the very best of oneself. 
By passing the APC, these 2 168 
successful candidates have done just 
that. We look forward to watching 
them develop into the future business 
leaders of South Africa,’ says Mandi 
Olivier, Senior Executive: Professional 
Development at SAICA. 

WHAT IS THE APC AND 
WHAT DOES IT MEASURE?

The APC assesses a candidate’s 
ability to use and apply their technical 
knowledge in a real-world context by 
setting tasks that entry level CAs(SA) 
are expected to be able to complete 
in the working world. Candidates 

become eligible to write the APC after 
passing the Initial Test of Competence, 
successfully completing an accredited 
professional programme and 
completing a minimum of 20 months 
of a registered training contract with a 
SAICA-accredited training office. 

For this reason the APC, which takes 
the form of a written competency-
based assessment, places emphasis 
on pervasive skills (ethics, personal 
attributes and professional skills) 
and assesses whether candidates 
demonstrate their professional 
competence through the application 
of their acquired skills and technical 
knowledge in a multi-disciplinary 
case study. In addition, the APC 
structure, which releases part of the 
assessment information five days 
before the assessment itself, assesses 
candidates’ behaviour during the case 
study and writing period. 

‘While many still see “accountants” 
as traditional bean counters, the role 
CAs(SA) play in the world of business 
is an ever evolving one. To this end, 
SAICA has continued to make changes 
to the focus of the CA(SA) qualification, 

which includes changes to the way 
prospective CAs(SA) are assessed. 
SAICA is delighted that 66% of 
candidates who wrote the APC opted in 
to do so by means of SAICA’s e-writing 
option – using a computer with a 
secure software package to “write” 
their responses to the assessment 
tasks. This further goes to illustrate the 
real-life workplace environment that the 
assessment simulates,’ explains Olivier.

14 CANDIDATES HONOURED 
FOR THEIR APTITUDE AND 
SKILL

On releasing the results, Olivier 
also delivered a special word of 
congratulations to the 14 candidates 
who earned a place on SAICA’s 
prestigious APC Honours Roll. SAICA’s 
APC Honours Roll is made up of 
candidates who perform exceptionally 
well and show the greatest insight into 
the way they completed the case study 
tasks. Those candidates, in alphabetical 
order (by surname), are shown in the 
table.

FEATURE | APC CANDIDATES

SAICA

ITS SUCCESSFUL 
APC CANDIDATES

CONGRATULATES
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TABLE PLACEHOLDER

SAICA’S APC HONOURS ROLL CANDIDATES 

IN NOVEMBER 2017,    
2 703 ASPIRING SOUTH 
AFRICAN CHARTERED 
ACCOUNTANTS 
(CAS(SA)) SAT DOWN 
TO WRITE THEIR 
FINAL PROFESSIONAL 
EXAMINATION, 
THE ASSESSMENT 
PROFESSIONAL 
COMPETENCE 
(APC), WITH GREAT 
EXPECTATIONS. 
TODAY, THE SOUTH 
AFRICAN INSTITUTE 
OF CHARTERED 
ACCOUNTANTS 
(SAICA) IS DELIGHTED 
TO ANNOUNCE THAT            
2 168 CANDIDATES (80%) 
PASSED THIS FINAL 
QUALIFICATION HURDLE 

Name Surname Training Office Professional Provider
Programme

Michael Ashton Deloitte APT

Nicki Berrange Nedbank Ltd UCT

Callen Brown KPMG UCT

Josh Cesman Ernst & Young UCT

Wynand Crous PricewaterhouseCoopers UCT

Robert Edwards C2 Financial Services Trust APT

Hendrik Erasmus Deloitte APT

Michael Etchells Mazars APT

St-John Hunter Deloitte UCT

Marina Jordaan PricewaterhouseCoopers APT

Shalin Naidoo Deloitte APT

Kyle Triegaardt Grant Thornton APT

Migael Van Schalkwyk PricewaterhouseCoopers APT

Conrad van Zyl PricewaterhouseCoopers APT

FEATURE | APC CANDIDATES
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HOW DID YOU CELEBRATE? 
A good few beers with some friends and colleagues on the evening the results came 
out. The rest of the weekend was spent celebrating with my girlfriend and my family

YOUR ROLE MODEL AND WHY? 
At the risk of stealing lines from Matthew McConaughey’s 2014 Oscars speech, I look 
up to my future self, the person that I am aspiring to be. However, I strongly believe that 
there is something to be learnt from everyone.

YOUR HOBBIES?
Trying to run my first half marathon in March since high school days, which should be 
interesting considering my training has not been quite where it should be.

DID YOU EVER FEEL LIKE GIVING UP? WHAT MOTIVATED YOU TO 
STICK IT OUT? 
There were times when the workload was high and the concepts difficult and I felt 
disheartened. That being said, I have always been taught to rise to the occasion and to 
never give up.

YOUR ROLE MODEL AND WHY? 
My father for his dedication and generosity, my mother for her wisdom and 
selflessness, my oldest brother for his courage and my other brother for his zest for life.

YOUR HOBBIES? 
I love baking. It’s a way in which I can de-stress, channel my inner creative self and 
share my baked goods with my loved ones.

HOW DID YOU PREPARE FOR YOUR EXAMS? 
I had a break one or two days before receiving the pre-release information to de-stress 
and recuperate. Reading the pre-release by myself was also very important – after that 
you can meet up with your group (an important reason for my success) to discuss.

BEST PIECE OF ADVICE? 
Never be the smartest person in the room.

HOW DID THE COMPANY SUPPORT YOU? 
KPMG strives to focus on trainees’ academic work. Their academic support team 
reminded all trainees to take leave; they had a meeting before the final to provide 
motivation and a ‘game plan’; and they were always just an email away if we required 
help.

OTHER ACHIEVEMENTS? 
Completing six Two Oceans half marathons. 

MICHAEL ASHTON

NICKI BERRANGE 

CALLEN BROWN
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JOSH CESMAN

WYNAND CROUS

ROBERT EDWARDS 

INSPIRATION TO BECOME A CA(SA)? 
Undoubtedly my uncle, Jonathan Raichman CA(SA). After my result came out I told him 
‘look what you did’.

THOUGHT OF GIVING UP? 
All the time. But then I remembered ‘there’s a reason I set that alarm clock in the first 
place’. That is my e-mail signature to this day.

CELEBRATED at Movida nightclub with my friends and exam group. The next day I 
went on a hard three-hour cycle on my own to let my mind wander and to process the 
whole thing.

EY was incredibly supportive and extremely generous with their study leave policy. 
We were not allowed to work overtime the week before the case study in order to be 
sufficiently well rested. Even when I wanted to work my manager wouldn’t let me – that 
really meant a lot to me.

HOW DID YOU PREPARE FOR YOUR EXAMS?
I read a lot of news and financial magazines to keep up to date with what is going 
around me. Being informed about what is going on around you and in the markets help 
you when you need to answer questions in the APC, but it also helps you when you 
are working with clients. Being informed helps you to have meaningful and relevant 
discussions.

ROLE MODEL? 
My father. He taught me to be humble and to keep your head down. Coming from a 
small town in the Southern Cape to making a success of himself and being able to 
provide for our family is truly inspirational. 

BEST PIECE OF ADVICE?
‘You can’t keep a good man down’ − my mother. She always says that you should just 
keep on working hard and do the best that you can and then people will realise what 
you are capable of. Just do the best that you can in everything that you do.

THIS EXAM has been six years in the making from when I started articles while 
studying through UNISA. 

THE SUCCESS IN THIS FINAL HURDLE is due to everyone who has helped 
me along the way; from first-year study and article colleagues, to lecturers, current 
work colleagues, friends, family, and to my APC team members. I can’t thank everyone 
enough, I’m glad of the decision I took all those years ago to take this journey. It has 
been successful, and I have honestly enjoyed it. 

BEST PIECE OF ADVICE?
If in doubt; take it to overs and unders – that also applies to life.

FEATURE | APC CANDIDATES
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EVER FELT LIKE GIVING UP? 
When I look back at 2017 I will remember it as being incredibly difficult, tough, but most 
of all character defining. Not only did I write APC in November 2017, but I also took on 
the challenge of writing the CFA level 1 exam a few weeks later in December. Balancing 
my study commitments with work, as well as trying to find time for my hobbies and 
social life was extremely challenging. There were many occasions when it would have 
been easier to give up, but I knew nothing would beat the feeling of success and 
passing both exams. 

YOUR HOBBIES?
I am an avid road runner and mountain biker. I ran my first Comrades Marathon while at 
university and I am very keen to add to my tally of three Comrades Marathon medals. I 
also look forward to participating in my first triathlon later this year. 

EVER FEEL LIKE GIVING UP? 
One of my favourite quotes from the poem Ulysses by Alfred, Lord Tennyson is ‘To 
strive, to seek, to find, and not to yield’. I don’t think I ever thought about giving up on 
the exam, but it has been necessary to remind myself that the present struggles are 
never worth yielding to.

DELOITTE LONDON was fantastic, giving us sufficient study leave, board course 
enrolment, bringing over a lecturer from the UCT board course to present exam strategy 
to us, shipping our books across to London from SA and enabling the whole group of 
trainees in London to work together on research and put our best feet forward on the 
day. 

HOBBIES? 
Since moving to London, my caffeine addiction has gone from bad to worse as I spend 
most of my time hunting down great coffee and travelling across Europe.

INSPIRATION TO BECOME A CA(SA)? 
Without a doubt my parents. My father is a CA(SA) who always had inspirational stories 
of the interesting people and situations you come face to face with in this environment. 
My mother is a very independent woman with her own dreams and ideas and always 
inspired me to be as strong as she is.

PREPARATION FOR EXAMS? 
A strong and diverse study group who really taught me to think out of the box.  With 
different cultures and backgrounds, we collaborated our thoughts and ideas until there 
were no more stones left unturned.

WHAT MADE THE STRESSFUL TIME EASIER? 
A lot of support from my husband who helped with anything he could so I could just 
focus on studying. I really have to thank him for his kindness during this time.

BEST PIECE OF ADVICE? Nobody is going to die.

MICHAEL ETCHELLS

ST-JOHN HUNTER

MARINA JORDAAN
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SHALIN NAIDOO 

KYLE TRIEGAARDT

MIGAEL VAN 
SCHALKWYK

INSPIRATION TO BECOME A CA(SA)? 
I get bored very easily and can’t see myself doing the same thing for an extended period 
of time. I was drawn to the chartered accountancy profession due to the number of 
options one has once qualified. I would have the opportunity to change as time goes on.

ROLE MODEL AND WHY? 
Cristiano Ronaldo. His dedication and worth ethic is unparalleled. To quote him: ‘Talent 
without hard work, is nothing.’

I REALLY CANNOT THANK DELOITTE ENOUGH FOR THE ROLE 
THEY PLAYED. The skills and experience that I’ve gained over the past two years 
are invaluable. A huge thanks to the partners, managers, other trainees and support 
staff that were there for us. Lastly, their financial support (in terms of APT and APC) 
should not go unnoticed.

EVER FELT LIKE GIVING UP? 
My lowest point was the first half of honours. It was quite a step up from undergrad and 
my marks suffered. I wouldn’t say I considered giving up but it was the point where I 
felt like I couldn’t do it. But thankfully I had a good support structure and with an attitude 
to rather fail than give up, I succeeded in the end.

ROLE MODEL AND WHY?
 Definitely my parents and grandparents. They are all very hard working, unwavering in 
tough times and have always put the needs of the family above their own. I hope to be 
like them.

HOBBIES? 
Over the last few years I have taught myself to play the electric guitar and I also enjoy 
riding motorcycles.

YOUR FAVOURITE QUOTE?
‘With hard work comes great reward.’ I would constantly remind myself of this and 
focus on where I want to be and what I want to achieve. I also believe that a strong 
support group will always help you to get through the tough times.

HOW DID YOU CELEBRATE? 
I am a big fan of food so I went to Marble restaurant in Rosebank with my family and 
later on we played some golf (one of my hobbies).

ROLE MODEL AND WHY? 

Steve Jobs is definitely one of my role models. He cared so much about the little things 
in order for his company to be different and set it apart from its competitors. I strongly 
relate to this as caring so much about the little things will set you apart from others in 
your own unique way. 
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FUTURE ASPIRATIONS?  
I am interested in the advisory/transactional sector and will pursue possible long-term 
secondment opportunities in the US after completion of my articles. In the long term, I 
would like to return to the education sector and pursue further academic research. 

