L
I A T!
g
EC R orin
SP EPO ot
M
R

l
ua
nn
A

November 2009

south africa’s leading accountancy journal

mergers and acquisitions
the upturn
the human factor

IRELAND/DAVENPORT 63799

manage third party funds,
with enhanced returns for
you and your client,
why wouldn’t you?
As an intermediary, the Investec Corporate Cash Manager offers you an efficient online
management system that improves your offering to clients. Deposit into a high interest-earning
cash facility, administer clients’ accounts and process transactions on their behalf, all without
set-up or maintenance costs. Making it the best way to maximise returns.
For enhanced management of your clients’ funds, call
Johannesburg on 0860 MONEY5 (0860 666 395), Pretoria on 0860 MONEY6 (0860 666 396),
Cape Town on 0860 MONEY7 (0860 666 397), Durban on 0860 MONEY8 (0860 666 398)
or Port Elizabeth on 0860 MONEY4 (0860 666 394).
Visit www.investecmoney.co.za

*OUFSNFEJBSZ$BTI.BOBHFNFOUt#VTJOFTT$BTI%FQPTJUTt1FSTPOBM$BTI4BWJOHTt3FUJSFF$BTI4BWJOHT
Investec Money, a business unit of Investec Private Bank, a division of Investec Bank Limited Reg. No. 1969/004763/06. An authorised financial services provider. A registered credit provider NCRCP9.

22

18

30

37

contents
04
06
08
09
10
12
14

18
22

24
28

roundup

From the pen Mergers and Acquisitions Raina Julies
Straight Shooting Embrace Life-long Learning
Nazeer Wadee
SAICA news Compliance Geoffrey Ngonyama
SAICA news SAICA Regional Update
SAICA news New Training Model
SAICA news The History of Integritax
Technical

cover

M&A Waiting for the Upturn Dave Thyser
M&A The Human Factor Kevin Cron

feature

30
34

36

37

44
46

Governance of Investments Brian Ingram
SARS - Private Banking Insurance Wrappers
Tony Hug

columns

Wine Route Michael Olivier

special report
Annual Motoring

careers

Recruitment section
Classifieds

XBRL - SA Adoption Story Theodore de Jager
Trick or Treat: Turnover Tax Herman Viviers
asa I november 2009

I roundup I
from the pen

Mergers and
acquisitions
Accountancy SA
Integritas, 7 Zulberg Close
Bruma Lake
2198
Tel: Local 08610 SAICA (72422)
Tel: International +27 11 621 6600
Fax: +27 11 621 3321
Email: journal@saica.co.za
www.accountancysa.org.za
Publisher
Willi Coates
Editor
Raina Julies
Editorial Assistant
Angel Lelosa
Publications Administrator
Mpho Netshivhambe
Editorial Intern
Patiswa Jwacu
Copy Editors
Derrick Robson
Arlene Davids

2

Advertising Sales
Eleanor Bowden
Tel: +27 11 792 3038
Cell: 082 723 3777
Email: eladvert@iafrica.com
Website/Special Report Sales
Katie Bowden
Tel: +27 11 792 3038
Cell: 071 673 8515
Email: kbadvert@iafrica.com
Design, Layout & Reproduction
ThoughtCapital - Zainab Aboo
Tel: +27 11 442 4893
Fax: +27 11 442 5359
Subscriptions
Email: subscriptions@saica.co.za
Annual Subscription
• RSA R302
• Students R238
• Southern Africa R356
• Foreign Rates (airmail) R896

W

e’ve commented, almost ad nausean,
about the global financial crisis.
We’ve highlighted what we think went
wrong, what the profession needs to do
to combat the effects of the crisis, and
we’ve alluded to the potential opportunities
that exist within our new economic reality.
We’ve said that governments, the world
over, must combat joblessness without
ossifying the labour market, i.e. encourage
creative human resource opportunities
such as less hours - less pay as opposed
to no hours – no pay, because intellectually
we understand that to separate people
from their skills in the workplace places a
formidable pressure on future productivity
and, by extension, fiscal growth.
Rahm Emanuel, US Chief of Staff, has
famously said that you never want a
serious crisis to go to waste, as it allows
you to do things you never thought you
could do before. What he ultimately meant
by this is that problems bourne out of the
crisis provide a myriad of opportunities
for change. He rightly alludes to the fact
that the problems faced now have been
there for many years, but that the crisis
affords us an opportunity to identify easily
the weaknesses within our systems, and
address them with a sense of urgency. It
indeed allows us to separate the things that
work from those that don’t. Some pundits
have even gone as far as to suggest that
governments should not bail out large
corporations if they fail, but rather use the
opportunity to invest in new ideas and new
businesses.
So what the crisis also allows us to do,
is create new opportunities and do away
with bad practices. It allows us to rewrite
policies and regulatory frameworks. It
allows for new ideas to be aired and
listened to, and creates the perfect
environment to invest for long-term gains,
and to attract and retain talent without the
associated high costs.
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The Editor reserves the right to edit all material. ISBN : 02587254
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Dave Thyser, on page 18, also shares this
opinion as he tells us that the climate
surrounding the economic slow down
allows dealmakers the perfect opportunity,
for instance, to assess the failures or
weaknesses of merger and acquisition
activities, and begin to redress these as we
wait for an upswing within this area.
The opportunities are indeed present now,
and as the G20 recently announced, the
storm is abating. But now, surely, we need
to be cognisant of what is needed to create
a new way of conducting business. How do
we begin to leverage off our competitors’
disadvantages and win market share from
them. Now is the time to spend money
(if you have it, of course) and gain an
upper hand for your long-term sustainable
growth.
A study conducted in 2008 by the Boston
Consulting Group tells us that this may
not be the best economic times, but they
might be the best times for corporate
mergers and acquisitions. The research
tells us that deals in an economic downturn
may have a higher chance of creating
shareholder value and delivering greater
returns, than in upturn times.
I don’t know about you, but I wait with
baited breath for the resurgence of a
new reality. New ideas, new inventions,
new management styles, new regulatory
reforms, new procurements and spending
reforms, new mergers and acquisitions,
new training models that align to our what
our country needs, and a new focus on
climate change and energy security.
So, as you begin to prepare for the new
year, please take into account the vast
opportunities you and your business face
during this time and don’t forget to look
out for our special feature on sustainable
development in our combined December
2009/January 2010 issue. Also note that
we have a brand new column starting this
month in partnership with the Lindhorst
Estates, so please turn to page 36 to read
about the product offering we’ve managed
to secure for you.
Raina
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contributors

eliminate the guesswork
with MCI’s automated
budgeting solutions

this month’s contributors
Dave Thyser says that while we wait patiently for our winter of
financial discontent to be made glorious summer, searching eagerly
for credible signs of green shoots and wondering which letter of
the economic alphabet – V,W,U or, horror upon horrors, L - will
most aptly describe the shape of the current recession. We know
that Merger & Acquisition (M&A) activity will not pick up until
business confidence does, as the two move in lockstep. Where to
from here?
Herman Viviers warns not to be tricked out of the beneficial treats
of the newly introduced Turnover Tax System. He takes a closer
look at the interpretation of the definition of ‘qualifying turnover’,
which is critical for a taxpayer in determining whether or not
registration as a micro business is possible.

Theodore de Jager says that the JSE initiated a pilot project
towards the end of 2008 to explore the possibility of having a
centralised data hub, where companies can submit information
in an XBRL format, with the aim of establishing a voluntary
filing programme by the end of 2009. Why wait any longer in
understanding what this electronic language can mean for your
organisation?
Kevin Cron tells us that the technical aspects of merger and
acquisition transactions frequently enjoy detailed consideration,
sometimes to the detriment of proper consideration of the human
factors that underlie a successful transaction. This article touches
upon a number of the human factors that need to be borne in mind
when implementing a merger.

Eckhardt Gerber says that the South African market for exclusive
vehicles is remarkable in respect of the sheer numbers sold. 58%
of ASA readers surveyed also drive exclusive vehicles. In our
Annual Motoring Issue we consider why, look at some of SA’s
contributions to the automotive world and consider alternatives to
conventional ownership.

Bryan Ingram says that the magnitude of downward revaluations
as a result of the collapse of global financial markets and the
associated credit crisis has taken many directors and trustees
by surprise, and they are now questioning the precision of the
information they have been using to evaluate the risks associated
with the various instruments included in their investment
portfolios. Concerns have also been raised by boards as to the
robustness of current governance protocols and financial models,
as well as controls surrounding valuation processes.
asa I november 2009

With MCI’s financial performance
management software solutions,
the guesswork is taken out of
running your business, giving you
the tools to streamline your
budgeting and forecasting, helping
you make quicker, better and
smarter decisions to ultimately
increase overall revenues and
reduce costs.
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e are all aware of the changes taking place around us. We
live in an age defined by change, which surely must force
all professionals in all fields of expertise to commit to life-long
learning, or what we commonly know as Continuing Professional
Development (CPD).
The CPD Institute defines CPD as the ‘systematic maintenance
and improvement of knowledge, skills and competence, and the
enhancement of learning, undertaken by an individual throughout
his or her working life’.
As the holders of one of the most respected business designations
in South Africa and the world, we must embrace life-long learning
as a means of enabling us to progress to leadership positions in our
respective job roles, thereby assuring the business community that
the South African economy is in good hands.
I was elated on hearing that during our first CPD cycle, which
started on 1 January 2006 and ended on 31 December 2008,
an incredible 99% of SAICA members complied with the CPD
policy requirements for that first cycle. This means that out of a
membership base of more than 29 000 chartered accountants
[CAs(SA)], some 200 CAs(SA) did not record CPD or sign the
self-declaration certificate. These members have already received
charge sheets from SAICA’s ethics and disciplinary department
for non-compliance and face the possibility of suspension and
eventually no longer being called CAs(SA).

6

Embrace
life-long learning
learner support programme to promote the CA(SA) brand and
Thuthuka on eleven radio stations. We have also embarked on a
creative online game called “Escape the Job From Hell,” which
has not only attracted high school learners, but students and older
people.
On transformation and growth, we all know the profession has
historically been male dominated and not reflective of the country’s
race demographics. Well, the profession’s race and gender
demographics are changing with several prominent features
emerging from an analysis of the most recent SAICA membership
statistics earlier this year.
For example:
• In the 20 to 25 age group, 44% of CAs(SA) are non-white;
• In the 20 to 25 age group, females make up 52% of the group total;
• A record-high 47% of CAsSA) trainees are currently Black
(African, Coloured and Indian); and
• A significant 50% of the total are women.

That may seem like CPD is a ‘necessary evil’ or as if people
are being forced to take medicine that they dread swallowing.
However, our pledge as CAs(SA) to uphold the Code of
Professional Conduct binds us to undertake life-long learning
activities. Essentially, as part of SAICA’s value proposition to
members, CPD is about facilitating the development of the skills of
all SAICA members. As professionals, our mandate is to act in the
public interest. We can only act in the public interest if we adopt an
attitude of continuous learning and demonstrate our competence
and capability in the roles we fulfil.

Part of these changes can be attributed to the Thuthuka Education
Upliftment Fund and the Thuthuka Bursary Fund.

SAICA will always endeavour to create new and stimulating CPD
opportunities to help members maintain their edge and advance
to higher leadership positions. Part of this is already done through
various member offerings, like the monthly journal ASA, events,
seminars, workshops and other new initiatives such as the Matters
Chartered Accounting Television (MCATV), which aims to provide
televised CPD to members. This will supplement existing SAICA
CPD activities and offer members the option of attending CPD
lectures in the comfort of their own homes, conveniently and
inexpensively. MCATV is a new venture starting from a zero viewer
base and is modelled on similar CPD programmes that have been
broadcast to the medical profession for some years by MMTV
(Matters Medical Television). MCATV is a division of MMTV.

SAICA’s objective is to ensure that the CA(SA) designation
responds to the rapidly changing international and local business
environment, so that the CA(SA) brand remains relevant and
sustainable, and that the profession continues to grow without
compromising standards.

I encourage you, as a valued member and business professional,
to embrace life-long learning and revolutionalise the way you work.
Should you require assistance or have any suggestions on other
CPD activities that SAICA can develop for you, please contact our
CPD department (cpd@saica.co.za).
The year that was – successes and challenges to date
In the second half of this year (July issue of ASA), I highlighted
nine key strategic issues facing SAICA and the profession, and it is
pleasing to note that we have successfully dealt with most and will
continue to address others.
We have embarked on a variety of campaigns to promote the
CA(SA) brand, both from a learner and business perspective. In a
high school and learner context, we partnered with the SABC’s

From January 2010, the profession will enter a new era of
developing prospective CAs(SA) through the new training model
called the CA(SA) 2010 programme. After extensive consultation
with SAICA members, training officers and other key stakeholders,
it became clear that the existing (TIPP [auditing] and TOPP
[financial management]) training programme needed to change to
meet the demands of the economy.

Thought leadership has always been a high priority at SAICA.
This year, we successfully undertook a variety of topical issues in
the thought leadership space by launching the book Green – why
corporate leaders need to embrace sustainability to ensure future
profitability. This informative book was written and compiled by
Graham Terry, Head of the Office of the Executive President
at SAICA. The book was also complemented by the launch of
www.sustainabilitysa.org – a website that will enable business
leaders and CAs(SA) to remain updated with the latest relevant
sustainability news and initiatives. This subject is certainly gaining
momentum locally and internationally. For example, in December
the United Nations Climate Change Conference, scheduled to be
held in Copenhagen, will establish legislation that will impact the
corporate community (locally and globally) and affect all spheres of
the global economy.
We will soon be embarking on a survey to establish the specific
communication needs of members, the results of which will inform
a SAICA segmentation strategy that will address specific value
propositions per member segment such as banking, insurance,
mining, tax, accounting and auditing and other relevant topics. asa
Nazeer Wadee CA(SA), is Chief Operations Officer, SAICA.
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or some years now the role of the
compliance officer and conceivably
the concept of compliance risk (which is
also known as legal risk) were associated
with the financial services industry. Many
people might have thought that only laws
impacting on this industry have to be
complied with. This perception could as
well have been fuelled inadvertently by
the fact that the preface and the foreword
in the Generally Accepted Compliance
Practice document (GACP) of the
Compliance Institute of South Africa (CISA)
also stressed how the principles, standards
and guidelines provided for in the GACP
would be beneficial to the financial services
industry.
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A close scrutiny of the many good
examples provided in the training material
of CISA tends to show some bias towards
the financial services industry, and further
cements the notion that compliance is
primarily a financial services industry
practice. It is heartening to learn that CISA
made it lucid during its annual conference
in August 2009 that the risk relating to
failure to comply with the laws of the land
cuts across sectors and industries. An
example that knows no industry borders
is the legal risk of not complying with the
numerous provisions emanating from the
law of employment, which is generally
applicable to all employers of all sizes, both
public and private sector.
Notwithstanding the fact that there are
inherent challenges of complying with
the law due to the complex regulatory
environment, this commentary is intended
to show that compliance with the law
should naturally not be seen as a burden.
Juristic persons have to find creative
ways of dealing effectively with this risk
in order to make compliance with the
law a lot easier. A concerted effort to
follow an open-handed interpretation of
the provisions of the law could assist a
business in achieving its set objectives.
Complying with the law simply because we
are afraid of fines, penalties and all other
sanctions is just not good enough.
As business we must strive to find useful
ways to make the legislative environment
work for us. To be able to do this, our
interpretation of the applicable provision
of the relevant piece of legislation should

Compliance risk

made easy

enable us to extrapolate the benefit
for ourselves and for our businesses.
The positive interpretation suggested
here is not intended to compromise
compliance with the law. On the contrary,
it emphasises the fact that the law must
be read in such a manner that a business
finds useful ways to contribute to making
the law practical, with benefits accruing
to the business, and with no intentional
attempt to infringe the law. This is what
I call the benefits of using compliance to
your advantage.

As part of its vision to lead and influence,
SAICA has teamed up with a reputable
law firm to develop a Toolkit that will
be published in 2010 entitled ‘Employer
Compliance’. This volume will provide
various ways of complying with the laws
that affect a business in its capacity as
an employer. The definition of the word
‘employer’ in this volume is not confined
to what many people know as its definition
as provided for in labour legislation. Pieces
of legislation that use the word ‘person’
in a relationship where an employment

Business must realise that it cannot
be the intention of a democratic
legislature to make laws that harm
business, stifle competition and cause
massive unemployment.
Business must realise that it cannot be
the intention of a democratic legislature
to make laws that harm business,
stifle competition and cause massive
unemployment. If business feels a law is
unduly impeding the efficient functioning
of business having regard to the
provisions of the Bill of Rights, business
has a responsibility to knock on the right
doors to get such legislation changed,
notwithstanding the time it may take. In
this way, dealing with legal risk will not
be static but can be channelled to where
business wants it to be. Hence each
business must make a quality decision to
become an active part of the citizenry and a
diligent participant in influencing policy and
law- making to accommodate the concerns
of business. This reminds me of a wellknown saying that ‘if you do not ask you
will not get; if you ask you might get’.
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relationship exists are interpreted to mean
an employer, where applicable. All pieces
of legislation that mandate an employer to
do or not do something will form part of
this volume, and an attempt will be made
to suggest control measures that will see
many employers realise how complying
with the law can be made more appealing.
Other volumes of the Toolkit that will be
developed in the near future include ‘Client
Compliance’ and ‘Business Compliance’.
With regular updates and refinement of the
Toolkit, managing compliance risk will be
less tedious and burdensome if we all play
our part. SAICA is ready. Are you? asa
Geoffrey Ngonyama, BA, BA Hons, B
Proc, MBA (course work) and LLM. is an
accredited Compliance Officer with the
Compliance Institute of South Africa
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Regional update
O

ur focus this month is our SAICA Regional presidents. We ask them questions ranging from elections of their
boards, challenges and successes, and their strategic roles in implementing SAICA’s vision. To view the full
version of the interviews, please visit www.accountancysa.org.za.

Trevor Derwin CA(SA), Northern Region.
What are the challenges and successes of your Region?
The greatest challenge in our region lies in its sheer size and diversity of members. This region represents almost
half of all SAICA members and contains the economic hub of South Africa. As a result, its members range
from CEOs of large multinationals to academics and sole practitioners. It contains four of the SAICA accredited
universities and most of the head offices of the larger audit firms.
The great success of our region is the participation by its members in SAICA activities. Its members participate in
almost all of SAICA’s key functions and play a significant role in the achievement of SAICA’s goals.

Andrea Puggia CA(SA), Southern Region.
What is the role of the Regional Council with regard to SAICA’s strategies?
The role of the regional council is to implement the strategies of the national Board at a
regional level. This would clearly only apply to strategies over which we have influence.
These would include: promoting the brand locally; communication with our members;
executing transformation strategies; arranging networking events and enhancing
stakeholder relationships.

Suresh Naidoo CA(SA), Eastern Region.
What is the selection criterion for the regional council?
The Eastern Region Constitution and By-Laws make provision for the general election of
members to Council. It must be noted that the Council structure is not constituency based,
therefore members are elected in their personal capacities. However, we endeavour
to ensure that the members that are nominated would represent a constituency, i.e.
members in business, etc. Therefore, a requirement of Council is that all Council members
must also be part of one of Council’s sub-committees, namely, Members in Business, Tax,
Public Sector, APTEC, Small Medium Practice.
Tim Odell ACA, CA(SA), is the Chairman of SAICA UK Region.
What is the selection criterion for the regional board?
Primarily enthusiasm and willingness to contribute something back into the profession. One
of the key aspects that defines the ethos of the SAICA UK Board is the fact that “No one
has ever become poor by giving”. All of the members contribute a great deal and through
this, they and society, including their fellow members, are better off.

Reuben Brussow CA(SA), Central Region.
What makes your region unique compared to the other regions?
Central region covers geographically almost half of RSA in size, but only approx 5% of
the members. Members are 70% Afrikaans speaking and predominantly in the SMP
environment, which is a mirror view compared to SAICA national statistics (70% members
in business). asa
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The 2010 training model

S
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o you hear that SAICA is changing its
current training model and already you
have pushed the panic button. As a trainee
or a university professor you don’t know
what this will really mean to you or how
it will impact on your goal of becoming
a CA(SA). You ask yourself why change
a winning formula? Allow me to break it
down to you.
The new training model is not a change
of the existing model, but rather an
improvement of it. SAICAs objective
is to retain and cement the preeminence of its designation through the
entrenchment of leadership as one of
the fundamental attributes of a CA(SA).
After comprehensive research SAICA
found that the current training model is
too prescriptive and does not allow for
special conditions, thus setting out to use
a training model that will accommodate all
environments (the public sector, commerce
& industry and public practice). The new
training model will restore the single route
for qualifying as a CA(SA) by removing
the distinction between the conventional
auditing route namely: training inside
public practice (TIPP), and the financial
management specialisation route, training
outside public practice (TOPP).
The goal is to produce competent
professional accountants who make a
positive contribution to the profession and
society in their lifetime.
The 2010 training model is essential
because:
• It provides trainees with an opportunity
to integrate and apply their theoretical/
academic knowledge in a practical, reallife environment.