BEST PIECE OF ADVICE? 
‘It is not the critic who counts, not the man who points out how the strong man 
stumbles or where the doer of deeds could have done them better. The credit belongs 
to the man who is actually in the arena; who errs, who comes short again and again, 
because there is no effort without error and shortcoming. Who at best, knows in the 
end the triumph of high achievement and who at the worst, if he fails, at least fails while 
daring greatly’ –  Theodore Roosevelt

ROLE MODEL AND WHY? My grandparents – the heart of their existence always 
contains kindness, compassion and humanity.

I PREPARED FOR THE EXAM WITH MY STUDY GROUP. We worked well 
as a team where everyone contributed, working through the case study and delivering 
excellent work. Everyone pulled his/her weight, which ensured that our entire group 
passed the exam. 

I CELEBRATED WITH GRATITUDE WITH MY FAMILY AND FRIENDS 
OVER THE WEEKEND. I am extremely thankful towards my loved ones and friends 
who continuously and tirelessly motivate me.

FUTURE ASPIRATIONS?   
My short-term goal is to learn more about finance and business in the final year of my 
training contract at Deloitte. I would like to complete an MBA degree in the near future 
and work at a company where I can be involved both financially and operationally.

CONRAD VAN ZYL 

HENDRIK ERASMUS 
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when looking to the future, SKILLS are AT THE HEART OF A HEALTHY ECONOMY.

Accountants, auditors, financial planners, wealth managers – their skills keep the South African economy ticking 
over and safeguard its reputation for the benefit of all citizens. 

Fasset ensures that finance and accounting professionals are trained to anticipate the unexpected; that those 
responsible for managing corporate finances are fully versed in legislation and governance, and that consultants 
relied on by South Africans to dispense responsible financial advice have the knowledge and acumen to do so. 

Fasset is building a lasting legacy to shape South Africa’s financial future. Visit www.fasset.org.za.

facebook.com/fasset.org  •  086 101 0001  •  fassetcallcentre@fasset.org.za  •  www.fasset.org.za

“The future belongs to 
those who believe in the 
beauty of their dreams”
Eleanor Roosevelt

http://www.fasset.org.za
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IN 
GOOGLE 

WE TRUST

IN SUMMARY

We’re welcoming robots into our homes, cars and workplaces. And they are 
enabling things that were impossible, or very hard, or very expensive to do. 
Doesn’t it blow your mind that every day you can use satellites orbiting the 
planet to find out if there is traffic on your route home?

There is also an understandable moral panic that we are in the process 
of losing our humanity. This is it: we’ve opened Pandora’s Box and the 
inevitable result is subjugation by our cyber-overlords. While I agree we’ve 
reached the point of no return and a digital future is a certainty, I think we 
should take this chance to re-examine what it means to be human, and 
code this into the software that is part of our lives. This will, hopefully, 
ensure technology delivers on its promise to be an equaliser, and not per-
petuate the divisions in society.

Unfortunately we’ve already seen a few instances where the latter has 
happened. Take Google’s facial recognition system that only recognised 
white faces. Or Google Translate, that translated the gender-neutral pronoun 
in Turkish in a decidedly 1950s way: ‘He is a doctor, she is a nurse.’ Or 
LinkedIn, that, when you enter a typically female name, suggests that you 
might be looking for the male equivalent, but not the other way around. 

But this is hardly surprising, as the AI field is new, and we are still learning. 
On the other hand, it does seem that the less pleasant side of humanity is 
rising to the surface, thanks to lack of diversity in development and testing 
teams, and lack of repre-sentative data in samples. Or, as in the case of 
the Google Translate example, which was based on existing common word 
combinations, the machines are simply reflecting our shortcomings back at 
us.

Nevertheless, it is time for some serious thought. Trust, ethics and morality 
need to be coded into our software now – consider the decisions self-
driving cars are going to start making on our behalf. Who will define these 
rules and algorithms, and what choices will they make? Because at the 
moment it is corporates that are making them (or not making them), and 
the last time I checked, increasing profit and shareholder value still ride very 
high on corporates’ priority list.

There is a Tesla Roadster broadcasting David Bowie on 
repeat while travelling through space. What a time to be 

alive! And, I’d argue, the perfect time to rethink what it 
means to be human. But, we need to do it very carefullyBusiness Advisor

KEVIN PHILLIPS CA(SA) 
Kevin Phillips is CEO of IDU Group

Trust, ethics and morality need to be front 
of mind as we enter the digital age. This is 
how we’ll unlock all the benefits of AI and 
other technologies, and hopefully limit the 

downsides.

I leave you with the words of Steve Wozniak, 
co-founder of Apple: ‘You used to ask a 

smart person a question. Now, who do you 
ask? It starts with g-o, and it’s not God …’
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We are all on a journey of self-development. As a speaker, 
every time you get up onto a speaking platform, regardless 
if you are speaking to an audience of 5 or 5 000 people – 
your purpose is to improve your skills as a speaker. In this 
article, I share my personal insights on what has helped 
me to improve the skill of speaking in public

ADVICE | VIEWPOINTS

RECEIVING
FEEDBACK

WORDS OF 
ADVICE

COMMON CRUTCH WORDS

FEEDBACK = GROWTH Randy Pausch, an American professor, once famously 
said: ‘When you’re screwing up and nobody says anything to you anymore, that 
means they’ve given up on you.’ When you receive feedback from someone, it 
means that they still care. Focus on this fact. When you have a growth mindset, 
you will view feedback as an invaluable process to your growth. You will also pay 
attention to the advice you receive. However, if you have a non-growth mindset, 
you will perceive the feedback as a threat. You might even have thoughts like, ‘this 
person doesn’t like me – that is why they are saying this’.

LABELLING How you label the feedback is how you receive it. Once you received 
feedback, you have a feeling about it. The feeling then drives the meaning that 
you give to the feedback. So, if you label feedback as ‘criticism’, you receive it as 
‘criticism’ and the meaning that you attach to the feedback becomes ‘criticism’. I 
often hear people say to me, as I offer them feedback: ‘Criticise me – I am ready,’ 
to which I correct them and say, ‘I am ready to provide you with developmental 
feedback.’ Change the label of the feedback and you will change its meaning.

SIFT FACT FROM OPINION If your evaluator is not being specific, ask questions 
to clarify his/her meaning. If they had said, ‘You had good eye contact’, ask them 
for specifics to elaborate the meaning. They might then say, ‘You balanced your eye 
contact with everyone in the room and not only looked to one side of the room’. 
Especially for developmental feedback, get your evaluator to explain what went 
wrong in your speech and what can be done differently next time. A not so good 
example: ‘You did not handle the question session effectively.’ Better: ‘During the 
question session, you took the questions from one side of the room only. This 
could make the other parts of the audience feel left out. Next time take questions 
from all parts of the room.’

Public Speaking Trainer
DINESHRIE PILLAY CA(SA)
Business Owner and Public Speaking Trainer

YOU CANNOT PLEASE EVERYONE 
Assess if the advice is in line with what 

the majority is saying, pay attention to it.

STEADY CHANGE It is impossible to 
apply all the feedback at once. Focus on 

improving the top two factors that will 
significantly impact how you speak.

STAND NEXT TO YOUR EVALUATOR 
versus them standing and you being 
seated. In this way, you receive the 

feedback as their equal.

WHAT YOU SEE IN OTHERS IS WHAT 
YOU BECOME You get better at receiving 

feedback the more often you are 
comfortable with providing feedback to 

others.
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Research and Markets in their 2016 report Robo advice: 
revolution or evolution suggest that low-cost, automated 
investment advice is set to become the core of financial 

planning services, with a market potential of $19,5 trillion 
assets under management (AUM)

ADVICE | VIEWPOINTS

DIGITAL 
ADVICE − A 

MAGIC WAND?

IN SUMMARY

WHAT DOES THIS MEAN? The growth will no doubt be exponential. In a 2016 
report Deloitte estimated growth in AUM, supported by robo advisory services, of 
between $2,2 trillion and $3,7 trillion by 2020, growing to $16 trillion by 2025.

The proposal is that online portfolio solutions for clients be developed by 
automating advice, automating client interaction, and ultimately automating the 
investment allocation and rebalancing of portfolios using sophisticated algorithms.

Many still argue that the failure rate of start-ups is high due to overcrowding and 
established brands catching up by leveraging off their brand and tech spend. 
Many argue that the client uptake remains low and are sceptical about the value 
of AUMs. However, in its 2018 Top ten trends in wealth management Capgemini 
highlights that growing technologies such as artificial intelligence (AI), robotic 
process automation (RPA), application programming interfaces (API), and of course 
blockchain are enhancing the client experience and allowing wealth managers to 
focus on the human engagement. Cybersecurity is becoming more robust.

Customer experiences and solutions will become more personalised and flexible 
with these cognitive programs. Even complex issues will be resolved in real time. 
Investment decisions will be transacted in real time. Regulatory compliance will be 
managed in real time. And all this will be enhanced further by the benefits of scale 
that come with the use of technology. 

The traditional models are changing, particularly in view of the focus on 
reducing costs and fees with the growth in low-cost passive investment and 
fee-based advice models. Now more than ever, the ability to reach the broader, 
underserviced market is improving. It is not just about the millennials either, for 
the affluent are becoming increasingly technology and financially literate.

In a world of client self-management, with its increasing speed of service, low 
cost, transparency, and the integration of technology into every facet of our lives, 
digital advice is here to stay.

We accept online banking, online shopping, online travel bookings, online taxi 
services, and online social engagement. It is part of our lives, and so will online 
wealth management become to an ever-increasing extent. The risks and conflicts 
are the same. The choice and decision is when to use technology and enjoy 
the benefits, and when to seek human interaction. Hybrid wealth management 
solutions will become part of our lives.

What are we looking to achieve? We 
need to decide how we want to use the 

technology right from the strategy stage, to 
investment implementation, transactional 

servicing, and reviews.

How will this integrate with our risk, estate 
and tax planning for example?

How robust is the technology and institution 
– can we trust the solutions and the 

governance? After all, not much is tangible 
in a screenshot of a portfolio.

Successful advisors will use technology to 
enhance the client experience.

We love the freedom of technology, and 
have embraced it in many other areas of our 

lives, but after all, we are human!

Wealth Advisor
MIKE LLEDO CA(SA) 

Mike Lledo is an Independent 
Financial Services Consultant
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ASSESSING 
YOUR 
RETIREMENT 
SAVINGS

IN SHORT

The biggest systemic issue, given South Africa’s high unemployment rate, is that 
the majority of our population is forced to rely on a state old-age grant of only R1 
600 a month. Further to that, there are many of us privileged enough to tap into a 
formal pension scheme, but foolhardy if we think that that alone might be enough. 
I am not an actuary. I cannot tell you how much is enough. But I can say that the 
more I read, the more convinced I am that you need more than just your employer’s 
default retirement fund.

Many of our local investment and insurance groups have done preliminary research 
in this field. Old Mutual’s Retirement Monitor showed a low savings trend among 
its respondents owing to a large increase in the percentage of income spent 
on consumption or living expenses. The most common reason given for not 
contributing to any retirements savings was ‘I cannot afford it’.

National Treasury estimates that only 6% of South Africans will be able to replace 
their full income at retirement and maintain their lifestyles. And what makes it 
worse is that our statistical life expectancy just keeps shifting upwards. Therefore, 
the quantum of savings required after retirement could be much greater than 
expected. 

National Treasury has also stated that one of the primary reasons why we reach 
retirement with insufficient savings is leakage, in other words not re-investing our 
retirement savings when changing jobs (I admit, I am guilty of having done this). An 
Old Mutual survey found that 61% of members who had changed jobs in the past 
15 years withdrew some of their retirement benefits in cash. The occurrence of cash 
withdrawals was higher when the change in job was not voluntary, in other words 
because of dismissals or retrenchments. While it is tempting to state that the rules 
that allow us to withdraw our pension fund accumulations prior to retirement impact 
our retirement wealth negatively, what else can we do when the cost of living keeps 
increasing? 

Let us break it down. Start by assessing who you are in this story. In other words, 
do an assessment for yourself. Once you know where you stand, we can start 
talking about how to improve, or at the very least, work with that. 
Please note that the author of this article is not a certified financial advisor in terms of the 
Financial Advisory and Intermediary Services Act 37 of 2002. Accountancy SA and the author 
cannot be held liable for any loss (including indirect and consequential loss) arising from your 
reliance on the opinions given in this article. Should you nevertheless elect to rely on this article, 
you do so at your own risk and agree to indemnify Accountancy SA and the author from any loss 
or damage that you may suffer as a result. 

FinMark Trust and the South African Savings 
Institute (SASI) reported that 6,9 million of 

salaried South Africans did not have any long-
term savings in 2015. Are you one of them? 