• It also creates a platform for trainees to
develop a base for technical and practical
skills, from which they can build the
professional development required for
their future careers as CAs(SA).
• It will ensure that prospective CA(SA)
in South Africa have an appreciation of
the contemporary business environment
and are equipped with the skills required
to perform a wide variety of roles and
activities.
Research also found that the current
training programme was going to require
changes to meet the various economic
demands, and failure to update the training
programme would have compromised
the international standard of the CA(SA)
designation. It could also have impacted on
the standing of the local economy. Then the
new programme was developed with the
following environmental factors in mind:
• The demands of globalization and the
need for CAs(SA) to be able to function
effectively at a global stage.
• The increased emphasis on corporate
governance and ethics, and the need
for prospective CAs(SA) to deal with
governance issues and ethical dilemmas.
• The potential and anticipated impact of
Corporate Law reform on the ability of
SAICA training offices to benefit from the
employment of SAICA trainees.
Even though the training model has been
changed, SAICA remains adamant that
the standards of the profession will be
maintained, whilst the training increases
its focus on professional values, ethics and
business insight.
How was the programme established?
In workshops held across the country,
training officers requested the following
asa I november 2009

enhancements to be made to the existing
SAICA programme:
• a reduction in the emphasis on the
prescribed competencies in auditing;
• the introduction of a requirement
for trainees to gain exposure to the
entrepreneurial and business skills;
• an increased emphasis on the development
of trainees’ personal, interpersonal and
communication skills; and
• a much greater degree of flexibility in the
content and the structure of the training
programme.
One of the key outcomes is a model that
focuses on seven skills areas:
• Accounting and external reporting;
• Pervasive professional skills;
• Auditing and Assurance;
• Financial management;
• Management and decision-making;
• Internal audit, risk management and
governance; and
• Taxation.
The structure of the 2010 Programme
allows for the achievement of either the
CA(SA) qualification, or the CA(SA) and RA
qualifications.
SAICA recognises that, for many training
offices, the implementation of the 2010
Programme may represent a challenge.
Accordingly, SAICA will be providing
training officers with the following
resources/assistance:
Information resource on the SAICA
website
• For training officers
• Detailed information on the content,
implementation and application of the
2010 Programme;
• Details on the prescribed compulsory,
elective and residual competencies;
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• Information document to be made
available to existing trainees;
• Information document to be used in the
recruitment of prospective trainees; and
• Revised training regulations.
• For prospective trainees (students)
• Details of the 2010 Programme and its
implication for various career paths;
• Information on the selection of a
training office; and
• Information on certain applicable
sections of the training regulations.
• For existing trainees
• Details of the 2010 Programme and its
implications for existing trainees; and
• Information on certain applicable
sections of the training regulations.
Assistance with the provision of the
prescribed compulsory, elective and
residual competencies
SAICA has appointed a research company
to conduct Gap Analysis Research. The
objective of this project is to establish:
• In which of the prescribed compulsory,
elective and residual competencies

training offices will be unable to provide
on-the-job experience; and
• What types of supplementary training
options training offices would prefer, to
address the gaps identified above.
Based on the information gathered, SAICA
will determine the most efficient and
cost-effective solution, to enable training
offices to provide their trainees with the
prescribed competencies.
The Gap Analysis Research project
commenceD in September 2009 and the
results will be available in the middle of
November 2009.
The impact of the corporate law reform
Many training officers whose firms offer
the current TIPP training programme have
expressed concern about the potential
impact of the anticipated regulations to be
issued in accordance with the amended
Companies Act.
These training officers are concerned that
after the abovementioned regulations have
been issued, they will be unable to provide
their existing TIPP trainees with the

training required to enable them to achieve
the prescribed auditing competencies.
SAICA has undertaken to source and
provide supplementary practical training
in the relevant auditing outcomes, to
enable existing TIPP trainees to achieve
the prescribed auditing competencies, to
enable training officers to discharge those
trainees’ contracts.
SAICA will communicate more details
in this regard once the Companies Act
regulations have been published.
For more information on The 2010 Training
Programme, please contact Adri Kleinhans,
Project Director: Training, or visit
www.accountancysa.org.za or
www.saica.co.za. asa
Footnotes
1 NOTE: The IRBA is in the process of
reviewing their qualification requirements.
The process described above is therefore
subject to change. Both IRBA and SAICA
will communicate with SAICA training
officers and trainees in this regard in
due course.
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The history of

Integritax

I

ntegritax, SAICA’s monthly tax
newsletter, came about as a result of
the efforts of the first Project Director:
Tax, the late Len Norval, wanting to start a
Tax Faculty in the early 1990s, for SAICA
members, along the lines of a similar
offering by the Institute of Chartered
Accountants in England and Wales. A
separate fee would be payable for this
service by interested members. The
Board did not approve the formation of
the Tax Faculty but gave its support to the
publication of a bi-monthly tax newsletter,
available to those members that indicated
they wished to receive it.
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Sponsorship for the printing of the
newsletter was initially provided by
Standard Bank, and later by Investec.
Following responses received from our
members, the first issue of Integritax
was published in March 1994 and was
sent to over 8000 members, out of a total
membership of 15000. The next issue was
in June 1994, then August 1994 and every
two months thereafter. These issues were
limited to 12 pages each. The first editorial
panel consisted of Graham Richardson
(chairman), Prof Hennie Coetzee, Kent
Karro, Mark Crisp and Prof Kevin Mitchell.
The newsletter was well received and
led to the publication of an annual Tax
Handbook, which was published after the
national budget speech.
The popularity of Integritax continued to
grow but unfortunately in 1998, in an effort
to continue bringing the latest tax news
to our members, a decision was taken to
publish Integritax electronically without
charge.
Since then, the newsletter has been
published on a monthly basis. The length of
the monthly newsletter is usually far longer
than the 12 printed pages edition previously
published every two months. This is a clear
indication of the increased activity in the
field of tax during the past fifteen years.
October 2009 is our 117th edition.
A new development has been to allow
readers of Integritax to gain professional
CPD points if they answer correctly the
questions set on the published articles.

regularly make their client newsletters available to us to enable us to choose the best and/
or most suitable articles for publication in Integritax.
Finally our thanks go to the hardworking Integritax panel, which currently includes: Kent
Karro (chairman), Prof. Kevin Mitchell, Prof Peter Surtees, Prof Jeniffer Roeleveld, Dr Beric
Croome, Prof Lynette Olivier and Mr Afzal Khan.

Kent Karro (Chairman)
Kent is the managing partner of Horwath Zeller Karro, Cape Town
and National Tax Partner for the four Horwath firms in South
Africa. He has almost 40 years experience in the above areas of
specialisation. Kent is a former chairman of the SAICA National Tax
Committee.

Kevin Mitchell
Prof Kevin Mitchell founded the Mitchells’ Chartered Accountants
Inc. (SA) in 1997, and has served on SAICA’s Taxation Committee
and on the PAAB’s Education Requirements Committee. He is also
co-author of an annual text book “Graded Questions on Income
Tax”, which is prescribed at most learning institutions throughout
southern Africa and is a regular contributor to various tax journals.

Peter Surtees
Professor Peter Surtees is a director at Deneys Reitz Tax Services
in Cape Town. He writes widely on tax related topics both nationally
and internationally. He presents the MCom (Taxation) course at
UCT. In 2007 he was appointed as a member of the Tax Court; this
is a State President’s appointment.

Jeniffer Roeleveld
Jeniffer is an Associate Professor in the Department of Accounting
at the University of Cape Town. She is on the executive board of
the South African Fiscal Association and a member of the SAICA
National Tax committee.

It would be inappropriate not to record
our grateful thanks to the many firms of
Chartered Accountants and Lawyers that
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Beric Croome
Dr Beric Croome is a Tax Executive at Edward Nathan Sonnenbergs.
He previously served as the Chairman of the SAICA National Tax
Committee (1999 – 2002). Prior to this he had also served as a
member of the SAICA National Tax Committee.

Lynette Olivier
Lynette Olivier is an Advocate of the High Court of South Africa
and Professor of Taxation in the department of Accounting at
the University of Johannesburg (UJ). Lynette is an internationally
recognised author and co-author of several tax publications and is
an experienced seminar speaker. Lynette is currently the anchor
presenter of the UJ masters programme in South African and
International Taxation and Higher Diploma in International Taxation.
Afzal Khan
Afzal completed his articles at PricewaterhouseCoopers and spent
time as a manager in PwCs Corporate Finance, Internal Audit and
Tax Departments. Afzal is also an academic and an accountant
member to the Cape High Court. He is currently the Managing
Partner at RAFT Consulting.
FA Accounting SA Advert4.pdf
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How to qualify for Integritax CPD
From March 2009, readers of Integritax
have been able to earn verifiable CPD
for reading the newsletter. All registered
members of SAICA have the option of
reading Integritax and answering questions
drawn directly from specific articles to earn
CPD hours. In total, Integritax allows you to
log ten hours over a 12 month period, via a
total of 10 Integritax issues and a maximum
of one hour per issue.
All eligible articles will have a CPD logo
attached to the article page. The logo will
also stipulate the verifiable CPD minutes
allocated to the article. If you read your
newsletter online, an information block will
identify the articles eligible for verifiable
CPD, and also indicate the CPD minutes
allocated to that article. Once you’ve read
the eligible articles, log onto the SAICA
website (www.saica.co.za) or click through
directly from the Integritax website
https://www.saica.co.za/integritax/.
Although tax is a highly interpretive subject,
it is important to note that Integritax
questions will be marked strictly according
to the information contained in the article.
It is also important to note that all
Integritax verifiable CPD logs can only be
made online. asa
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Updated IFRS incl. all IAS 1 changes
IFRS for SME
The new Probe – see what’s in store for 2010
Electronic review, conversion and tips and tricks
Get even more from CaseWare

Dates
6 November:
11 & 27 November:
13 November:
25 November:

Pretoria, Sheraton Hotel
Johannesburg, Glen Hove Conference Centre
Cape Town, Pavilion at the V&A Waterfront
Durban, Hilton Hotel

Book your seat now by calling (011) 507 0000 or e-mail us at info@cqs.co.za
Attendance is free!
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ACCOUNTING
CLASSIFICATION OF RIGHTS ISSUES
The International Accounting Standards
Board (IASB) has issued proposals
to amend IAS 32(AC 125) – Financial
Instruments: Presentation. The purpose
of the amendment is to clarify the
classification of instruments that give the
holders the right to acquire an entity’s
own equity instruments at a fixed price
(rights issue) when that price is stated in a
currency other than the entity’s functional
currency. The proposals further specify
that a rights issue that is offered pro-rata
to all existing shareholders, where the
entity receives a fixed amount of cash for
a fixed amount of the entity’s own equity
instruments, is classified as an equity
instrument, regardless of the currency in
which the exercise price is denominated.
This exposure draft has been issued in
South Africa as ED 269.
The deadline for comment to SAICA
was 24 August 2009. A copy of the
SAICA comment letter resulting from the
deliberations of the Accounting Practices
Committee (APC) sub-committee can
be found on the SAICA website under
submissions.
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ED 269 – Classification of Rights Issues:
Proposed amendments to IAS 32(AC 125) –
Financial Instruments: Presentation can be
downloaded from the SAICA website.
EXTINGUISHING FINANCIAL LIABILITIES
WITH EQUITY INSTRUMENTS
The International Financial Reporting
Interpretations Committee (IFRIC) has
issued proposals to assist entities who
have, as result of the current economic
environment, renegotiated the terms
of contracts with their creditors. This
exposure draft provides guidance where an
entity settles its financial liability by issuing
equity instruments to the creditor. This
exposure draft has been issued in South
Africa as ED 270.
The exposure draft proposes that:
• the entity considers the issue of the
equity instruments to be part of the
consideration paid to extinguish the
financial liability;
• the equity instruments should be
measured at either fair value or the fair
value of the financial liability extinguished,
whichever is more reliably determinable;
• any difference between the carrying
amount of the financial liability
extinguished and the initial measurement
amount of these equity instruments is
included in the entity’s profit or loss for
the period. The profit or loss is recognised
as a separate line item in the statement
of comprehensive income and the
separate income statement (if one is
presented) or in the notes;
• where only part of the financial
liability has been extinguished and the

terms of the outstanding liability are
substantially different from those of
the original financial liability, the entity
should account for the modification as
an extinguishment and a new financial
liability is recognised.
The deadline for comment to SAICA
was 11 September 2009. A copy of the
SAICA comment letter resulting from the
deliberations of the APC sub-committee
can be found on the SAICA website under
submissions.
ED 270 – IFRIC D25 – Extinguishing
Financial Liabilities with Equity Instruments
can be downloaded from the SAICA
website.
DISCOUNT RATE FOR EMPLOYEE
BENEFITS
The global financial crisis has brought a
significant spread between the yields on
corporate bonds and yields on government
bonds. As a result, entities with similar
employee benefit obligations could be
reported at different discount rates.
The exposure draft issued by the IASB
proposes that entities would be required
to estimate the yield on high quality
corporate bonds using the guidance in IAS

39 – Financial Instruments: Recognition
and Measurement. In order to address
this urgent matter, the IASB has issued
the exposure draft for a 40-day comment
period and the objective is to issue the final
amendments for December 2009 financial
statements. This exposure draft has been
issued in South Africa as ED 271.
In countries where there is no deep market
in high quality corporate bonds, entities
would estimate the yield on such bonds.
As a result of these amendments, entities
operating in these countries will no longer
report liabilities that are higher than
equivalent employee obligations of entities
operating in other jurisdictions.
ED 271 – Discount Rate for Employee
Benefits: Proposed amendments to IAS 19
– Employee Benefits can be downloaded
from the SAICA Website.
ELEVEN IMPROVEMENTS TO IFRSs
ISSUED
The IASB has issued eleven improvements
to International Financial Reporting
Standards (IFRSs) as part of its annual
improvements project. This exposure draft
has been issued in South Africa as ED 272.

IFRS

Subject of the amendment

IFRS 1 – First-time Adoption
of International Financial
Reporting Standards

Accounting policy changes in the year of adoption
Revaluation basis as deemed cost

IFRS 3 – Business
Combinations

Transition requirements for contingent consideration from a
business combination that occurred before the effective date of
the revised IFRS
Measurement of non-controlling interests
Unreplaced and voluntarily replaced share-based payment
awards

IFRS 5 – Non-current Assets
Held for Sale and Discontinued
Operations

Application of IFRS 5 to loss of significant influence over an
associate or a jointly controlled entity

IFRS 7 – Financial Instruments:
Disclosures

Clarifications of disclosures

IAS 1 – Presentation of
Financial Statements

Clarification of statement of changes in equity

IAS 8 – Accounting Policies,
Changes in Accounting
Estimates and Errors

Change in terminology to the qualitative characteristics

IAS 27 – Consolidated and
Separate Financial Statements

Impairment of investments in associates in the separate financial
statements of the investor
Transition requirements for amendments made as a result of IAS
27 (as amended in 2008) to IAS 21, IAS 28 and IAS 31

IAS 28 – Investments in
Associates

Partial use of fair value for measurement of associates

IAS 34 – Interim Financial
Reporting

Significant events and transactions

IAS 40 – Investment Property

Change from fair value model to cost model

IFRIC 13 – Customer Loyalty
Programmes

Fair value of award credit
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The table opposite lists the IFRSs and the
related areas that will be affected by the
proposals.
The proposed improvements will be
applicable to annual periods beginning on
or after 1 January 2010 with the exception
of IFRS 3(AC 140), which will be applicable
for annual periods beginning on or after 1
July 2010.
The deadline for comment to SAICA
was 23 October 2009. A copy of the
SAICA comment letter resulting from the
deliberations of the APC sub-committee
can be found on the SAICA website under
submissions.
ED 272 – Improvements to IFRSs: Proposed
amendments to International Financial
Reporting Standards can be downloaded
from the SAICA website.
APB HAS APPROVED TWO
AMENDMENTS TO STATEMENTS OF
GAAP
The Accounting Practices Board (APB) has
approved Additional Exemptions for Firsttime Adopters – Amendments to IFRS 1(AC
138): First-time Adoption of International
Financial Reporting Standards (IFRSs) and
Group Cash-settled Share-based Payment
Transactions – Amendments to IFRS
2(AC 139) – Share-based Payments, as
amendments to Statements of Generally
Accepted Accounting Practice (GAAP), at
its meeting held on 13 August 2009.
Group Cash-settled Share-based
Payment Transactions
The amendments issued broaden the scope
of IFRS 2(AC 139) to include guidance on
how to account for share-based payment
transactions within a group (as defined in
IAS 27(AC 132) – Consolidated and Separate
Financial Statements). The amendments
further provide that the amount recognised
for goods or services by the entity receiving
the goods or services and the entity settling
the share-based payment transaction may
differ. For an entity receiving the goods
or services under a share-based payment
transaction, the goods or services can be
measured as either equity-settled or cash
settled by assessing:
• the nature of the awards granted; and
• its own rights and obligations.
The other group entity settling the sharebased payment transaction recognises
the transaction as an equity-settled
share-based payment transaction only
when it settles the transaction in its own
equity instruments. Other transactions are
recognised as cash-settled share-based
payment transactions.
The amendments are effective for annual
periods beginning on or after 1 January
2010. Earlier application is permitted.
Technical information on the amendment
and the IASB Press Release can be found
on the SAICA website.

Group Cash-settled Share-based Payment
Transactions – Amendments to IFRS
2(AC 139): Share-based Payment can
be downloaded from the SAICA on-line
handbook.
Additional Exemptions for First-time
Adopters
Amendments to IFRS 1(AC 138) address
the retrospective application of IFRSs to
particular situations ensuring that entities
applying IFRSs will not encounter undue
cost or effort in the transition process.
The amendments exempt entities from:
• using the full cost method from
retrospective application of IFRSs for oil
and gas assets; and
• reassessing the classification of lease
arrangements in accordance with IFRIC
4(AC 437) – Determining whether an
Arrangement contains a Lease, where
the previous GAAP had produced the
same result.
The amendments are effective for annual
periods beginning on or after 1 January
2010. Earlier application is permitted.
The technical information on this
amendment and the IASB press release
can be found on the SAICA website.
Additional Exemptions for First-time
Adopters – Amendments to IFRS 1(AC
138): First-time Adoption of International
Financial Reporting Standards (IFRSs) can
be downloaded from the SAICA on-line
handbook.
As a result of these amendments the
following exposure drafts have been
removed:
• ED 232 - Amendments to IFRS 2 - Share
Based Payment and IFRIC 11 - IFRS 2 Group and Treasury Share Transactions:
Group Cash-settled Share-based payment
Transactions.
• ED 246 - Additional Exemptions for Firsttime Adopters, Proposed amendments to
IFRS 1.
REVISED CIRCULAR ON HEADLINE
EARNINGS ISSUED
Circular 3/2009 – Headline Earnings
Listed companies are required, in terms
of JSE Listing Requirements, to publish a
headline earnings figure, which is currently
determined in accordance with Circular
8/2007 - Headline Earnings. Circular 8/2007
contains various rules on IFRSs that were
issued before June 2007. Circular 3/2009
amended the rules table of Circular 8/2007
to take into account all amendments to
IFRSs issued from June 2007 to April
2009, and is effective for interim and/or
annual financial periods ending on after 31
August 2009.
Circular 3/2009 - Headline Earnings can be
downloaded from the SAICA website.
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AUDITING
Q&A ON APPLYING ISAs
PROPORTIONATELY WITH THE SIZE
AND COMPLEXITY OF AN ENTITY
The staff of the International Auditing
and Assurance Standards Board (IAASB)
has developed a new question-andanswer publication entitled Applying
ISAs Proportionately with the Size and
Complexity of an Entity. The publication
was developed to assist auditors
worldwide in implementing the clarified
International Standards on Auditing (ISAs).
While the publication is relevant in the
context of any audit, it will be of particular
assistance to those who audit, or oversee
the audits of, small and medium-sized
entities.
The publication highlights how the design
of the ISAs issued under the Clarity Project
enables them to be applied in a manner
proportionate with the size and complexity
of an entity.
The publication can be downloaded free of
charge from the IAASB Clarity Center at
http://web.ifac.org/clarity-center/supportand-guidance.
NEW AUDITING STANDARD ON
ENGAGEMENT QUALITY
On 28 July 2009, The Public Company
Accounting Oversight Board (PCAOB)
voted to adopt Auditing Standard No. 7 –
Engagement Quality Review (EQR) as well
as to issue a Concept Release on requiring
the engagement partner to sign the audit
report.
The EQR standard focuses the
engagement quality reviewer’s attention
on areas that are most likely to contain
significant engagement deficiencies and
increases the likelihood of identifying and
correcting those deficiencies prior to the
issuing of the audit report. It also provides
a framework for the engagement quality
reviewer to evaluate significant judgements
made and related conclusions reached by
the engagement team in forming an overall
conclusion about the engagement.
The Sarbanes-Oxley Act of 2002 directs
the PCAOB to include in its standards a
requirement that each registered public
accounting firm provide a concurring or
second partner review and approval of the
audit report and related information as well
as a concurring approval in its issuance by a
qualified person – other than the person in
charge of the audit.
For more information please visit the
standards page of the PCAOB at
www.pcaobus.org.
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EXCHANGE CONTROL
EXCHANGE CONTROL CIRCULARS
Amendments to the Exchange Control
Rulings
The Exchange Control Department of the
South African Reserve Bank (EXCON)
has issued Exchange Control Circular No.
09/2009 – Amendments to the Exchange
Control Rulings.

as absolving Authorised Dealers from
their duties and obligations in terms of the
Prevention of Organised Crime and the
Financial Intelligence and the Protection of
Constitutional Democracy against Terrorist
and Related Activities Acts.
Section B.14(D) – The entire subsection
has been deleted and substituted with the
following:

Following representations made,
Authorised Dealers are advised of the
following amendments to the Exchange
Control Rulings:

“(D) CHARGES IN CONNECTION WITH
LEGAL DISPUTES
Legal fees, court costs as well as upfront
deposits for legal work incurred outside the
CMA.”

Section A.3(E)(ii) – The entire subsection
has been deleted and substituted with the
following: The arrangement set out in the
Rulings should in no manner be construed

Replacement pages of the amended
Exchange Control Rulings, can be
requested from SAICA through our query
system on www.saica.co.za.