Simple probabilities show that there is almost 
a 2-in-1 chance you are. If not, and you do 

have long-term savings inclusive of retirement 
savings, have you ever done an assessment of 

whether those savings will suffice? If not (or 
if so, and you did not heed the warning signs), 

are you prepared for significantly reduced 
standards of living in retirement? These are 

questions you need to be asking yourself.

Personal Finance Advisor 
GIZELLE WILLOWS PhD, CA(SA) 
is an Associate Professor at the University of 
Cape Town

The retirement landscape in South Africa is 
characterised by two pension systems: an advanced 
formal pensions sector and a means-tested social 
security system. However, a concern raised by actuary 
Rob Rusconi is that of the large ‘uncovered gap’ 
between these two systems: those individuals who 
benefit from neither
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Artificial intelligence (AI) has already changed the way that 
we operate in our lives and businesses to a great degree 

and will continue to do so exponentially into the future. 
How will this ‘machine learning’ translate into our own 

learning and workplace culture?

AI AND 
LEARNING 

CULTURE 

In 1999 Salzberger-Wittenberg, Williams and Osbourne wrote an 
interesting piece on human learning. They stated: ‘Real learning ability 
and discovery can only take place when a state of not knowing can be 
borne long enough to enable all the data gathered by the senses to be 
taken in and explored until some meaningful pattern emerges. If we are 
to understand other human beings, we have to start from a state of not 
knowing, an interest about finding out by observing, listening and being 
receptive to the communications conveyed by others to us, both verbally 
and non-verbally.’

Key elements of learning and culture are therefore grounded in the sensory 
and emotional connections that we as humans make in the context of life 
and work. In contrast, the algorithm learning that machines and computers 
perform, lack the insight into basic intrinsic needs of humans, and do 
include human biases through programming. 

I attended a talk on a company using AI in recruitment which noted that 
the selection process was reduced from four months to two weeks (with 
thousands of applications) at which time the AI delivered its shortlist of 
candidates. The shortlisted candidates then attended an assessment 
centre and a final selection for employment offers was made thereafter (by 
humans!). It seems inconceivable that there was no human interaction in 
selection prior to the final round. I wonder about the ‘lost’ candidates in 
the AI process that might have been better suited to the company or what 
unfortunate biases may have been input into the algorithms that delivered 
the shortlisted candidates. The company was satisfied with the final 
outcome of ‘people’ in the room. From a learning and cultural perspective 
for the organisation and the AI specialists, it would be interesting to know 
how the learning from the machines could be deconstructed and compared 
to a current ‘human’ process and whether the end results would have 
differed significantly.

AI provides business with opportunities to deliver beyond expectations, 
and in the process the workforce will need to shift and become 
complementary to this new way of working and learning. From a cultural 
perspective, we need to ensure that our basic needs for inclusion, 
control and affection as humans are met and emotional connections are 
maintained. This will enable humans to continue learning and navigating 
the shifting organisational culture of the workplace alongside machines.

Learning & Development Professional
PAOLO GIURICICH CA(SA)

is founder and owner of Smart EQ  

THE POSSIBILITIES ARE ENDLESS.
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IF AI COULD …
For AI to enhance human interaction, we 

should be seeking more positive potential 
from this inevitability. Imagine if AI could:  

DELIVER LEARNING relevant to an 
individual’s emotional state, straight after 

an interaction or meeting with variable 
personalities in that organisation    

DELIVER TARGETED news in 
organisations that would promote good 

corporate citizenship and flag instances that 
could see humans falling short

DELIVER PATTERNS of biases
 in our society and organisations 

and feedback the instances

DELIVER STAFF to our 
organisations who fill the skills 
and diversity gaps that we lack
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Want to 
lead more 
actively?
Take the SAICA LEAP
SAICA LEAP (Leadership excellence 
accelerated programme) is what 
you need for  business acumen and 
leadership skills to lead a business 
or build a new one.

Limited seats 
available.

You'll benefi t by getting the tools to:
Lead more effectively
• Create sustainable and profi table business ventures
• Future-proof yourself against disruptive changes that 

digitalisation poses to fi nance businesses globally
• Analyse market trends, threats, opportunities and risks
• Help build your Personal Development Plan

Who should attend?
Chartered accountants and other fi nancial professionals who 
have less than 15 years' work experience.
Those with the potential to be promoted to senior positions 
in the short to medium term, or who plan to start their own 
businesses in the short term.

Programme information

              COURSE FEE 

R65 000 for SAICA members and associates.
The cost includes tuition, instruction material, 
lunches and refreshments and VAT is exempt.

SAICA members and  associates will receive preferential 
access to seats on the programme. Please note that seats are 
limited for non-SAICA members. 

DATES
Block 1: 30 May - 3 June 2018
Block 2: 29 August - 2 September 2018
Block 3: 18 - 21 October 2018

CPD POINTS
120 CPD Points

Book now at www.gibs.co.za/saica

This programme will  assist you to grow your career and help  make better 
business  decisions for yourself and for your organisation - whether as an 
employee or as a new business owner. 

http://www.gibs.co.za/saica
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There was a time when accountancy 
business owners were seemingly 
guaranteed high profit emanating 
from a business model that was often 
characterised as the 1/3, 1/3, 1/3 
model. That model is also known as the 
cost-price model whereby the hourly 
charge rate was based on a 3−4 times 
multiple of salary. This model still exists 
to some extent, but it is no longer 
delivering those same margins. The 
reasons are evident, and they include:

• Salary costs in real terms are 
greater than ever before.

• Training costs have increased.

• Social security costs have 
increased.

• Time out for holidays has increased.

• Funding for retirement has become 
compulsory (in some countries).

• Technology might have driven down 
costs for the accountancy business, 
but it has now reinvented itself as a 
competitor.

• Clients are more cost conscious 
than ever before and are prepared 
to resist fees at current levels let 
alone fee increases.

• Time managing the requirements of 
regulators such as IRBA and SARS 
absorb time for which the client 
sees no value.

KEY PERFORMANCE 
INDICATORS (KPIs)

You will know most of what there is 
to know about numbers. But maybe 
when it comes to viewing numbers 
there is too much emphasis on those 
in the profit and loss account.

KPIs should focus on the numbers that 

drive the numbers in the profit and 
loss account and balance sheet in the 
desired direction.

There are three numbers that you 
should calculate:

1 REVENUE PER BILLABLE HOUR

Do not focus on either your charge 
rate per billable hour, or the realisation 
rate. One is a number that you 
feel represents your value and is 
undoubtedly calculated by reference 
to a person’s salary and firm status. 
The other is a result of the maximum 
you feel you can bill compared to the 
accumulated time cost.

How to calculate? Divide the total 
number of charge hours and then 
divide this into the total fee revenues. 

What does the trend reveal? Recently, 
a partner in a Top 15 UK firm came 
to me and said that his executive 
committee was alarmed at the trend 
and even more alarmed to find that the 
forward projections reveal a 7% −  yes, 
a 7% − reduction in margin. 

‘IF YOU KEEP ON DOING WHAT 
YOU’VE BEEN DOING YOU WILL 
KEEP ON GETTING WHAT YOU 
HAVE BEEN GETTING’ 

AT FIRM
PROFITABILITY

In this, the first of a series of two articles, we look at the 
pressures on an accounting firm’s profitability

ANINITIAL LOOK

ADVICE | IMPROVING YOUR PROFIT MARGIN

Words Mark Lloydbottom
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2 REVENUE PER CLIENT

You will need to decide how to 
calculate this. I recommend you 
identify the revenue per business 
client. 

This is an important number to 
manage. While there remains a focus 
on compliance services there are 

perhaps lost opportunities to super-
serve the client with services that 
create greater value for the client. 

3  STAFF COSTS AS A PERCENTAGE 
OF FEE REVENUES

First of all, let’s look at one approach to 
calculating staff costs.

www.casewareafrica.co.za

CaseWare, a trusted and tested end to end XBRL imbedded solution

Transforming the way financial professionals work

Financial
Statements

XBRL

CIPC Deadline... 1 July ‘18

Are you XBRL ready?

Consolidated
Reports

Monthly
Management 
Reports

Secretarial
management

Company 
Tax
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• Include all chargeable staff salaries 
and direct on cost (social security, 
pension costs etc). Therefore you 
can, if you so wish, exclude costs of 
admin, reception and support staff.

• Include a fair market salary for all 
partners whose cost is not captured 
above.

Owners should be managing these 
KPIs and doing everything possible 
to ensure these KPIs over time are all 
moving in the right direction.

How? That is a good question. 
Remember the old adage that says, ‘If 
you keep on doing what you’ve been 
doing you will keep on getting what 
you have been getting’ – and that is not 
what you wish to happen – right?

IMPROVING JOB 
PROFITABILITY

I started to explore how to improve 
profitability when I was managing my 
own accounting business. That journey 
has continued and is now a specialist 
area that my clients and seminar 
attendees always find of interest. I 
trust you find some new ideas together 
with creative solutions to an old but 
now a must-solve problem.

WHEN YOUR TOP LINE IS 
NOT THE TOP LINE

On one occasion I was working with 
a £7 million seven-partner firm. One 

https://www.casewareafrica.co.za/
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of the partners was underperforming 
significantly. During our coaching 
sessions he told me he felt that he 
could make no real difference to the 
firm’s results as a result of the size of 
the firm. I considered that a very lame 
excuse.

In order to coach him out of this mind-
set, I showed him how the firm was 
grossing not £7 million but £10 million. 
He was somewhat bemused to say 
the least. I explained to him that it was 
a shortcoming of the double entry 
bookkeeping system.

£3 million is a huge number and yet it 
was not that unrealistic. 

You see, the point is that there is 
real potential for profit improvement 
if we focus on this £3 million gap. 
Remember that we ‘manage that 
which is monitored’.

Your firm’s profit and loss account 
is a document that all accountants 
go to first. That’s natural, it’s a core 
component of our outputs. But that 
statement can only reflect cash/bank 
payments adjusted by journals and 
accruals and prepayments. But, if 
you were to journal in the three core 
variances then I suspect that more 
time would be spent on addressing the 
objective of reducing these debits. It is 
these three variances that account for 
the £3 million gap.

So, back to my client. We looked at the 
time he was not charging, the write-
downs on his jobs and the discounts 
he was allowing, and he came face-
to-face with the reality that improving 
his performance would make a real 
difference.

There are three key variances between 
the real top line as I see it and the 
reported top line according to your 
financials.

1 CHARGEABLE TIME

Make sure you set chargeable hour 
targets each year with a good measure 
of S T R E T C H for each staff member 
(including all firm owners) and then 
monitor actual against budget … 
monthly. I did this in my accountancy 
business by producing a weekly staff 

member league table – not the most 
popular monitoring system I introduced 
but one that had those in the bottom 
half trying to up their performance. 
Then report in your profit and loss 
account (not in an attached supporting 
schedule) this variance and ask, ‘What 
can we all do to increase chargeable 
time?’

Key point: Watch firm owners and 
managers chargeable time in particular.

Write-downs – an introduction

Imagine this scene in the manager’s 
team meetings when they discuss the 
issue of write-downs: ‘Do you know 
the reason why we have write-downs 
in this place is that the partners don’t 
have the courage to bill what the job is 
worth.’

At the same time, the partners are 
meeting, and they are also discussing 
the same issue. Here is what can 
be heard: ‘Do you know the reason 
why we have so many write-downs 
is because the staff aren’t being 
managed efficiently or effectively by 
the managers. There are too many 
errors creeping in and staff are taking 
far too long.’ This is the black hole of 
job management – managers hold 
partners responsible while partners 
hold staff responsible. 

There are two very different types 
of write-downs and they need to be 
managed differently:

Manager John prepares a budget for 
R25 000 and goes along to the partner 
Sue who looks at it carefully and after a 
short discussion says, ‘I can’t possibly 
the client that fee – the maximum we 
can charge is R22 000.’

This R3 000 write-down is a sales 
variance.

With job complete John ventures into 
Sue’s office ready for partner review 
and sign off, only to tell Sue: ‘Sue, we 
have completed all our work, but we 
have also gone a little over budget. The 
total cost is looking more like R28 000.’

This R3 000 write-down is a 
productivity variance.

Time reporting systems rarely 
distinguish between these two 
variances.

Let’s look at these write-downs in 
more detail.

2  SALES VARIANCES 

Firm owners are usually responsible for 
agreeing the price for the assignment. 
Managers for producing a proper and 
full budget for the work. To the extent 
that the price for the work is less than 
the budget you have a sales variance.

Your objective should be to target a 
sales variance of not less than 95%.

 

3  PRODUCTIVITY VARIANCES

Remember the manager has produced 
the budget and good managers prepare 
good budgets. They should be on the 
look-out for client-caused problems 
and, like the car service manager, 
ensure that these are brought to the 
client’s attention – with a price to fix 
the problem.

So, partners are responsible for sales 
variances and managers/staff to 
manage productivity variances and 
then ensure that they are reported 
on monthly with everyone focused 
on seeking to reduce the quantum of 
these variances.

Key point: On this basis what is your 
firm’s true top line? 

Next month we will explore in more 
depth key strategies for improving your 
job profitability.

AUTHOR: Mark Lloydbottom is the 
founder of a number of leading edge 
publishing companies serving the UK 
accountancy firm marketplace. He 
is a leading consultant to accounting 
firms. Mark lectures for SAICA and has 
consulted with many South African 
firms. He is the author of Double Your 
Income available from SAICA
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Spatial technology allows CFOs and managers to drive massive 
improvements in financial management, reporting, and governance at local 
government level by analysing financial data within its real-world context, in 
other words on a map

I have tremendous difficulty in 
explaining to my former audit colleagues 
exactly what our company does. The 
few CAs(SA) that have heard the term 
geographical information systems (or 
GIS) consider it technical jargon that 
applies to engineers and town planners, 
with little bearing on what happens in 
the finance office. In this article I will 
attempt to shed some light on GIS 
technology and explain some of the 
ways in which the finance function at 
municipalities can benefit from maps. 

In the simplest of terms, the approach 
entails plotting data from a spreadsheet 
on a map, from where users can view 
and analyse the data in its physical 
context, and perform analysis based on 
records’ relative position.

Municipalities exist to serve and 
manage citizens living in an area: 
providing utilities such as water and 
electricity, removing refuse and 
sewerage, maintaining infrastructure, 
etc. The foundation of the relationship 
(and any rights and obligations) between 
the municipality and its constituents is 
ownership or occupation of property 
within the municipal boundary. Since a 
municipality’s entire operation relates to 
a physical location of some sorts, it just 
makes sense to know exactly where 
these physical locations are.

GETTING STARTED

Plotting the data on a map, or 
‘geocoding’, is usually the most difficult, 

Words Nicolaas Klopper 
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MONEY
MAPPING MUNICIPAL 

LET’S START BY USING 
THE TECHNOLOGY TO 
ANALYSE AND IMPROVE 
OUR REVENUES. NOT ONLY 
DOES THIS STARTING POINT 
GENERATE EXCITEMENT (WHO 
DOESN’T ENJOY SEEING 
REVENUES GO UP?), BUT THE 
INCREASED REVENUES HELP 
FUND THE PROJECT.
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time-consuming, and expensive part of 
a project. It is also the most crucial and 
fundamental step to get right – many a 
project manager has regretted cutting 
corners or saving cents here. You can 
have the best analyses in the world, but 
if your data isn’t reliably mapped, your 
conclusions will be flawed.

The process of geocoding includes 
cleaning and standardising the address 
data on the financial system, comparing 
it programmatically to an already 
geocoded list of addresses (referred 
to as a national address dictionary, or 
NAD) and then manually geocoding 
exceptions. The result of the process 
should be that each record in the 
financial system is linked to a registered 
property (more about this later).

Take note: there are several service 
providers that do geocoding, but horses 
for courses − if you’re doing a quick-and-
dirty marketing analysis, a cheap online 
batch geocode is sufficient. However, 
where accuracy is of the essence, be 
sure to use a company that specialises 
in South African, stand-level geocoding 
(our addressing system has surprisingly 
many quirks).

Once the data is geocoded, the fun 
starts. The data can now be viewed 
and analysed in a variety of tools and 
formats, from simple visualisations 
where different colours have different 
meanings, to more complex formulae 
where statistical analyses are performed 
on records with their relative location as 
an input.

REVENUE MANAGEMENT 
AND ENHANCEMENT

Let’s start by using the technology to 
analyse and improve our revenues. Not 
only does this starting point generate 
excitement (who doesn’t enjoy seeing 
revenues go up?), but the increased 
revenues help fund the project.

PROPERTY RATES

Targeting property rates is a good place 
to start, since it entails geocoding 
and testing the property register, and 
represents roughly 15% of municipal 
revenue.

Property rates are calculated as the 
value of each property multiplied by 

the applicable rate (based on zoning 
and usage). All municipalities maintain 
a property register that contains this 
information.

The first step is to verify whether every 
property within the municipal boundary 
that is registered with the Deeds Office 
appears in the property register.

The land parcels database maintained 
by the Surveyor-General contains all the 
surveyed properties in the municipal 
area. Each of these is then linked to a 
title deed to determine whether the 
property has been registered or not, 
since the property owner becomes 
liable for rates once the property is 
registered. 

Next, each record in the municipal 
property register is linked to a registered 
land parcel, to identify registered parcels 
that aren’t yet being billed.

Once completeness has been verified, 
the accuracy of the rates category and 
valuation is tested, typically by doing 
reasonability checks like comparing 
each property to its nearest neighbours. 
Exceptions are identified and then 
inspected by a human operator to 
determine the reasonability of the 
valuation/category. Other tests can 
include testing against living standards 
measures or other spatial datasets.

SERVICES AND UTILITIES

The bulk of municipal revenue (usually 
between 40% and 60%) relates to 
services such as electricity, sewerage, 
etc. 

Each service account is linked to the 
map, as explained above, to identify 
properties that aren’t being billed. Next, 
each account’s tariff is compared to 
the tariffs of surrounding properties to 
identify and investigate outliers. If the 
service depends on monthly readings, 
the next step is to ensure that each 
meter is being read on a regular basis.

A big loss of revenue for municipalities 
is due to bridged water or electricity 
meters. While it is easy to identify 
a fully bridged meter with a normal 
spreadsheet, it becomes more difficult 
to identify meters that have been 
partially bridged. This typically occurs in 
high-use, affluent areas, where residents 
would bridge their high-consumption 
appliances such as geysers, swimming 

pools, and stoves while still running 
lights and so on through the meter. The 
meter then indicates low consumption, 
but not enough to flag them as 
suspicious if analysed without context 
against households from poorer areas. 
By performing spatial analyses and 
comparing consumption to average 
neighbourhood consumption, properties 
with suspiciously low readings can be 
flagged for inspection.

DEBTOR MANAGEMENT

It is critically important when combating 
a culture of non-payment, to address it 
in an entire neighbourhood at once. This 
ensures maximum effectiveness with 
minimum loss of community goodwill – 
people want to know they aren’t being 
unfairly singled out. 

Geocoding debtors age analyses 
creates maps that indicate areas of poor 
payment where interventions need to 
be focused, and by comparing maps 
over time, receivables managers can 
assess and report on the effectiveness 
of interventions.

ASSET MANAGEMENT

Reconciling the financial fixed asset 
register with the operational asset 
registers of multiple municipal 
departments is a nightmare. Assets 
are replaced by technicians, and the 
only notice that the finance department 
receives is an invoice for a new asset, 
without any indication of what should 
be impaired. Geocoding the financial 
asset register enables managers to 
reconcile it with the various operational 
asset registers spatially, physically verify 
the condition of assets, and identify 
indicators of impairment over an area.

ADVICE | MAPPING MUNICIPAL MONEY

JACK WELCH FAMOUSLY 
SAID, ‘LEAD CHANGE 
BEFORE YOU HAVE TO.’ 
GIS AND SPATIAL ANALYSIS 
ARE CHANGING THE WAY IN 
WHICH WE ANALYSE DATA, 
AND IT IS OPENING REALMS 
OF POSSIBILITY



54    accountancysa.co.za April 2018

ADVICE | MAPPING MUNICIPAL MONEY

AUDIT READINESS

Linking the municipal financial system 
to a GIS means that there is a treasure 
trove of useable data that the Auditor-
General can use to gain assurance. 
Not only is it easier to verify assets 
physically or see the completeness of 
revenue and debtors on a map, but with 
spatially enabled data a plethora of new 
computer-assisted auditing techniques 
becomes available. Auditors can better 
identify risk, do stratified sampling, and 
perform spatial analytical procedures, 
leading to greater assurance, and fewer 
disclaimers or qualifications. 

The benefits of GIS for audit will have to 
be the topic of a future article.

CONCLUSION

Jack Welch famously said, ‘Lead change 
before you have to.’ GIS and spatial 
analysis are changing the way in which 
we analyse data, and it is opening 
realms of possibility. Proper integration 
of GIS into our financial management 
workflows will undoubtedly lead to 
increased revenues, decreased costs, 

better governance, and overall improved 
financial health. Few engineers or 
scientists are ignorant of GIS and how 
it impacts their fields, but I fear many 
of us in the finance departments have 
lagged when it comes to adopting this 
new technology. Things are changing 
rapidly, and the sooner we get 
acquainted with this new technology, 
the sooner we will start reaping the 
rewards. 

This has been a mouthful, and I’ve only 
brushed the surface …

AUTHOR: l Nicolaas Klopper CA(SA), 
Director of 1map Spatial Solutions (Pty) 
Ltd

WHILE MANY CAs(SA) 
ARE STILL UNSURE 
ABOUT WHAT EXACTLY 
GEOGRAPHICAL 
INFORMATION 
SYSTEMS ARE, THEY 
ARE CHANGING THE 
WAY IN WHICH WE 
VIEW AND INTERACT 
WITH FINANCIAL DATA 
RAPIDLY. SPATIAL 
TECHNOLOGY ALLOWS 
FOR POWERFUL 
ANALYSES AND 
REPORTS THAT LEAD TO 
INCREASED REVENUES, 
BETTER BUDGETING, 
DECREASED LOSSES, 
IMPROVED ASSET 
MANAGEMENT, AND 
MUCH MORE. AS 
LEADERS IN THEIR 
ORGANISATIONS, 
CAs(SA) HAVE A 
RESPONSIBILITY TO GET 
ACQUAINTED WITH GIS 
AND TO EXPLORE HOW IT 
CAN CONTRIBUTE TO THE 
FINANCIAL HEALTH OF 
THEIR ORGANISATIONS

IDEA IN 
BRIEF
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At SAICA, we don’t believe that one size fi ts all. As the foremost recognised institute for 
business leaders, we now offer three different accounting designations to set you off on
a path to success: CA(SA), AGA(SA, and AT(SA). All three designations are underpinned 
by SAICA’s solid ethical foundation, equipping you with the tools to uphold the highest 
level of professionalism, discipline and performance at the relevant business level.

CA(SA) is our premium business 
designation. It is a top-tier accounting 
designation that enables professional 
accountants to lead at the highest 
level in organisations.  CAs(SA) create 
and protect business value while 
informing and shaping the strategic 
direction in business and the broader 
economy.

AGAs(SA)  is our mid-tier accounting 
designation, equipping professional 
accountants with multidisciplinary skills 
to measure and enhance organisational 
value. AGAs(SA)  accelerate 
performance by bridging operational 
and strategic management functions 
within organisations.

AT(SA) is our practical, work ready 
foundational designation. This entry-
level accounting qualifi cation and 
professional membership offers a 
solid foundation in accounting, fi nance 
and business practice. AT(SA) is 
accessible to aspirant accountants 
who function at foundational business 
levels.

With our proud reputation for instilling and maintaining high levels of professional integrity, you can be assured of the 
quality and thereby credibility of a SAICA designation at any level.

THREE DESIGNATIONS. 
ONE SOLID PROFESSIONAL 

ORGANISATION 

http://www.saica.co.za
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In September 2016, the DAWG issued 
a Request for INPUT: exploring the 
growing use of technology in the 
audit, with a focus on data analytics 
(RFI).1 In line with the objectives of the 
IAASB to set high-quality international 
standards that form the basis for audits 
that add value, both in terms of the 
credibility and relevance of the process, 
they recognised the importance 
of understanding how the use of 
technology, specifically data analytics, 
impacts audit quality.  The purpose of 
the RFI was to explore whether the 
ISAs remain ‘fit for purpose’ to audits 
that are conducted in an environment 
that continues to evolve. 

The RFI highlighted key benefits and 
challenges that can be achieved by 
using data analytics in the performance 
of an audit. It informed stakeholders 
about the IAASB’s ongoing work to 
explore effective and appropriate use of 
technology with the view to obtaining 
further inputs and perspectives on 
whether all the considerations relevant 
to the use of data analytics in a financial 
statement audit had been identified. 

In January 2018 the DAWG issued a 
Feedback statement: exploring the 
growing use of technology in the audit, 
with a focus on data analytics2 to inform 
stakeholders of the key messages 
received in response to the RFI, with 
the view to provoking further thinking 
and exploration of data analytics.