PUBLIC SECTOR
SAICA has made the following submissions to the Accounting Standards Board (ASB)
during June/July 2009
Comment
Deadline

Comment
Submission

SAICA submission on the ASB’s ED 59 on the proposed
International Public Sector Accounting Standard (IPSAS)
on Agriculture - ED 36

15 June 2009

12 June 2009

SAICA submission on the ASB’s ED 60 on the proposed
IPSAS on Financial Instruments: Presentation - ED 37

15 July 2009

15 July 2009

SAICA submission on the ASB’s ED 60 on the proposed
IPSAS on Financial Instruments: Recognition and
Measurement - ED 38

15 July 2009

20 July 2009

SAICA submission on the ASB’s ED 60 on the proposed
IPSAS on Financial Instruments: Disclosures - ED 39

15 July 2009

17 July 2009

SAICA submission on the ASB’s ED 61 on the proposed
IPSAS on Intangible Assets - ED 40

31 July 2009

31 July 2009

SAICA submission on the ASB’s ED 62 on the proposed
IPSAS on Entity Combinations - ED 41

31 July 2009

31 July 2009

Submission name
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TAXATION
SAICA’s National Tax Committee submissions
SAICA made the following submissions to SARS/National Treasury during August 2009.
Submission name

Date submitted

Deadline

SAICA submission to SARS on VAT and the sale of an
enterprise as a going concern

4 August 2009

4 August 2009

SAICA submission to SARS on PAYE Reform 2010

10 August 2009

13 August 2009

Copies of these and previous submissions are available on our website on www.saica.co.za.
SAICA influences changes in provisional tax legislation
The provisional tax legislation is due to be amended to include proposals that SAICA made
to the Standing Committee on Finance (SCOF) during public hearings held in June 2009.
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SAICA, with the support of other
professional bodies, had lobbied for the
retention of the basic amount (being the
taxable income reflected in the most
recent assessment received from SARS)
when making the second provisional tax
payment. Our proposals were outlined in a
joint submission dated 10 July 2009.
In the submission, we also proposed
the introduction of a two-tier system
with different rules for smaller and larger
taxpayers. National Treasury and SARS
on 5 August 2009 reported back to the
SCOF on proposed provisional tax changes
contained in the Draft Taxation Laws
Amendment Bills 2009. We are pleased
to announce that the majority of SAICA’s
proposals have been implemented.
According to the revised proposals, a
two-tier approach is envisaged for second
provisional tax estimates:
Tier 1: Smaller taxpayers:
A return to the old ‘basic amount’ safeharbour system, which includes the 20%
penalty for estimating below the lesser of
‘basic amount’ and 90% of actual taxable
income. However, the ‘basic’ amount
will now include an automatic annual 8%
increase.
Tier 2: Larger taxpayers:
The current requirement of 80%-of-actual
taxable income will be retained, but the
20% penalty will be made discretionary
rather than automatic. This means that
SARS will no longer be able to apply an
automatic penalty and would have to give
due consideration to whether the taxpayer
had intended to delay the payment of
provisional taxes. This is a welcome
relief for corporate taxpayers that would
otherwise have to disclose such penalties
in their financial statements pending an
appeal to SARS.
Differentiation:
Smaller taxpayers will mean taxpayers with
a taxable income up to R1million.
According to National Treasury’s response
document to Parliament, the R1million
threshold will place 90% or more of
provisional taxpayers by volume in Tier
1. The change is likely to save taxpayers
time in calculating their provisional tax
obligations.
The effective date of this legislation is likely
to be years of assessment commencing on
or after 1 January 2010.

All queries: http://www.saica.
co.za/TechnicalInformation/
OnlineTechnicalQueries/AskaQuestion/
tabid/1250/language/en-ZA/Default.aspx
Telephone: 011 621 6641
Telefax: 011 621 6819
Website: http://www.saica.co.za
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Preparing for the

M&A upturn
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hile we wait patiently for our winter of financial discontent
to be made glorious summer, searching eagerly for
credible signs of green shoots and wondering which letter of the
economic alphabet – V, W,U or, horror upon horrors, L - will most
aptly describe the shape of the current recession, we know that
Merger & Acquisition (M&A) activity will not pick up until business
confidence does, as the two move in lockstep.
But is that a bad thing, or is this the pause that refreshes, giving
us time to form new insights into what makes mergers and
acquisitions fail, and therefore what we can do better in the next
upswing? How can we harness growth by acquisition as a means
of delivering that elusive shareholder value?
Merger failure
Studies on M&A success/failure almost universally conclude that
the majority of M&A deals either destroy shareholder value or fail
to create incremental value that could not have been generated in
some other way, such as from organic growth. The reportage is
so gloomy that it sometimes seems that the popularity of M&A
activity, particularly in economic upswings, is a tribute to human
resilience and obstinacy, rather than the product of a carefully
thought out strategy.
One academic – Professor Robert F Bruner of Darden Graduate
School of Business, University of Virginia – provides a ray of light
in an otherwise gloomy scenario, however. In his book Deals from
Hell1 he points out that the thinking around M&A failure can be
badly flawed. Specifically he points out that:
• risks of M&A failure are no greater than the risk of failure of
any major capital project, such as a new mining venture. Risk
is an inherent part of business, and knowing how to manage it,
rather than eradicate it, is a key challenge of management. This
sentiment finds an echo in the remarks made by Whitey Basson,
the CEO of Shoprite Checkers, on his company’s experience in
Africa. Shoprite’s management believes it understands the risks
of operating in Africa, and as a result of their ability to manage
them, they are able to generate commensurately higher returns
than are available in more developed economies;

• our perceptions can be skewed by a few high-profile failures,
as a result of which we tend to generalise these failures across
the broad spectrum of M&A activity. Prof Bruner points out that
most of the losses from M&A activity incurred between 1980
and 2001 were generated by 87 deals out of 12 023 studied.
For some reason the spectacular examples of shareholder value
destruction, such as Time Warner/AOL and Daimler/Chrysler,
linger on in our consciousness; and
• M&A failure is often reported out of context. Sure, a great deal
of shareholder value was lost by Time Warner shareholders, but
the acquisition was made immediately before a major economic
downturn, and the shareholders would have had a great deal of
their value wiped out even if the acquisition had not taken place.
That said, there is also no doubt there are dos and don’ts about
how to conclude acquisitions successfully. Oft-cited reasons for
M&A failure include the following:

Is this the pause that
refreshes, giving us time
to form new insights into
what makes mergers and
acquisitions fail, and
therefore what we can do
better in the next upswing?
• Key talent leaves
Sometimes the key objective of an acquisition is to gain talent,
creativity or management. But people are notorious for their
ability to up and off. This happened to IBM many years ago when
it acquired Lotus Corporation in an attempt to bolster its PC
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capabilities. The Lotus people didn’t relate to IBM’s way of doing
things, and a number of key employees left, diluting the value of
the deal.

• Overpaying for the company
There is no one right price for a company. One company might be
a better owner of a target than another as a result of the ability to
generate synergies, and therefore the right price is the intrinsic
value of the target plus a premium that does not exceed the value
of those synergies. The authors of an informative article, “Are you
paying too much for that acquisition?”, published in the Harvard
Business Review2 point out that as a buyer you must be able to
justify the price you are willing to pay on economic grounds, even
if many judgments are required in your calculations. The notion of
‘strategic value’ can be a trap for the unwary.
• Not paying enough attention to implementation
There can be a disconnect between the acquiring team and the
implementation team. Somewhere along the line there can be a
dilution of the vision underpinning the deal. Companies that are
most successful at M&As understand the need to commit senior
resources to ensuring that the deal achieves the objectives for
which it is intended by managing the implementation process.
• Ignoring existing customers while the acquisition is being
bedded down
A great deal of work goes into the implementation aspects of
major deals. This may spread management of the acquiring
company very thinly. A lack of attention to the needs of existing
customers will be quickly picked up by those customers, and they
will move to a competitor. This possibility needs to be planned for
and guarded against.
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• Ignoring the culture fit
The culture of a company can be a subtle thing, but it can be very
important in determining organisational fit. Culture comprises
the assumptions, norms, shared values and practices –‘the way
we do things around here’ - that define a company. It is almost
certainly true that the influence of culture is not taken into
account sufficiently before a deal is concluded.
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• A joint venture or alliance might have been a better option
Setting a growth strategy should always involve an evaluation of
the relative merits of organic growth, growth by acquisition and
growth by alliance/JV. In another HBR article, ‘When to ally and
when to acquire’3, the authors point out that when the objective
is to acquire skills and talent, an alliance may be a better option,
so as to avoid culture clashes that will lead to people leaving the
combined entity.
Merger success
A great deal has been written about improving the chances of
success in M&A, but as with any other field of human endeavour,
there is no substitute for experience, as opposed to text-book
learning. In fact it can be observed that the companies with the
highest record of M&A success are those that have turned growth
through acquisition into a core skill: they make many smaller
acquisitions and thus are able to devote a small, well-trained team
to the task. Steel company Mittal used this approach in starting out
on its path to becoming the largest steel company in the world.
The ingredients of success in M&A include the following:
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• Operate strategically, and not opportunistically
Bain & Co, the consultancy, produced a surprising finding based
on interviewing the CEOs of 250 companies a few years back.
The surprise was that 40% of the CEOs interviewed did not
have an investment thesis, and 50% of those that did found
their investment thesis to be incorrect within three years. In
other words, CEOs could not articulate precisely why they had
considered or made a particular acquisition, and many acquisitions
were made for the wrong reasons. Given the implication of the
time, money and other resources that need to be invested in an
M&A programme, it’s important that you get the best bang for
your back by carefully honing your acquisition strategy.

one basis of competition but, if your company has low cost as a
basis of competition, it may have a very uncomfortable fit with a
company that sells branded goods, for which cost control is less
of an imperative.
• Implement internal procedures to make sure that you get the
deal at the right price
It is sometimes said that financial buyers, such as Private
Equity companies, make better buyers than trade buyers,
as their investment decisions are based entirely on financial
considerations, whereas trade buyers can be swayed by invalid
thinking, such as ‘this could be our last opportunity to acquire
such an asset’, leading to overpaying.
Whichever sort of buyer you are, you need to implement internal
disciplines to lower the risk of overpaying. For example, empower
the negotiating team to operate only within a specified range.
Pressure to exceed this range needs to be referred up to an
executive that is not as close to the deal.
One of the hardest things to do is to walk away from a deal in
which you have invested considerable time and money, and yet
this may be the key to M&A success. Anglo Gold walked away
from the potential acquisition of Australian miner Normandy when
management could find no economic justification for increasing
their bid price higher, thus earning the market’s respect.
Conclusion
Mergers and acquisitions may not be a lost cause in terms of value
creation, but it is clear from the above that they need to be thought
through very carefully and that it is essential to build up a track
record of success on smaller acquisitions before launching into
something bigger. Maintaining a strategic perspective on mergers
and acquisitions is vital for success.