GENERAL OVERVIEW OF 
RESPONSES RECEIVED

The 51 response letters3 received from 
stakeholders representing a wide range 
of jurisdictions confirmed support 
of the DAWG in the current role 
that it is playing and encouraged the 
future direction thereof, as indicated 
in the RFI.  Common, overall key 
messages received from respondents 
indicated that the current ISAs are still 
appropriate and should remain principle-
based but need to incorporate practical 
guidance on the use of data analytical 
technology in the performance of 
an audit. The important role that 
professional scepticism plays in using 
data analytics, including linking this to 

RECOMMEND | IAASB

FEEDBACK ON 
EXPLORING THE 
GROWING USE OF 
TECHNOLOGY IN 
THE AUDIT 

SUBSEQUENT TO THE 
BOARD MEETING 
HELD IN DECEMBER 
2017, THE DATA 
ANALYTICS WORKING 
GROUP (DAWG) OF 
THE INTERNATIONAL 
AUDITING AND 
ASSURANCE 
STANDARDS 
BOARD (IAASB) 
ISSUED A FEEDBACK 
STATEMENT TO INFORM 
STAKEHOLDERS OF 
THE KEY MESSAGES 
RECEIVED IN RESPONSE 
TO THEIR OUTREACH 
ACTIVITIES. THIS ARTICLE 
PROVIDES AN OVERVIEW 
OF THIS FEEDBACK 
STATEMENT
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procedures performed, the nature of the 
audit evidence obtained and evaluating 
the results of the procedures performed 
using data analytical technology, was 
also emphasised.

OVERVIEW OF RESPONSES 
TO SPECIFIC QUESTIONS

The RFI included six specific questions 
on areas for the DAWG to consider 
in determining the way forward. The 
following is a summary of the responses 
to these questions: 

(a) Have we considered all 
circumstances and factors that exist 
in the current business environment 
that impact the use of data analytics 
in a financial statement audit?

Although certain stakeholders 
showed more concern for specific 
circumstances and factors than others, 
there was overall agreement with the 
DAWG’s list of circumstances and 
factors that impact on the use of data 
technology, as follows:

• Data acquisition

• Conceptual challenges

• Legal and regulatory challenges 

• Resource availability

• How regulators and audit oversight 
authorities maintain oversight, and

• The investment in re-training and 
re-skilling auditors

Regulators and oversight authorities 
and national auditing standard setters 
were most concerned with challenges 
around data acquisition and the skills 
of auditors, highlighting that the results 
of the data analytical procedures are 
only as reliable as the data used in the 
performance thereof. 

The concern around the skills of the 
auditors was shared by accounting 
firms, but also expanded on in that 
this concern impacts a broader 
audience, including regulators and 
audit committees who also need 
to understand the role of the data 
analytical procedures in overseeing 
the work of the auditor. This concern is 
exacerbated by the limited experience 
that regulators and oversight bodies 
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FROM A SAICA 
PERSPECTIVE, 
EMERGING TECHNOLOGY, 
INCLUDING DATA 
ANALYTICS, HAS 
BEEN IDENTIFIED AS 
A PRIORITY FOCUS 
AREA. IT HAS CREATED 
A REPOSITORY OF 
INFORMATION  THAT WE 
BELIEVE WILL BE USEFUL 
TO MEMBERS. SAICA 
WILL ALSO CONTINUE TO 
MONITOR THE PROGRESS 
OF THIS IAASB PROJECT. 
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have in inspecting audits involving the 
use of data analytical procedures. It 
was suggested that collaboration with 
universities and other educational 
institutions may be necessary to 
address the issue of training and re-
skilling these affected parties.

The accounting firms also indicated a 
reluctance to embrace technology due 
to a fear of regulators having a different 
interpretation of how the data analytics 
procedures met the objectives of the 
auditing standards.

(b) Is our list of standard-setting 
challenges accurate and complete?

Regulators and oversight authorities 
identified that the biggest challenge 
relates to assessing whether the 
requirements of the ISAs have been 
met. Other respondents raised a 
particular concern around how the 
audit evidence obtained through 
the performance of data analytical 
procedures fits into the existing audit 
model, specifically as far as complying 
with the documentation requirements 
is concerned. 

National auditing standard setters were 

most concerned with the challenge of 
considering the relevance and reliability 
of data upon which the data analytical 
procedures will be performed, as well 
as the appropriate level of work effort in 
relation to any exceptions identified. 

Other challenges identified included 
how stakeholder expectations are 
managed and not misguided in relation 
to the procedures undertaken, when for 
example ‘100% testing’ is performed 
and how the concept of performance 
materiality is applied when designing 
analytical procedures.

(c) To assist the DAWG in its ongoing 
work, what are your views on 
possible solutions to the standard-
setting challenges?

The common consensus in the 
responses was that the standards 
should remain principle-based as this 
provides flexibility for the standards to 
remain relevant in and adapt to a rapidly 
evolving environment. 

While the current standards do not 
prohibit the use of data analytical 
procedures, they also do not encourage 
this in designing and performing 

innovative audit procedures. Accounting 
firms cautioned that premature 
standard setting may actually hinder 
or even slow down innovation, with 
public sector organisations echoing 
this and suggesting that, at this stage, 
the focus should be on observing 
the responses to these challenges in 
practice. Respondents suggested that 
non-authoritative guidance on the use 
of data analytics in compliance with the 
requirements of the ISAs, including real-
life practical examples, may result in a 
more timely solution to the standard-
setting challenges, as against revising 
existing standards.  

Academics indicated that active 
communication among the affected 
stakeholders is essential to ensure that 
standards are responsive to current 
practice and developments. Individual 
respondents raised the concern that at 
present, auditors generally do not have 
a sufficient understanding of IT to be 
able to design and perform relevant and 
effective data analytical procedures. To 
this end, the importance of training and 
upskilling auditors to remain relevant in 
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the market was emphasised.

(d) Is the DAWG’s planned 
involvement in the IAASB projects 
currently underway appropriate?

The IAASB currently has numerous 
projects underway, including, among 
others:

• The project to revise the quality 
control standards

• The project on group audits and the 
revision of ISA 600 

• The project on professional 
scepticism, and

• The revision of ISA 315 (revised)

The DAWG continues to be actively 
involved in the above-mentioned 
IAASB projects, in highlighting areas 
where the applicable standards may 
make reference to data analytical 
procedures, including expanded 
application material where appropriate. 
All respondents were in support of the 
DAWG’s continued involvement in these 
projects, some even suggesting that 
the involvement be intensified. 

(e) Beyond those initiatives noted 
in the Additional Resources section 
of this publication, are there other 
initiatives of which we are not 
currently aware of that could further 
inform the DAWG’s work?

Respondents identified the following 
initiatives that could be useful in 
informing the DAWG’s work:

• The Rutgers AICPA Data Analytics 
Research Initiative, which 
undertakes research projects 
that focus on the potential for 
integration of analytics into the 
auditing process at foundational 
level;

• A series of articles issued by the 
Institute of Chartered Accountants 
of England and Wales, aimed at 
facilitating dialogue and raising 
awareness around the use of data 
analytics in the audit; and

• The work of CPA Canada’s Audit 
Data Analytics Committee, which 
focuses on performing research and 
delivering quality thought leadership 
and non-authoritative audit guidance 
with respect to the use of data 
analytics in the audit of the financial 

AUTHOR / Hayley Barker Hoogwerf 
CA(SA), Project Director: Assurance at 
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1 https://www.ifac.org/publications-resources/
exploring-growing-use-technology-audit-focus-
data-analytics.
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technology-audit-focus-data.

 3 https://www.saica.co.za/Portals/0/Technical/
assurance/Data_Analytics.pdf.

statements.

(f) In your view, what should the 
IAASB’s and DAWG’s next steps be?

In the RFI, the DAWG indicated 
that it plans to continue exploring 
and understanding how the use 
of technology can enhance audit 
quality and in doing this, engage 
with affected stakeholders, including 
accounting firms of all sizes, regulators 
and audit oversight authorities, 
preparers, investors, those charged 
with governance and national auditing 
standard setters. Respondents to the 
RFI were supportive of the suggested 
way forward. 

Specific suggestions on the way 
forward included that the revision of ISA 
230, Audit Documentation and ISA 500, 
Audit Evidence be given priority and 
that the effects of new technologies, 
including blockchain, artificial 
intelligence and robotics, be considered.

THE DATA ANALYTICS 
PROJECT ADVISORY PANEL 
(PAP)

In the RFI, the IAASB indicated its 
intention to form a PAP to enable the 
IAASB to engage directly with subject-
matter experts and other interested 
parties on a particular topic. The PAP 
has subsequently been established 
and will be used by the DAWG for the 
following:

• To advise on developments in data 
analytics and the use thereof in an 
audit, which in turn will be used 
to inform the IAASB’s response in 
terms of standard-setting activities 

• As a technical resource available to 
the IAASB and the related working 
groups and in obtaining an external 
perspective on the use of data 
analytics in the performance of an 
audit on financial statements, and

• As a sounding board in considering 
feedback received from the RFI, 
to determine how to meaningfully 
progress with this project and to 
provide input to any guidance or 
other material that the IAASB may 
develop

THE WAY FORWARD

The IAASB has recognised the 
importance of understanding the 
use of technology, specifically data 
analytics in the performance of an audit 
of financial statements. It therefore 
intends to continue with its project on 
data analytics, including the provision 
of input into other projects that are 
currently under way to ensure that 
the standards remain relevant by 
incorporating up-to-date considerations 
in the use of data analytics. The DAWG 
will continue to engage with affected 
stakeholders through appropriate 
outreach activities to further understand 
the current application of data analytics 
and any concerns that accounting firms 
may have, as well as to identify best 
practices that firms have established 
based on practical experience with the 
use of data analytics. 

In response to the calls for guidance, the 
DAWG has commenced with drafting 
examples and illustrations of how data 
analytics can be used in compliance 
with the requirements of the audit 
standards and continue to enhance audit 
quality. 

From a SAICA perspective, emerging 
technology, including data analytics, has 
been identified as a priority focus area. It 
has created a repository of information  
that we believe will be useful to 
members. SAICA will also continue 
to monitor the progress of this IAASB 
project. 
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INDUSTRY 

IMPLIED
CARTEL 
PARTICIPATION

ASSOCIATIONS
AND

GIVEN THE 
CLANDESTINE AND 
SECRETIVE NATURE 
OF CARTEL CONDUCT, 
THE ONUS PLACED 
ON THE ‘PASSIVE 
PARTICIPANT’ IMPLIES 
THAT IT IS NOT 
SUFFICIENT TO MERELY 
DISTANCE ONESELF 
FROM THE CARTEL 
CONDUCT WITHIN THE 
CLANDESTINE SETTING 
OF A SECRETIVE 
MEETING. ONE WOULD 
NEED TO ACTIVELY 
SPOTLIGHT THE 
CONDUCT BY PUBLICLY 
EXPOSING IT AND 
PREFERABLY ADVISING 
THE COMPETITION 
COMMISSION OF SUCH 
CONDUCT

Words 
Avias Ngwenya

Cartels have long been understood to 
be one of the most egregious forms 
of anti-competitive conduct. This 
is because cartel conduct involves 
a secretive meeting of the minds 
between competitors whose aim 
it is to unashamedly absorb rents 
which are due to consumers and 
transfer these rents to the cartel 
members. In simpler terms, it is an 
agreement among competitors to make 
consumers pay more than they would 
under normal conditions so that each 
cartelist can earn more money than it 
would in a competitive environment. 
This is tantamount to unashamedly 
stealing from consumers. For this very 
reason South African competition law 
considers cartel conduct to be a per se 
prohibited conduct. Per se implies that 
a firm that is found to have engaged 
in cartel conduct is presumed to be 
guilty and, furthermore, that there is no 
recognised evidence that the firm may 
present in its defence. 

While explicit participation in cartel 
conduct has long been understood to 
be sufficient to implicate a firm in such 
conduct, there has been a degree of 
uncertainty, in certain legal corners, 
as to whether silent participation by 
firms in meetings where collusive 
agreements between competitors in 
a horizontal relationship are reached 
amounts to cartel conduct. The 
judgment by the Competition Appeal 
Court (CAC) in the appeal brought by 
two wholesalers that supply bicycles 
and bicycle accessories, Omnico (Pty) 
Ltd and Coolheat Agencies (Pty) Ltd, 
has sought to clarify the position. In 
its decision the CAC stated that silent 
participation by a firm in discussions 
where collusive agreements between 
competitors are reached, without 
any attempts by the firm in question 
to publicly distance itself from the 
conduct in question, amounts to a 
complicit approval by the firm of its 
participation in the cartel. 

30 MIN

https://www.saica.co.za/OnlineTrainingSSO/tabid/2110/language/en-ZA/Default.aspx
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This judgment by the CAC is extremely 
important for firms that are members 
of some form of industry association 
and/or firms that may engage with 
competitors in some setting or another. 
This is because the CAC’s decision 
places a significant onus on firms 
that find themselves as unintended 
participants in a meeting where 
some form of collusive agreement is 
discussed between competitors, to 
publicly distance themselves from such 
an agreement. Furthermore, given the 
recent criminalisation of cartel conduct 
in terms of amendments made to the 
South African Competition Act in May 
2016, the implications and risk now 
extend to employees (in particular 
directors and managers) in their 
personal capacity. 

The background of the case which 
the CAC considered is as follows: 
Omnico and Coolheat were members 
of a cycling association whose 
purpose was to tackle industry-wide 
issues such as lobbying government. 
During a meeting in September 2008 
Omnico and Coolheat were present 
where an agreement was reached 
among wholesalers that mark-ups 
on wholesale prices for bicycles and 
cycling accessories would be increased. 
Omnico and Coolheat contended 
that while they were present at the 
meeting, they did not actively agree 
to increase their wholesale prices 
and were merely ‘silent’ participants. 
Therefore, Omnico and Coolheat 
contended that any attempt ‘to find that 
silent participation gave rise to liability 
is to apply the incorrect legal test’. In 
addition, they also contended that it 
was incumbent upon the South African 
Competition Commission to show that 
the parties to the agreement regarded 
the agreement as being binding on 
them. 

The CAC has dismissed this line of 
reasoning. In doing so the CAC has 
noted that the hallmark of cartel 
conduct is that it is by its very nature 
deceptive and secretive and is 
conducted by means of conspiracy 
amongst firms which should be 
competing against each other for 
the consumer’s purse. As a result, 
an assessment of whether a firm is 
party to cartel conduct will involve 
a holistic view of the evidence. The 

CAC relied on the fact that Omnico 
and Coolheat participated in several 
meetings, exchanged and received 
correspondence – including copies 
of agendas and meeting minutes – 
that were never challenged by them. 
Accordingly, they were present and 
participated in meetings where such 
cartel agreements were arrived at. 

The main point made by the CAC was 
that at no stage did either Omnico or 
Coolheat distance themselves from 
the conduct in question. Indeed, 
this was the very point which the 
Competition Commission made 
and which was confirmed by the 
Competition Tribunal, when it noted 
that ‘Omnico and Coolheat did nothing 
to distance themselves from these 
discussions’. The CAC noted that ‘the 
minutes, the agenda and the testimony 
established the absence of any 
defence, disagreement or distancing 
by anyone at the meeting with the 
contents referred to’. Indeed, even 
other cartel participants who actively 
participated in the cartel conduct could 
not recall that anyone objected to the 
cartel agreement. ‘Mr Pienaar stated 
he could not recall anyone speaking 
against it. Everybody that was at the 
meeting knew there was a concern 
and everyone felt that there should be 
some change [i.e. a need to increase 
prices].’ 

Clearly, the point that the CAC is 
making is that in the absence of clear 
evidence that a firm has publicly 
distanced itself from the conduct in 
question, the only conclusion that can 
be drawn is that the firm in question 
participated in the conduct and/or 
wilfully benefited from the conduct in 
question. As the CAC noted: ‘Silence 
within a specialised context can 
never equal non-participation. There 
does not have to be a single pressing 
piece of conduct demonstrating cartel 
behaviour. The cumulative effect of 
conduct whether active or passive 
when assessed within a particular 
context is equally compelling.’

The question, in view of this judgment, 
is what actions will be required by firms 
as well as the individuals representing 
them to ensure that they sufficiently 
distance themselves from cartel 
conduct? 

The CAC has borrowed from European 
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Courts in noting that ‘there is a duty 
to speak or to report to authorities 
or publicly distance oneself from any 
uncompetitive behaviour’. The reason 
for this standard, as explained by the 
CAC, is because ‘having participated in 
the meeting without publicly distancing 
itself from what was discussed, 
the undertaking has given the other 
participants clear cause to believe that 
it subscribed to what was decided 
and that it would comply therewith’. 
Thus, the CAC’s judgment places an 
obligation on a firm which passively 
participates in a meeting or discussion 
where a cartel agreement is reached to 
actively and publicly distance itself from 
the conduct in question, and preferably 
report it to the competition authorities. 

Given the prevalence of industry and 
trade associations in South Africa, this 
judgment has significant implications 
for large and small businesses alike that 
are exposed to regular contact with 
competitors as well as the employees 
who represent them. Without a doubt, 
given the recent criminalisation of 
cartel conduct in terms of the South 
African Competition Act, even passive 
participation during discussions of this 
nature will not only open the firm in 
question up to liability in terms of the 
Competition Act, but will also open 
up the representative of the firm who 
is present during such discussions to 
criminal liability and possible jail time. 

In such instances, the interests of the 
firm and the individual representing the 
firm may not be aligned as there will 
be a need for individuals to act in their 
own interest. Thus, in keeping with 
international best practice in countries 
such as the United States, these 
employees would not be able to rely 
on the legal counsel of their employers 
and would have to seek their own legal 
counsel. 

Omnico was fined R1 925 366 
and Coolheat R4 250 612 for their 
‘passive’ participation in the bicycle 
cartel. Luckily for the company 
representatives, the conduct ended 
prior to the criminalisation of cartel 
conduct in South Africa.

AUTHOR l Avias Ngwenya, Economist 
at Norton Inc.
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THE LUXURY 
‘CONNECTED’ 
WATCH

With it new elegant diameter, the TAG 
Heuer Connected Modular 41 is now suited 
to the smallest wrists. Innovative, unique 
and distinctive, this luxury watch is at the 
forefront of the latest technologies available 
in Silicon Valley and, at the same time, a 
genuine Swiss watch bearing the Swiss 
Made label. New strap colours have been 
added to the collection: pink, blue or white 
leather. 

This will definitely your ‘go to’ bag for everything. Wear it to make an 
impact. 

Jekyll & Hide is a genuine leather manufacturer. With each collection 
being made using different leather giving it its unique colouring and 
texture, shoppers can expect an authentically 
unique range.

Madrid Ladies Handbag in Black, R4 299

TAG HEUER CONNECTED 
MODULAR 41

UNIQUE AND 

STYLISH

These turntables are stylish and look as 
good as the sounds they produce! 

Founded in 1883 in Sainte-Croix, 
Switzerland, THORENS is the oldest 
consumer electronics manufacturer in 

A RETRO 
DANCE FORWARD

the world. Their mission is to 
have the highest standards in 
precision and boast state-of-
the-art design. Renowned for 
the range of turntables they 
produce, great importance is 
placed on user-friendliness, 
timeless aesthetics as well as 
flexible configuration.

Available from                   
www.homemation.co.za

SCOTTISH LEADER 
WINS GOLD
The luxuriously silky and rich Scottish Leader 
12-year-old whisky, the flagship of the 
internationally renowned collection, has been 
awarded a prestigious gold medal by the World 
Whiskies Awards in the UK, during a first- 
round tasting. Its signature smooth, rich and 
sweet profile has earned the brand a significant 
international following over the years.   
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THE TWO HAPPIEST PLACES 
EXPLORE AND ENJOY 

A lot of products claim to make life better, but there’s an 
eternal truth that everyone eventually learns through wistful 
action: travel will truly make you happier. 

In fact, a recent study at Cornell University found that putting 
money towards experiences (like a once-in-a-lifetime trip) is 

MAGNIFICENT
NEPAL & 
BHUTAN

INDULGE: LIFESTYLE

There is nowhere in the world like the stunning 
Himalayan kingdom of Bhutan. Bhutan is often 
called ‘the happiest place on earth’, and Luxury 
Gold’s 10-day journey to Bhutan visits the 
capital Punakha Dzong and the Buddhist sacred 
monastery of Chimi Lhakhang where guests can 
enjoy the spectacular views and the peace that 
emanates from the 15th-century temple. 

more likely to bring lasting happiness than spending it on 
material objects. The just-released 2018 World Happiness 
Report lists Finland, Norway, Denmark, Iceland and Sweden 
as the Top 5 happiest places in the world. 

Here are the top spots on Luxury Gold’s list.

TIMELESS  SCANDINAVIA
On this 13-day journey, guests will enjoy 
days filled with delightful excursions such 
as a leisurely cruise through the Dutch-
style waterways of Gothenburg, Sweden, 
for a glimpse into the region’s history and 
much more. A truly exquisite experience is 
a guided kayaking expedition past awe-
inspiring waterfalls and towering mountains 
in Geiranger, Norway.  

For more information, please contact 
your local travel agent or visit                      
www.luxurygoldvacations.com 
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IN 2017, AMIDST MUCH 
FANFARE, BMW LAUNCHED 
THE ALL-NEW 5 SERIES. 
WITH THE NEW MERCEDES-
BENZ E-CLASS STARTING 
TO TAKE CENTRE STAGE 
AND HARDCORE BMW 
AFICIONADOS EXPECTING 
ONLY THE BEST FROM THEIR 
BELOVED BRAND, THE NEW 5 
SERIES CERTAINLY HAD A LOT 
TO LIVE UP TO. BUT HAS IT 
DELIVERED?

REGULARS | MOTORING

To start with, the refreshed look has 
done away with the recognisable V 
on the bonnet from the BMW badge 
expanding out towards the windscreen. 
Instead, BMW have gone for a cleaner 
bonnet with accents on either side of 
the grill. This, together with the wider 
grill and redesigned headlights, gives 
the car a more muscular and elegant 
look. Gone are the round fog lights 
replaced by an elegant line of LED 
lights. In keeping with the new design, 
the twin round headlight surrounds 
have been replaced by a more angular 
version with an open top. Gone is the 
bonnet dropdown that included the grill 
and instead there is a more modern grill 
that is separated from the bonnet. 

The side view brings the 5 Series more 
in line with the prestigious 7 Series. This 
is thanks to the inclusion of a chrome-
covered vent placed just behind the 

front wheel at the bottom of the wheel 
arch. The door handles are also more 
sleek and angular. The infamous shark 
fin antenna on the roof remains but has 
been stretched to create a more refined 
look.

The rear end looks much sportier and 
less bulky. The rear lights have a new 
elegant LED design and are narrower 
than the previous version. The high-level 
rear reflectors have been moved down 
and the squared tail pipes give the car a 
much sportier appeal.

All this makes the car look much more 
modern, but the biggest changes are 
inside the vehicle.

To start, the entire dash display has 
been changed to an LED screen, 
which means just like the 7 Series, you 
can individualise the displays to your 
liking. This includes changes in dials 

BMW520D
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depending on the drive mode selected. 
This goes from blue in economy mode 
to red for sport mode. In keeping with 
all new BMWs, the central screen 
mounted above the air vents does not 
have a cover above it, but it’s a rather 
slim design, making the dashboard look 
more airy and spacious. The air vents 
below have also been changed from 
small rectangular ones to larger ones 
that, together with the entertainment 
and ventilation controls, create an 
almost diamond-like look. What’s also 
new is that the wood inlays have now 
been included in the dashboard.

The addition of gesture control is also 
welcome, and although currently it is 
more of a gimmick, I can see many 
more gestures added in future. The 
best one though is the volume control: 
a circle of your finger increases or 
decreases the volume. The new seats 

have spine-like stitching down the 
seats which not only looks good but 
also makes the seats much more 
comfortable. The legroom front and rear 
has been improved, and so has the boot 
space.

The 2,0-litre diesel motor I tested 
had ample power for the weight of 
the car and fuel consumption was 
nothing more than impressive. The car 
never felt sluggish or lacking in ability, 
whether on the open road or doing 
short trips around town. The remote 
key impressed not only me but many 
a passer-by. It is rather large and also 
displays important info such as whether 
the car is locked and the fuel range left. 
But the main reason is the remote drive 
that the key allows. Although this is an 
optional extra, it is one I would gladly 
pay for. I am often parked in thanks to 
inconsiderate drivers, so you need to try 

ENGINE
TURBOCHARGED V8

POWER
140 KW

TORQUE
400 N.M

0–100 KM/H
7,6 SECONDS

PRICE 
FROM R564 423

and squeeze back into the driver seat. 
That is now a thing of the past … All 
you need to do is activate the key which 
then starts the car, and with a swipe of 
your finger on the screen of the key, the 
car reverses out of the tight parking bay 
and you can easily jump in and drive off. 
This can also be done when parking the 
car. 