Maintaining a strategic perspective on
mergers and acquisitions is vital for success.
• Stick with the industry you know
McKinsey and Co, another consultancy, warn against the
temptation to move into other industries with which you are less
familiar, particularly in times of economic downturn. It can be
tempting to respond to the Siren call of investing in an industry
that is adjacent to the one in which you already operate, on the
basis that you already know something about it. But in their
article entitled ‘The granularity of growth’ 4 McKinsey warns that
you may not know enough about the industry to be competitive,
and it may be more fruitful to look for pockets of growth in your
own industry. In other words, do not regard your industry as
being homogenous, but rather one in which elements will be
ebbing and flowing all the time, and look to take advantage of
those cycles.
• Understand your basis of competition, and build on that
Bain & Co, in a Harvard Business Review article entitled ‘Building
deals on bedrock’5 offer the opinion that understanding what
makes your own company tick is a good starting point for
identifying which companies might make suitable acquisition
targets. Sometimes the basis of competition is more subtle than
it appears at first glance, and companies only rarely operate off
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Mergers and acquisitions:
the human factors
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s professional advisors to business clients, there is a tendency
to focus upon the technical and legalistic aspects of merger
and acquisition transactions. Accountants are required to analyse
the financial position of the target and lawyers are required to
analyse the legal position of the target. A great deal of time
and effort is often expended on devising the mechanics of a
transaction in order to ensure the desired commercial outcome
in the most tax efficient manner. Amidst this welter of often
highly technical analysis, it is easy to overlook the human factors
that go into a successful merger transaction and which, if not
handled properly, can lead to the failure of a transaction that might
otherwise be technically sound.
There are a myriad of human factors that need to be taken into
account in any transaction, but this article will focus on four
fundamental elements.

the legitimate interests of the workforce must be considered.
Section 197 of the Labour Relations Act permits the automatic
transfer of a labour force when a business is sold, and obviously
the sale of the shares in a company automatically carries with it
all the employment contracts with its employees, but a proper
process of consultation is required by the Labour Relations Act and
it is essential that this process be taken seriously. A disaffected
and unhappy labour force can obviously be detrimental to the
commercial success of any merger and, in a worst case scenario,
can result in labour disputes and even strikes. It also has to be
recognised that the employees of a business have a legitimate
interest in knowing about a proposed merger as it may affect their
very livelihoods and, subject to appropriate restrictions regarding
confidentiality, they should be kept informed.
Allied to the general question of labour relations is the third
important point, which pertains to key management. Unless
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A disaffected and unhappy labour force can
obviously be detrimental to the commercial success
of any merger and, in a worst case scenario, can
result in labour disputes and even strikes.
The first, and from a transactional point of view perhaps the most
important human element, is the dynamic between the negotiating
parties. Whether the transaction is an amicable one, or is perceived
as hostile, will clearly colour every aspect of the negotiations and
will impact substantially on the choice of mechanics to give effect
to any transaction. For example, a hostile scenario automatically
precludes any mechanism that requires the willing operation of
the target company or its board, such as a scheme of arrangement
or the acquisition of the whole or major part of the business or
assets of a company. Both of these mechanisms require the willing
participation of the target company and its board in that a scheme
of arrangement presupposes a scheme between the company
and its members and the acquisition of a business or a majority of
assets requires the company to convene a meeting of its members
to pass a special resolution approving the disposal.
Even in an amicable transaction, the relationship with the
counterparty colours the negotiations and directly impacts the
ease or difficulty with which contracts may be negotiated and
implemented. Negotiating with a counterparty with whom there is
no trust or rapport invariably leads to protracted discussions and
more complex documentation as parties attempt to document
issues which, in a more trusting environment, they would be
prepared to deal with more informally than on a business basis.
Secondly, the role of labour must not be overlooked. Although
the direct negotiations may be with the owners of the business,

the acquirer of a business is intending to install its own senior
management, then it is essential that the transaction enjoy the
support of key management. This is frequently the case in private
equity transactions, and appropriate contractual provisions need to
be put in place to ensure that members of key management remain
locked in. Furthermore, incentivisation arrangements need to be
discussed and agreed.
Finally, the question of ongoing control of the target business
needs to be clearly spelled out and documented. Whilst the tenets
of good corporate governance need to be properly observed, there
should be no doubt, on the conclusion of a transaction, as to where
ultimate control of a company will lie. This can be particularly
problematic in situations where former owners remain on in
management roles and possibly at board level. Practical experience
indicates that the new owners may have difficulty in implementing
strategic or other changes where previous owners retain a
significant involvement. The parameters of authority, and an
understanding of where ultimate control lies, must be established
in an appropriate shareholders or similar agreement.
In a merger transaction, the numbers, the legalities and the
structures are all important but, at the end of the day, it must be all
about the people. asa
Kevin Cron, BCom, MA (Law), is the Director and Head:
The Commercial Division, Deneys Reitz Inc.
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South Africa on its way to
the adoption of XBRL through the JSE...
B
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efore the introduction of radio, most
people received the news by way of
newspapers. One of radio’s most early
practices was to read the newspaper
over the radio. This was because the
people using the new medium did not yet
understand how to use the new features
of radio. Subsequently, producers of
radio programmes learned to use it to
its full potential. With the launch of its
proof of concept hub for the collection of
financial information in an interactive data
format, hereafter referred to as the pilot
project, the JSE Limited (JSE) is on its
path to provide a “radio” for the collection
and exchange of business information.
This radio will use eXtensible Business
Reporting Language (XBRL) as the
backbone for exchanging the information in
an interactive format.

decisions, testified Mark Bolgiano, chief
executive of a non-profit technology and
accounting consortium called XBRL US.
“The value of toxic asset-backed securities
remains a mystery because information on
the underlying loans and ongoing viability of
those loans and the securities themselves
was not collected consistently and even
if it had been, it would not have been in a
usable, portable form.”
XBRL sounds complicated, but eXtensible
Business Reporting Language is simply
a new technology language that allows
data to be easily extracted, searched and
analyzed. XBRL is already being used for
some equity disclosures, tagging financial
information into a globally consistent,
computer-readable format.

of 2008 in order to explore the possibility
of having a centralised data hub where
companies can submit information in an
XBRL format. As Freda Evans (CFO of the
JSE Limited), a passionate evangelist in the
world of XBRL, explained: “The information
in this hub will then be available for further
consumption by relevant stakeholders”.
What were the objectives of the pilot
project?
The objectives of this pilot project were
mainly to provide an electronic tool:
• to automate the compliance testing
of regulatory filings (the JSE Listings
Requirements in this case); and
• to investors, potential investors and
analysts to be able to search and extract
information for further analysis and
consumption.

One of radio’s most early practices was to read the
newspaper over the radio. This was because the people using
the new medium did not yet understand how to use the
new features of radio. Subsequently, producers of radio
programmes learned to use it to its full potential.
XBRL is rapidly emerging as the global
standard for electronic communication
of business and financial data. In his
article Transparency is more powerful
than regulation published on 30 March
2009, L. Gordon Crovitz 1 made the
following comment: “It didn’t get much
attention, but earlier this month Congress
got a lesson on the potential of better
disclosure. Today’s financial crisis was
driven in part by a lack of accurate, easily
usable information to give investors what
they need to make informed, responsible

Regulators are normally first to see and
understand the benefits of collecting and
exchanging information in an interactive
data format. Various regulators around the
world have already mandated the use of
XBRL as the primary means for collecting
business information. The most recent and
eminent of these being the United States
Securities and Exchange Commission
(SEC), which announced during December
2008 that they will be phasing in the
adoption over a period of three years.
To this end, the JSE is no different and
initiated a pilot project towards the end
asa I november 2009

What was the scope for the pilot
project?
Eight South African companies from the
following industries participated in this pilot
project:
• Banking (4 companies);
• Mining (2 companies); and
• Financial Services (2 companies).
This involved tagging/mapping their
financial information into an XBRL format
using a mapping tool and relevant digital
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data tags. Information that already existed
in the public domain for a period of three
years (both interim and final financial
information) was tagged to the IFRS list of
tags (taxonomy), with certain extensions to
the IFRS taxonomy.
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What is an extension?
The IFRS taxonomy was developed by the
International Accounting Standards Board
(IASB), which contains tags or placeholders
for all possible reporting facts in terms of
its published IFRS Bound Volume. This
taxonomy currently contains approximately
2,700 tags, but does not cater for 100%
of the needs of today’s financial reporting
practices. Financial reporting facts
(elements) can normally be arranged in the
following four categories:

Table 1 (Source: IRIS)
Industry

Industry specific
extensions
(Avg.)

Company
specific
extensions (Avg.)

Total company
specific
extensions

Banking (4)

230

150

600

Mining (2)

125

125

250

Financial Services (2)

90

125

250

Total

445

400

1,100

Regulatory
requirements

150
asa I november 2009

• Accounting literature requirements (for
example Revenue in terms of IAS 18).
• Regulatory reporting requirements (for
example Headline earnings per share in
terms of the JSE Listings Requirements).
• Industry specific requirements (for
example Metric tonnes mined disclosed
by the mining industry).
• Company or reporting entity specific
requirements (for example, Commission
income where this amount is considered
to be material to justify disclosure).
In order to provide tags for the information
to be disclosed in financial reports as a
result of bullets 2 to 4 above, the IFRS
taxonomy needs to be extended. Once
the extensions have been created and the
information tagged, a user of the XBRL
document can quite easily distinguish
between IFRS reporting elements and
extensions to the IFRS taxonomy. Analysts
can therefore pre-map the IFRS taxonomy
into their current models and therefore just
deal with the differences or extensions.
This will most certainly speed up the
analysis process.
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How many extensions were created for
the financial information of the eight
companies?
The following table summarises the details
of the taxonomy extensions created to
represent complete annual reports of the
eight companies involved: see table on
previous page.
Close to 1,100 taxonomy extensions were
created for the eight companies across
three industry sectors. This is in addition to
the 445 Industry specific extensions and
150 Regulatory Requirement extension
elements.
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can choose between downloading the
financial information in PDF, Excel or
XBRL. The excel tool populates an Excel
spreadsheet using the information in the
XBRL document, which provides more
detailed information than that displayed
on the web interface itself. These digital
XBRL tags allow for the standardisation
of financial reporting definitions against
a recognised framework, namely IFRS,
and any extensions to the IFRS taxonomy
can then be dealt with separately when
doing analysis. The benefits of using these
XBRL tags include increased comparability,

“If bar codes can track down bad
peanuts on store shelves, shouldn’t
we be able to use technology to
track details of mortgages and
other debt instruments?” L. Gordon Crovitz

What does this centralised data hub
look like?
The requirements for the creation of
a centralised data hub were that the
information inside the hub needed to
be accessible via a web portal. This will
ensure a central point of reference for the
deposit and collection of information to
be used for analysis and/ or consumption.
The web portal provides summary reports,
ratios and graphs using the underlying
tags of the XBRL document to present
the information in a structured way. A
user selects, through a couple of dropdown lists, the summary information
to be displayed on screen (i.e. industry,
company, financial year and whether it be
interim or annual financial information).
Multiple companies for multiple financial
years can be selected to be compared next
to each other. The web-application then
dynamically builds ratio comparisons in a
graphing format to compare the companies
with each other.
The web application furthermore provides
download functionality, where a user

automation, more reliable and accurate
handling of data and improved analysis
capabilities for a variety of users.
What about the automated compliance
checker?
The automated compliance checker will
specifically be used to test compliance
with the JSE Listings Requirements. The
JSE Listings Requirements taxonomy
will be loosely coupled with the IFRS
taxonomy, which will enable companies
to tag their disclosures, and submit this
XBRL document to the JSE in an electronic
format. The compliance checker will then
automatically accept or reject the filing,
depending on predefined business and
validation rules. The turnaround time
on compliance with the JSE Listings
Requirements is therefore significantly
reduced. As part of the pilot project, the
following five JSE Listings Requirements
were selected to test compliance:
• Directors’ interests in contracts
• Shareholder spread
• Share incentive scheme
asa I november 2009

• Directors’ emoluments
• Headline earnings per share.
The compliance checker won’t be visible
to the company submitting the information
as this will be a tool used in-house at the
JSE. The company submitting its XBRL
document will merely do this through the
web portal, and then receive feedback on
the compliance of the filing.
What are the next steps?
The centralised data hub pilot project
was showcased to the eight sponsoring
companies in the first quarter of 2009. After
that, the hub was showcased to the analyst
community in order to get their feedback on
the pilot project. It is anticipated that once
the analyst feedback has been received
it will be incorporated into taking the data
hub to the next level and allow companies
to file to the JSE voluntarily in an XBRL
format. In all likelihood, the voluntary filing
programme will be up and running before
the end of this calendar year and companies
can start preparing information in an XBRL
format and submitting it into the centralised
data hub.
As Freda Evans rightly said: “The JSE
is excited about the benefits this central
financial information hub will provide in
the areas of submission and review and
timely information sharing with various
stakeholders”.
Conclusion
The voluntary filing programme will provide
different ways in which information can
be submitted to the JSE to cater for those
companies that won’t have the expertise
in-house to prepare XBRL information. One
such a way is a predefined form (much
like a PDF document) that can be filled in
and submitted to the JSE, which will then
extract the information in an XBRL format
as the XBRL tags will live inside the form
where the human eye can’t see them. But
seeing is believing... asa
Theodore de Jager CA(SA), BCom (Hons),
MCom, is a Manager in Accounting and
Auditing Technical and is also part of the
team that heads up XBRL at Deloitte.
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Trick or treat?
B

efore you think that you will miss out
on the benefits that SARS will treat
you to as a micro business, beware not to
trick yourself into not registering for the
new Turnover Tax.
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Turnover Tax (introduced in the Sixth
Schedule to the Income Tax Act No 58
of 1962) is a new tax system that taxes
turnover and not taxable income. It is
effective as from 1 March 2009 and
focuses only on receipts and not on
“receipts and accruals” as in a normal
income tax calculation.

Mr Joe Public carries on a trade as a caterer
(excluded from the term ‘professional
service’ as defined in paragraph 1 of the
Sixth Schedule) in his own name and
operates as a sole proprietor. He also owns
a fixed property from which he earns rental
income and also receives dividends on
shares held in his own name.
As Mr Joe Public is a natural person, the
first requirement to qualify as a micro
business is met. The problem kicks in
where Mr. Joe Public’s qualifying turnover
needs to be determined. Paragraph 1 of the

‘…any income in the form of dividends,
…, rental derived in respect of
immovable property,…’
It is clear that Mr Joe Public’s rental
income earned and dividends received
will qualify as investment income, but the
question remains if investment income
will qualify as “…receipts from carrying on
business activities…”?
The meaning of the words ‘business
activities’ as used in the definition of
qualifying turnover (as well as various other
paragraphs of the Sixth Schedule) is neither

Don’t be tricked by the words “total receipts from
business activities” as this can easily result in you
missing out on the beneficial treats of turnover tax.
Only registered micro businesses are
allowed to trade in their normal income
tax liability (including capital gains tax and
provisional tax) and Value Added Tax for the
lighter administration burdens and lower
tax rate benefits of the new and more
simplified turnover tax system.
A person who wants to qualify as a
micro business must meet two main
criteria as required by paragraph 2 of the
Sixth Schedule to the Income Tax Act
No. 58 of 1962. Firstly the person must
be a natural person or a company and
secondly the person’s qualifying turnover
may not exceed R1 million during a year
of assessment that does not end on a
date other than the last day of February
(starting with 28 February 2010). These
two requirements seem very simple at first
but they get trickier as soon as one tries to
apply them practically. This is explained by
the following example:

Sixth Schedule defines qualifying turnover
as follows:
‘ “qualifying turnover” means the total
receipts from carrying on business
activities, excluding any1. amount of a capital nature; and
2. amount exempt from normal tax in terms
of section 10(1)(y), 10(1)(zA), 10(1)(zG),
and 10(1)(zH);’
The fact that the words ‘business activities’
are used in the plural form instead of
‘business activity’ indicates that a person
should add all receipts of a non-capital
nature from all business activities to
determine qualifying turnover. It is
uncertain whether additional receipts such
as rental income and dividends will qualify
as “total receipts from carrying on business
activities”?
Section 12E of the Income Tax Act defines
investment income as follows:
asa I november 2009

defined in the Income Tax Act, nor in the
Sixth Schedule to the Income Tax Act.
Section 48 of the Income Tax Act links the
Sixth Schedule with the Income Tax Act
(Stiglingh, 2009:950) and indicates that the
words or expressions as defined in section
1 of the Income Tax Act will have the same
meaning in the Sixth Schedule, unless
defined otherwise in the Sixth Schedule.
This is still of no value due to the fact that
no meaning is added to what the words
‘business activities’ actually imply.
It is not certain whether the meaning of
the word “trade” as defined in section 1 of
the Income Tax Act has the same meaning
as or includes or means something
totally different from the words ‘business
activities’ as referred to in the Sixth
Schedule.
The word “trade” is defined in section 1 of
the Income Tax Act and includes:
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‘..every…,trade, business,…including
the letting of any property…’
It is clear that the rental income earned
by Mr. Joe Public will qualify as a trade.
On the other hand, the dividends received
on the shareholding constitute activities
that might produce income and is seen as
the passive earning of income that does
not constitute a trade (Van Schalkwyk,
2009:93). This principle was also confirmed
in ITC 1275(1978). This means that not all
investment income will necessarily form
part of and be seen as a ‘trade’.
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The fact that the words “…total receipts
from carrying on business activities…” are
used in the Sixth Schedule, rather than
the words “…total receipts from carrying
on a trade…” creates the perception that
the word “trade” does have a different
meaning than the expression ‘business
activities’.
Paragraph 3(b) of the Sixth Schedule to the
Income Tax Act reads as follows:

1. more than 10 per cent of that person’s
total receipts during that year of
assessment consists of investment
income as defined in section 12E.’

there is a difference between these two
expressions. It seems that the words
‘total receipts’ constitute a figure inclusive
of investment income while the words
‘total receipts from business activities’
do not include any investment income. If
this is true, it means that the expression
‘business activities’ does not include any
investment income.

Taxpayers should not make the mistake
of including their investment income in
determining their qualifying turnover, as
this may result in exceeding the R1 million
threshold and will erroneously disqualify
them to be registered as a micro business.
Don’t be tricked by the words “total
receipts from business activities” as this
can easily result in you missing out on the
beneficial treats of turnover tax.

From the wording of paragraph 3(b), the
understanding is that to test whether a
person’s investment income exceeds more
than ten per cent of the “total receipts” the
expression “total receipts” constitutes a
figure inclusive of that person’s investment
income. The fact that the words “total
receipts” are used in paragraph 3(b)
instead of the words “total receipts from
carrying on business activities” as used
in the definition of ‘qualifying turnover’ in
paragraph 1, creates the perception that

As a result, if Mr Joe Public wants to
determine whether his qualifying turnover
for a year of assessment does not
exceed R1 million, he should not take any
investment income into account as this will
not constitute ‘total receipts from carrying
on business activities’. This means that if a
person has a maximum qualifying turnover
of R1 million he can also have additional
investment income of up to R100 000 (10%
of R1 million) and still qualify as a micro
business.
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Directors and trustees to reconsider governance structures
over investments
Investments are the largest balance on the balance sheet of most
insurers, retirement funds and other financial services entities.
The collapse of global financial markets and the associated
credit crisis has resulted in significant downward revaluations of
investment values. Although it is common for market corrections
to take place, it is the magnitude of the devaluations that has
taken many directors and trustees by surprise. Many boards,
directors and trustees are now questioning the appropriateness
of the information that they have been using to evaluate the
risks associated with the various instruments included in their
investment portfolios. Concerns have also been raised by boards
as to the robustness of current governance protocols and financial
models as well as controls surrounding valuation processes. Had
there been better governance, the severity of the global financial
crisis on entities may have been more limited. It is thus imperative
that lessons learnt by those with fiduciary responsibilities, as they
manage their respective entities out of this financial crisis, are
embedded in processes and governance going forward.

Understanding of risks
Directors and trustees generally recognise the importance of
risk management relating to liquidity, transparency, valuation and
conflicts of interest but are now less certain on how to assess the
skills and competence of their investment managers. Governance
structures and risk management policies and procedures at
investment managers have received limited attention from trustees
and directors over the past few years while investment returns
have been satisfactory.
Insufficient attention has been given by directors and trustees
towards clearly understanding the risks and complexities
associated with the different financial instruments included in their
investment portfolios. In addition, the financial crisis has brought to
light many risks, which previously would not have been considered
by boards, directors and trustees, including:
• decreased confidence in financial institutions;
• severe liquidity crunch and significant redemptions;
• counterparty credit risk;
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Governance
of investments
•
•
•
•

valuation of instruments in inactive markets;
non-existence of instruments included in investment portfolios;
reduced profit margins; and
increased/changing regulatory scrutiny.