On the whole BMW has not only 
reinvented the 5 Series into a modern, 
elegant, yet sporty sedan, but it has also 
raised the stakes with its technology 
and creature comforts. This has been 
done so well that it is not just a threat 
to the E-Class but also BMW’s own 7 
Series. This new 5 is definitely sheer 
driving pleasure. 
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Numerology tells us that the number 3 represents 
advantage. In business, it always pays to have the 
advantage. Having the advantage is the result of 
excellence. When you partner with a CA(SA), 
you partner with a specialist who possesses a level 
of unmatched excellence and skills needed to inspire 
the right numbers; the numbers that will take your 
business to new heights. Because business
is more than just numbers.  

Partner with a responsible business leader.
Partner with a CA(SA) today.

leaders in business
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Leaders in recruitment since 1982

CORPORATE FINANCE ANALYST – AA PREF
Competitive package plus bonus. CA(SA) with 2-3 yrs corporate 
fi nance or private equity exp to join highly regarded in-house 
corporate fi nance team. Assist with the management and execution 
of the group’s merger and acquisition activities including origination, 
execution and post deal management. Excellent academic and work 
track record essential coupled with superior communication skills 
and commercial astuteness. rick@thepc.co.za

Investments / Advisory

TECHNICAL ACCOUNTING SPECIALIST

HEAD OF PRIVATE EQUITY (AA)

R800K - R750K neg plus bonus. Prestigious institution seeks 
CA(SA) with excellent academic track record and 2-3 yrs exp 
ideally gained in technical division of large audit practice. 
Assist with the group consolidation function and critical IFRS 
implementation. Provide technical accounting opinions on 
complex transactions to several specialist business units plus 
participate in regulatory reporting projects. Network at exec 
level. rick@thepc.co.za

Salary Market Related. Privately owned investment 
banking fi rm seeks professional with 5 to 10 yrs exp 
to head up their Private Equity division. Experience 
can include private equity, asset 
management, corporate fi nance 
or structured fi nance. Seeking 
dynamic, entrepreneurial dealmaker 
with an impressive track record. 
CA(SA) / CFA / BCom Hons. 
melanie.smit@thepc.co.za

SNR CREDIT ANALYST: NBFI
R900K – R700K. CA(SA) / B.Com (Hons) with 4-6 yrs exp as a credit 
analyst focusing on non bank fi nancial institutions clients or credit 
analysis exp within a credit rating agency.  Previous exp in assessing 
and monitoring debt structuring transactions and debt syndications in 
order to minimise potential losses. Ability to make the best decision 
in order to protect the credit team. jann@thepc.co.za

For all our positions please visit our website: www.thepc.co.za | 011-244-5380

Banking
CORPORATE FINANCE ANALYST – AA

R650K - R500K. Independent corporate advisory fi rm seeks 
high achieving 1st attempt CA(SA), an all-rounder with excellent 
academic record. Financial services audts. Excellent opportunity 
to enter a front offi ce role. Support the associates / principals with 
the implementation of transactions and general corporate fi nance 
assistance e.g. research, drafting of presentations, fi nancial 
modelling etc. melanie.smit@thepc.co.za

STRUCTURED SOLUTIONS ANALYST – AA
Market related salary. Join a dynamic team specialises in local 
and cross border fund raising, investments and restructuring 
transactions, where they identify fi nancial and regulatory (including 
tax and accounting) arbitrage opportunities. Provide research 
and implementation support. CA(SA) / LLB or similar. Must 
have achieved excellent grades. Preferred previous exposure in 
fi nancial services industry. melanie.smit@thepc.co.za

GROUP FINANCE HEAD – LOGISTICS – AA

SENIOR FINANCIAL MANAGER – AA PREF

FINANCIAL MANAGER – MANUFACTURING

2IC / REPORTING FM: WEALTH MANAGEMENT

MANAGER: GROUP CREDIT REPORTING
R1.5M - R1.3M + bonus. Dynamic CA(SA) with at least 4 yrs 
senior FM exp gained with large corporate, ideally supply chain / 
logistics. Take ownership of running the group fi nance function for 
this well-known logistics brand. Become an integral part in assisting 
the company achieve its exciting medium term vision. Succession 
plan for strong leader with excellent technical skills and the ability 
to integrate fi nancial and commercial matters. lori@thepc.co.za

R1.3M – R1M + incentive. Hands-on, highly accountable CA(SA) 
with 5-7 yrs exp gained with large corporate operating in either a 
wholesale / manufacturing environment. As the Senior FM, you will 
be in charge of group fi nancial reporting including tax governance 
and fi nancial compliance for multiple entities. Will also entail 
strategy operationalisation, people management and development. 
Vibrant market leader. saskia.goldberg@thepc.co.za

R630K – R520K. Assertive Accounting Hons or CIMA with 3-5 yrs 
exp in manufacturing/factory environment plus strong costing exp 
to join dynamic organisation. As the FM, you will be responsible for 
fi nancial analysis, budgeting, forecasting, management reporting, 
people and stakeholder management. Dynamic market leader. 
saskia.goldberg@thepc.co.za

R600K - R500K. CA(SA) / B.Com 1-2 yrs exp and exposure 
to fi nancial services (wealth management / private equity) 
plus strong management accounting skills to assist the group 
FM with the delivery of accurate monthly accounting records.  
Manage and assist in upskilling the team to achieve this. Suited 
to a structured and fi nancially disciplined high performer. 
jann@thepc.co.za

R850K - R750K. CA(SA) / B.Com Hons with 4-6 yrs banking 
exp., specifi cally credit risk management. This group credit 
reporting role requires a confi dent B.Com Hons / CA(SA) 
with 5-7 yrs banking exp, specifi cally credit risk management. 
Be responsible for managing a small, a highly effective team 
and for the production of high quality consolidated internal 
and external reports, in order to facilitate the effective 
monitoring and management of the group’s credit portfolio. 
Strong interpersonal skills and knowledge of Basel essential. 
lori@thepc.co.za
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SANAS Accredited BBBEE Verification Agency 
BVA059

Xcelerate Verification Agency (formerly Izikhulu 
BEE Ratings & Ex-IRBA BEE auditor CPG Consulting) 
has over 10 years experience in efficient, ethical, 
professional and pro-active BBBEE rating services.  
Level 1, black women-owned compliant.

Tel: 0861 505 555
Email: info@xcelbee.co.za
Website: www.xcelbee.co.za
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FINANCIAL STATEMENT PREPARATION
Is your firm in compliance with Section 90(2) of 
the Companies Act? 
Reporting Partners is an independent firm of 
Chartered Accountants which specialise in 
the preparation of Financial Statements and 
Consolidations. 
Tel: 010 590 5994  Email: 
Jackie@reportingpartners.co.za

SERVICES

LEGISLATION REQUIRES YOUR VAT REGISTRATION NUMBER FOR INVOICING 
PURPOSES. FOR CLASSIFIED ADVERTISEMENT INFORMATION: 

CONTACT US ON  TEL: 011 621 6696.  ALL ADVERTISEMENTS TO BE SUBMITTED 
TO E-MAIL: CLASSIFIEDS@SAICA.CO.ZA

RECRUITMENT: CLASSIFIEDS

ARE YOU INTERESTED IN A MERGER?
Should you be interested in merging with a 
long established and extremely successful 
accounting and auditing firm in South Africa, 
which is JSE accredited and internationally 
affiliated, then there is no doubt that this 
could be mutually beneficial to both practices. 
Let us explore the possibility. Call Marius on 
0828873496 now.

ARE YOU INTERESTED IN SELLING?
In the world of accounting and auditing, a well 
established, JSE accredited and internationally 
affiliated CA firm is looking to acquire your 
accounting or auditing practice in Gauteng, 
Cape Town, Bloemfontein or Durban. Should 
you be interested in selling, please give Marius 
a call on 0828873496.

PARTNER ROTATION
Do you value your independence? 2017 audit 
partner rotation problematic? Call me Marius on 
0828873496 for solutions.

WE BUY
Accounting, auditing and tax practices or 
blocks of fees. Contact Pieter at 0823320646 or 
pieterw@bvgroup.co.za if you are interested 
in selling.

PRACTICE IN HERMANUS
Well established three partner practice in 
Hermanus, Western Cape, seeks a suitably 
qualified Chartered Accountant to manage 
Audit division. Partnership prospects after initial 
probation period. 
Email trevor@hermanus.co.za

PARTPARTNERSHIPS & PRACTICES PARTNERSHIP OPPORTUNITY
Well established two partner practice in 
Potchefstroom, North West, seeks a suitably 
qualified Registered Auditor to discuss 
partnership opportunities.  
E-mail: jobspotchefstroom@gmail.com
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TAX 
MORALITY 
AND THE CA(SA) 

EVERYONE WHO HAS STUDIED 
TAX SHOULD BE FAMILIAR 
WITH THE FAMOUS RULING IN 
THE DUKE OF WESTMINSTER 
CASE,1  WHICH IS OFTEN CITED 
IN DEFENCE OF (USUALLY) 
AGGRESSIVE TAX ‘PLANNING’. 
IN THIS CASE LORD TOMLIN 
RULED AS FOLLOWS: 
‘EVERY MAN IS ENTITLED IF HE 
CAN TO ORDER HIS AFFAIRS 
SO THAT THE TAX ATTACHING 
UNDER THE APPROPRIATE ACTS 
IS LESS THAN IT OTHERWISE 
WOULD BE. IF HE SUCCEEDS 
IN ORDERING THEM SO AS TO 
SECURE THIS RESULT, THEN, 
HOWEVER UNAPPRECIATIVE 
THE COMMISSIONERS OF 
INLAND REVENUE OR HIS 
FELLOW TAX-PAYERS MAY BE 
OF HIS INGENUITY, HE CANNOT 
BE COMPELLED TO PAY AN 
INCREASED TAX.

More simply stated, the principle 
espoused is that taxpayers may arrange 
their affairs in such a way that they will 
incur the least tax liability, provided this 
is done within the confines of the law. 

Many other court cases have tested 
this principle and tax legislation 
has changed to address what tax 
authorities saw as tax avoidance rather 
than ‘efficient’ tax planning. The Duke 
of Westminster principle is therefore 
becoming less relevant in our changing 
times, both locally and globally. 

TAX PLANNING OR TAX 
AVOIDANCE?

During the recent global economic 
crisis, governments were faced with 
addressing large budget deficits and 
finding someone to pick up the bill. 
Who better than the taxpayer – both 
large corporates and high net worth 
individuals alike? Now, with ongoing 
global corporate scandals, to which 
South Africa is no stranger, the focus is 
on addressing corporate responsibility 
and accountability by corporates and 
individuals. Globally, tax is making 
headlines with an increasing focus 
on tax avoidance or aggressive tax 
planning, to increase the revenue 

collection by governments.

While specific anti-avoidance rules 
are already available, general anti-
avoidance rules (GAARs) were adopted 
in South Africa and elsewhere, coupled 
with a greater focus on addressing 
base erosion and profit shifting. The 
application of GAARs, given their 
general nature, depends on the facts 
and circumstances of each case, and is 
considered subjectively by the relevant 
tax authority. When our GAARs were 
promulgated, the then Minister of 
Finance, Trevor Manuel, commented in 
Parliament that the new anti-avoidance 
rules empowered SARS to bring to 
book all the anti-avoidance schemes 
that had escaped the tax net for a 
number of years.

From a tax authority perspective, 
the effectiveness of the GAARs is 
grounded in their uncertainty, as 
more cautious taxpayers and their 
advisors may hesitate to create new 
structures when their tax implications 
were uncertain. Alternatively, there 
are those taxpayers who could be of 
the view that the uncertainty provides 
a tax planning opportunity – that is, 
structuring the facts to fall outside the 
scope of the ‘general’ law.2

It is therefore contentious whether, in 

TAX MORALITY

70   INTEGRITAX April 2018

30 MIN

https://www.saica.co.za/OnlineTrainingSSO/tabid/2110/language/en-ZA/Default.aspx


NOTES
1  Inland Revenue Commissioners v Duke of 
Westminster [1936] A.C. 1;19 TC 490.

2  IFA 71st Annual Congress, Seminar F: 
Economic crisis and protection of taxpayers’ 
rights – tax morality?

structuring such transactions, decisions 
should be based on the letter of the 
law, that is, a strict interpretation of 
the actual words, or by taking into 
consideration the spirit of the law. 
Therefore the question is: does one 
choose between what is legally correct 
or what is morally correct?

When addressing blatant tax avoidance, 
tax authorities are cognisant of 
the impact that tax policies, tax 
administration and levels of corruption 
in a country have on the tax morality 
of the taxpaying nation. In his 2017 
mid-term Budget Speech the then 
Minister of Finance, Malusi Gigaba, 
acknowledged that tax morality 
was declining, given the extensive 
administrative and tax policy challenges 
and noting the focus on misspending. 
Earlier that year, Pravin Gordhan, 
then Minister of Finance, noted in his 
Budget Speech that an effective tax 
system demanded an effective tax 
administration and a willingness of 
(corporate) taxpayers to comply.

THE CONCEPT OF TAX 
MORALITY AND A FAIR 
SHARE OF TAX 

This is where the concept of ethics, or 
in a tax context, tax morality, comes 
in – currently a much talked about term 
globally.

Keeping it local, at his speech at 
the 2016 Tax Indaba, then SARS 
Commissioner Tom Moyane called for 
tax morality. Shortly after that, at the 
46th annual International Association 
of Financial Executives World Congress 
held in Cape Town, Mr Moyane again 
raised this concept when addressing 
business executives he stated that the 
tax morality of an organisation followed 
that of its leader and its board.  

Just what is tax morality and what does 
it mean to different people/entities? 
The concept of morality speaks of 
behavioural standards of ‘right’ or 
‘wrong’. Considering a taxpayer’s tax 
morality, this is an assessment of the 
taxpayer’s behaviour as right or wrong in 
the circumstances. 

At the 2017 IFA Congress held in Brazil, 
one of the panel discussions considered 
tax morality to some extent. It was 

submitted that the most common 
measure for determining whether a 
taxpayer’s behaviour was right or wrong, 
was ‘fairness’ – more specifically, 
whether a taxpayer (individual or 
corporate) was paying a ‘fair share’ of 
tax. 

Most would say that the answer 
depends on who is asking, because 
the problem with this concept is that 
‘fairness’ is a subjective measure – and 
who determines what is fair and in what 
context? The IFA Congress explored a 
number of concepts relevant in a South 
African context, including the following:

• What sort of deficit is the country 
piling up?

• How much personal tax is each 
taxpayer paying?

• How dependent is government on 
personal tax versus other taxes?

• How graduated are a country’s 
personal tax rates?

• What are the average tax rates for 
the top 1% (contributing the bulk 
of personal income tax) versus the 
99% and how do these compare?

• How do average rates compare to 
the highest marginal rate?

In South Africa, taxpayers in the top 1% 
will argue that they pay more than their 
fair share of tax, yet from a government 
perspective even more should be 
demanded of them to achieve equity or 
fairness amongst all citizens.

Possibly a more important question 
is how are the taxes used? This leads 
to the question of the tax morality 
of those charged with distributing 
the taxes collected for the benefit 
of society at large. And the question 
becomes: what is a fair share in relation 
to the benefit enjoyed as a result of the 
taxes paid?

When tax authorities refer to tax 
morality, they mean taxpayers must pay 
their taxes responsibly and ‘morally’, 
even if it resulted in paying more taxes 
than legally required. That is, if there is 
an unintended ‘loophole’, it should not 
be used! 

TAX MORALITY AND THE 
CA(SA)

All of this being said, what does it 
mean for the CA(SA)?

Well, as was the case at the inception 
of the profession more than 100 years 
ago, integrity remains the cornerstone 
of the CA(SA) profession. Integrity 
equates to ethics and morality. 

The opening lines of the SAICA Code 
of Conduct state: ‘A distinguishing mark 
of the accountancy profession is its 
acceptance of the responsibility to act 
in the public interest.’ That is, CAs(SA) 
have a duty to protect the public 
interest and not only the interest of an 
individual client or employer. 

It is these qualities and characteristics 
that sets the CA(SA) apart. These 
qualities must always be considered 
when determining whether a 
transaction or structure, and related 
disclosure in the tax return, is legally 
and morally correct.

Given the number of recent media 
reports that have drawn public attention 
to individual CAs(SA) who allegedly 
conducted themselves in a manner 
not reflecting the characteristics of 
what a CA(SA) should stand for, there 
are many who question the level of 
integrity and ethics of CAs(SA), based 
on the alleged actions of a handful. 
On the other hand, the rest of the 
CAs(SA) are asking what is SAICA 
doing to address these allegations? 
(This is being addressed by the SAICA 
leadership and while it is not the focus 
of this article, it obviously cannot be 
ignored.) 

However, the bigger question is what 
are the rest of our 42 000+ members 
doing to demonstrate the true qualities 
of the CA(SA)? Because ultimately, 
each and every CA(SA) has the power 
to bring about the positive changes that 
we want to see in our society and in 
the reputation attached to our brand.

AUTHOR l Somaya Khaki CA(SA) is Project 
Director: Tax at SAICA
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THE IT14SD PROCESS 
CAN BE A HUGE 
HEADACHE FOR THE 
UNSUSPECTING 
TAXPAYER

SARS may randomly select taxpayers 
for risk profiling, and a useful tool for 
SARS over the past few years has been 
the IT14SD reconciliation which is in 
effect a supplementary declaration for 
companies to reconcile income tax, 
VAT, PAYE and customs declarations 
after a corporate income tax return has 
been submitted. While the reasoning 
behind requiring these reconciliations 
is accepted, what is of concern is that 
SARS officials can easily draw the wrong 
conclusions about the reasons for 
discrepancies and that they have even 
issued assessments based on these 
discrepancies.

It is important to understand that the Tax 
Administration Act 2011 (TAA) does not 
currently make provision for the IT14SD 
process, which means that it is arguably 
not a return (that is, not something 
on which a self-assessment or liability 
for tax is based). Nor is it a record or 
relevant information (that is, it is not 
something held by the taxpayer but is 
created under instruction from SARS). 
The concern is the manner in which this 
process and its outcomes are applied 
by SARS officials, as there are instances 
where this has been inconsistent and 
to the prejudice of taxpayers, leading to 
significant tax disputes that are costly 
and ineffective for both SARS and the 
taxpayer.

The critical issue is that where a 
discrepancy appears in the reconciliation 

in terms of the IT14SD, this does not 
mean that there is prejudice to the 
fiscus. The discrepancy may be caused 
by a number of underlying reasons 
and may be as simple as inadvertently 
omitting an expenditure or income item 
from the tax calculation. It is therefore 
important that, once a discrepancy is 
identified in the disclosure to SARS, 
the cause of the specific discrepancy 
is explored and that SARS is mindful 
of the fact that it may potentially be 
resolved with ease.

Of concern is cases where the 
SARS officials simply assume 
that a discrepancy in the IT14SD 
reconciliation is a basis for issuing 
an assessment. By way of example, 
the taxpayer would submit an IT14SD 
showing a VAT reconciling item of say 
R14 million. The SARS official would, 
without further ado, issue a letter of 
audit findings to the taxpayer indicating 
that an assessment will be issued for 
the ‘grossed up’ income tax amount 
of R114 million, unless proof of the 
discrepancy is provided. On the basis 
that there is no statutory prescribed 
process governing the IT14SD process, 
the taxpayer is given very little time to 
respond and the assessment is issued.  

The only manner in which the taxpayer 
can properly deal with the matter to 
protect his/her rights as a taxpayer, is 
to initiate a dispute process by lodging 
an objection and subsequently noting 

an appeal. Needless to say this is a 
costly and time-consuming process, 
in circumstances where there is 
clearly no proper legal basis for the 
assessment. 

Proposals have been submitted to 
National Treasury and SARS for the 
TAA to specifically include a legislative 
provision aimed at governing the 
IT14SD process and setting out 
specific timelines and the duties 
and obligations of the SARS officials 
responsible for this process. However, 
this must be tabled for inclusion in the 
budget proposals and after that could 
take a significant amount of time to be 
legislated. 

In the meantime, taxpayers should 
continue to avail themselves of the 
objection and appeal process and make 
sure that the procedural time frames 
are carefully observed. 

A WORD OF CAUTION

Taxpayers should also remember to 
manage the outstanding tax debt 
and therefore submit a suspension 
of payment request. This will avoid 
surprises where SARS may legally 
enforce the tax debt in terms of 
the pay-now-argue-later principle. A 
possible alternative would of course 
be to rely on the specific provision 
in the TAA, which allows SARS to 
overturn a decision in certain specific 
circumstances.

TAX MORALITY

AUTHOR l Christel van Wyk is SAICA 
Project Director: Tax
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TACKLING
THE TAX MORALITY
CHALLENGE
THE ISSUE OF ‘TAX 
MORALITY’ HAS BECOME 
QUITE TOPICAL IN SOUTH 
AFRICA. HOWEVER, IT IS NOT 
A TOPIC WHICH IS OPEN FOR 
DEBATE, SINCE PAYING YOUR 
TAX IS NOT DEBATABLE; IT IS 
MANDATORY 

I have found myself having to make 
this point far too often lately. At 
least, the then Minister of Finance 
has acknowledged that ‘tax morality 
is a crucial component of a healthy 
democracy’. He added: ‘In recent years, 
corruption and wasteful expenditure in 
the public sector have eroded taxpayer 
morality.’

However, simply acknowledging a 
problem is insufficient; it takes specific 
remedial action targeted at the root 
cause to eradicate it. It is encouraging 
to note that two causes were openly 
admitted in the 2018 national budget 
speech, the first being potential 
avoidance in response to personal 
income tax (PIT) increases coupled with 
poor public governance, both in the tax 
administration system itself, and the 
second being wasteful expenditure by 
government and state-owned entities. 
The question is whether government 
has offered any meaningful remedial 
action?  

First, there has been a halt in further 
PIT rate hikes, which may go some 
way toward addressing the potential 
avoidance issue. However, the 
dampened inflationary adjustments to 

the bottom three tax brackets, together 
with the suspension of any inflationary 
tax relief for the top four brackets, will 
mean that the PIT taxpayers will not 
benefit from inflationary salary increases 
since they will end up handing over their 
hard-earned salary increases to SARS in 
the form of increased tax payments. 

Even though many potential 
disadvantageous tax rate increases 
were predicted across various tax types 
for PIT taxpayers, apart from income 
tax, the only ones which materialised 
were increases in estate duty to 25% 
on estates above R30 million, as well 
as an increase in donations tax to 25% 
(but only for donations exceeding R30 
million in a tax year). While we are all 
immensely grateful that the top PIT rate 
of 45% and the inclusion rate for CGT 
were not increased (and the estate duty 
and donations tax increases are quite 
progressive, since they hit only the top 
end of PIT taxpayers), the amount of tax 
already payable by PIT taxpayers, across 
all tax types, is still quite staggering. 

This means that the measures to 
be implemented by government to 
address poor governance need to be 
implemented effectively and without 
delay, otherwise the disillusionment 
potentially felt by PIT taxpayers may 
not be quelled. The specific measures 
in relation to SARS’s governance 
and improved administration include 
a commission of enquiry into the 
functioning and governance of SARS, 
implementing measures to strengthen 
the operational independence of 
the Tax Ombud, the introduction of 
a supervisory board, and making 
SARS accountable to the Minister of 
Finance, all of which are welcomed. 
The measures targeted at tackling 
governance issues within government 

and state-owned entities, such as 
denying a tax deduction for fruitless and 
wasteful expenditure, are in line with 
the President’s remarks in his inaugural 
State of the Nation address last week. 

There are numerous other 
initiatives, such as the continued 
focus on replacing ineffective 
boards and executive managers at 
various state-owned entities with 
appropriately skilled teams, provision 
for contingencies related to the 
commission into state capture (which 
may also require funding for critical 
Chapter 9 institutions such as the 
Auditor-General and prosecuting 
authorities), strengthening the 
controls within the Office of the Chief 
Procurement Officer (so that deviations 
from normal procurement processes 
will only be allowed in rare, well-
justified cases) and the containment 
of baseline spending across the public 
sector with a specific focus on capital 
investment via infrastructure spending 
(which may require the assistance of 
development finance institutions and 
the private sector in the longer term). 

In the final analysis, the budget was 
described as ‘tough, but hopeful’. One 
can only agree that an increase in the 
VAT rate to 15%, together with an 
increase in the fuel levy of 52 cents 
per litre, will be tough on all South 
Africans. However, we have cause to 
be hopeful that the measured selection 
of PIT taxpayer rate hikes, together 
with government’s commitment to 
combating wasteful expenditure and 
corruption, will be sufficient to eradicate 
the tax morality debate – because then 
real change will be achieved resulting 
in PIT taxpayers receiving value for the 
immense contribution they make to the 
fiscus.

AUTHOR l Tracy Brophy CA(SA) is Chairperson: 
SAICA National Tax Committee
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