What does investment governance entail?
Governance relates to decisions that define expectations, grant
power, or verify performance. Good governance is about boards,
directors and trustees effectively managing the entities they
govern in a manner that results in the best interests of their
policyholders, members and shareholders being met. A sound
governance structure creates the foundation for an effective risk
management and control environment and, at a minimum, should
include the following core elements:

Are your satisfied with your investment managers?
One would think that performance is the key driver to the answer,
but attention is shifting to transparency and the quality of risk
management. The safety net for the numerous processes to
manage money is governance. Sound governance policies and
procedures with respect to the evaluation of investment managers
have become as vital as the returns being generated.
Investment sub-committees have been established by some
boards to advise and make recommendations about investment
management, investment policies and strategy. Notwithstanding
this, the full board of directors or trustees should still be involved
in major decisions with respect to the investment strategy of
the respective entity. The following are some examples of areas

setting an investment objective of proper diversification can
provide the opportunity to manage better and have lower
overall portfolio risk.
• Appropriate committees, such as investment and risk
committees, with oversight responsibility for various aspects
relating to investments; including trading, existence, valuation,
risk management, operations and compliance.
• Documented policies and procedures and accounting tailored to
the size and complexity of the investments of the entity.
• An assessment on a regular basis of any conflicts of interest to
ensure that the investments of the entity are being managed in a
manner that is appropriate and fair to all policyholders, members
and shareholders.
• A segregation of responsibilities to minimise the conflicts of
interest and potential for fraud, including independent custodial,
administrative and accounting functions.
More than ever in the current economic climate, entities are
required to maintain effective corporate governance policies
and procedures. Whether this is in order to satisfy policyholder,
member or regulatory concerns, it has become essential to
demonstrate that corporate governance is not just an exercise in
ticking boxes. Consideration needs to be given by boards, directors
and trustees as to the appropriateness of the investment strategies
of their respective entities, taking into account the risk attitude and
profile of its policyholders and members, as well as any applicable
regulatory limits. Clear investment objectives should be set,
implemented and monitored in respect of the entity. For example;
setting an investment objective of proper diversification can
provide the opportunity to manage better and have lower overall
portfolio risk.

relating to investment managers where boards should be focusing
the appropriate time and attention:
•
•
•
•
•
•
•

Market standing and reputation
Complexity of the organisation
Mandates
Risk appetite
Level of mandate breaches
Credit rating
Fidelity cover

The responsibility for the management of investments is in most
cases outsourced to independent third party investment managers.
However, it must be emphasised that ultimate responsibility for
the governance of investments remains with boards, directors
and trustees themselves. The monitoring of the appropriateness
of back office procedures often does not get sufficient time and
attention. It is imperative that those charged with governance
understand how third parties conduct appropriate risk management
for delegated or outsourced risks and responsibilities. Statement of
Auditing Standards No 70: Service organisations (SAS70), defines
the professional standards used by a service organisation’s auditor
to assess the internal controls of the service organisation and issue
a report on the controls at the service organisation. SAS70 internal
control reports issued on investment managers and custodians
are useful indicators of strengths and weaknesses in the internal
control environment of the service organisation.
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Investment managers should provide written reports on the
current status of the market and portfolio and/or verbal updates to
the board, to assist them in discharging their responsibilities with
respect to making decisions related to the portfolios investment
policies and strategies. Compliance reports should be received
by the board from all third party investment managers and these
reports should contain any breaches of the investment mandate
and how they were rectified, anti-money laundering issues or any
complaints from policyholders or members.

included in other policyholder and member communication. Clear
communication, on investment and risk management policies, is
the basis for disclosing key information on how the board, directors
and trustees are effectively managing the respective entities and
their financial soundness.
IFRS 7 - Financial instruments: disclosures
To address the extensive disclosure requirements of IFRS 7
adequately, boards of entities should:

The key to reporting is the usefulness to the end user of
disclosures in the financial statements and the information
included in other policyholder and member communication.
How should boards, directors and trustees respond?
Due diligence
People, processes and performance are essential in assessing and
monitoring due diligence in the current market environment. The
integrity and expertise of individuals are key elements in assessing
the whole control environment. It is also crucial that valuation
methodologies are understood, and in general, the more illiquid and
inactive the asset, the more difficult it will be to value accurately
for financial reporting and performance measurement.
Third-party controls report
Questions should be raised if a full controls report has not been
made available in respect of the third party investment manager.
Understanding the control environment has become even more
critical as a result of the heightened risks associated with recent
financial market developments.
Asset liability matching
Sufficient focus should be given to the matching of assets to
policyholder and member liabilities. Asset mix parameters,
benchmarks and mandates in respect of the investment portfolios
should be agreed with the investment manager.

• be aware that IFRS 7 requires disclosure of how their results
would have been affected if market conditions (such as level of
interest rates, exchange rates, commodity, equity or other price
risks) were to move by reasonably possible amounts from where
they were at the reporting date;
• assess whether they need to develop new systems and
processes to capture the required data for some of the more
challenging IFRS 7 disclosures;
• consider whether the systems used to produce the required
disclosure information are subject to the appropriate level of
internal control for financial reporting purposes;
• be aware that IFRS 7 requires disclosure of the information used
by key management to measure and manage risk; and
• develop a communication plan that clearly articulates their
strategy for holding financial instruments, how risks from those
instruments are managed and how financial instruments are
incorporated into the overall value creation strategy.
In most instances, boards of entities will need to work very closely
with their respective investment managers to be able to address the
above and to comply with the disclosure requirements of IFRS 7.

Ongoing monitoring and reporting
Effective monitoring requires a certain quality of information;
however, investment managers do not always provide user
friendly transparency in this regard. Investment managers have not
always been able to supply the information required to meet the
rigorous disclosure requirements in terms of International Financial
Reporting Standards.

Conclusion
Boards, directors and trustees should be asking more questions of
their investment managers, who should, in turn, be able to justify
their investment strategies in line with the investment mandate
with the entity. With proper systems and processes in place,
boards, directors and trustees will be better placed to assess the
risks appropriately within their investment portfolios, and ensure
that these risks are being appropriately managed and timely
investment decisions are taken. asa

The key to reporting is the usefulness to the end user of
disclosures in the financial statements and the information

Bryan Ingram CA(SA), BCom, BAcc, is an Associate Director: PwC
Financial Services Insurance and Asset Management.
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SARS comments on
private banking insurance wrappers
T

he Commissioner recently issued his
findings in respect of private banking
insurance wrappers by means of an
Advanced Tax Ruling (ATR) on an off-shore
private banking insurance wrapper.
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What is a private banking insurance
wrapper?
The concept could best be described as
the integration of offshore assets into an
insurance policy. The owner can transfer
liquid assets such as shares, bonds, cash,
mutual funds, structured products etc. into
the insurance wrapper. The existing assets
therefore do not have to be redeemed or
switched into other investment vehicles,
thereby saving the owner unnecessary
costs. Current market conditions could
make such a structure favourable, as many
equity based portfolios carry an unrealised
loss. The investor retains his custodian
bank (provided it forms part of one of the
approved banks within the network); he/
she retains the asset manager as well as
his/her investment strategy.
How is SARS going to tax the structure?
The specific ruling is as follows:
• No amounts are received by or accrue
to the policyholder for purposes of the
“gross income” definition in Section 1 of
the Act in respect of the policy prior to it
being surrendered.
• Section 7(1) is not applicable to the policy
during the existence of the policy thus
the income accrued within the policy is
not deemed to accrue to the policyholder.
• The surrender of the policy, in whole or
part, will result in the disposal of capital
assets by the policyholder, and the
proceeds from such disposal for purposes
of Para 35 will be the surrender value of
the policy.
• The termination of the policy as a result
of the relevant insured event transpiring
will result in a disposal in the hands of
the policyholder. As such, the policyholder
will realise a capital gain/loss.
This means that an SA tax resident could
switch from his marginal income tax rate
to a maximum CGT rate of 10%, if he
integrates his assets into the offshore life
wrapper. There are no taxes payable on
interest, dividends and capital growth etc.
Provided the assets remain in the structure.
CGT will only apply upon withdrawal or
termination of the wrapper.

Due to the calculation formula issued
by SARS for the determination of CGT
on foreign policies, most investors will
probably carry an effective tax rate less
than 10%. It also needs to be noted that
such tax savings do not only apply to South
Africa, but also to other tax jurisdictions,
i.e. individuals that are liable for taxes in
the USA, UK, Germany, Italy, Spain and
Scandinavia can also use this structure.
Which institutions are involved?
The insurance platform is provided by
an insurance company in Liechtenstein
and the custodian bank should be based
in Switzerland. In order to retain the tax
advantages as per the ATR, the investor
needs a foreign asset manager, either
at the custodian bank or an independent
advisor abroad.

• South African investors with funds abroad
or those planning to make use of their
offshore allowance.
• SA tax residents that have made use
of the tax amnesty and would like a
simplified tax return.
• Investors with succession and
international tax planning needs, because
beneficiaries of the estate are situated in
different tax jurisdictions.
• Persons thinking of immigrating to South
Africa: They should arrange their financial
matters before becoming a tax resident in
South Africa.
The following aspects should be
considered:
• Because Swiss Banking and Liechtenstein
Insurance Secrecy Laws apply, the assets
are held safely and confidentially.
• The structure is very flexible with
unrestricted access: there is no minimum

The owner can transfer liquid assets such as
shares, bonds, cash, mutual funds, structured
products etc. into the insurance wrapper.
What are the risks involved - how
secure is the wrapper?
The assets are legally protected and
cannot be touched by creditors, plaintiffs,
insolvency, governments etc.
Other security considerations are that
the insurance company has the assets
segregated from its balance sheet. The
default of the insurance company therefore
has no effect on the wrapped assets.The
custodian bank does not own the assets
either, and the funds remain in the investor’s
name on behalf of the policy with the
insurer. The asset manager has a restricted
power of attorney and cannot withdraw or
transfer any funds. Only client instructions
for withdrawals are accepted.The only risk
remaining is the investment risk, which the
owner of the assets determines within his/
her investment strategy together with his/
her asset manager.
Who could benefit from this structure?
The following categories of investors can
benefit:
• Investors that are liable for tax either
in South Africa, Germany, UK, United
States, Spain, Scandinavia or Italy.
• Investors that would like to minimise their
worldwide tax liability, being tax residents
in multiple tax jurisdictions.
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contract term, so regular or ad-hoc
withdrawals can be structured free of tax
(and charges) and there are no surrender
penalties.
• Compared to traditional structures such
as Trusts, “Stiftungen” and offshore
companies, the insurance wrapper is
not exposed to anti-tax avoidance rules
(Section 7, Para 70 and 72 of 8th schedule)
and anti-estate duty provisions.
• There is no need to have a separate
will in Switzerland, as the policy
makes provision for direct beneficiary
nominations.
What costs are involved?
There are three tiers of transparent costs:
• Insurance fees: There is an initial fee
to set up the structure (analysis and
recommendation, opening of bank
account, transfer of assets and issuing of
policy), an ongoing fee.
• Asset manager fees and bank charges: As
per the investor’s own arrangements with
his custodian bank.
Larger amounts benefit from very low
charges. asa
Tony Hug, BCom, CFP, IMM, CEA, is
Director at Swiss Financial Consulting.
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Great wines, magnificent vines
M

ichael Olivier talks of De Grendel
and its wines. Michael publishes
in November, with Neil Pendock, The
People’s Guide – navigate the winelands in
a shopping trolley and is a well known wine
writer and broadcaster. Visit him on his
website www.michaelolivier.co.za.
The beautiful manor house of De Grendel
is one of Cape Town’s oldest farms and
20 minutes from the city and the airport. It
sits majestically elevated on the slopes of
the Tygerberg surrounded by its vineyards
on high sea facing slopes and has arguably
one of the best views of Table Mountain.
These southern slopes offer chill breezes
off the fresh Atlantic Ocean, only 7
kilometers away, which cool the climate
in De Grendel Vineyards allowing for the
production of top quality grapes for the
estate’s great wines.
Charles Hopkins is the inaugural
winemaker and one of South Africa’s most
highly regarded winemakers both in the

country and abroad and a member of the
36 member Cape Winemakers Guild.
Says Charles “When I got here I had
some serious plans for De Grendel. It’s
been a challenge and an adventure and I
love both, so I’ve been having a lot of fun
working with this efficient and well-trained
team and we’ve exceeded the goals we
set out to achieve which makes it all the
more rewarding. Quality is not a goal,
it’s a journey.” He adds that De Grendel
has good soil and combined with all the
other factors, poses exciting opportunities
and cites that it is a ‘huge responsibility”
working with the Graaff family and its
current incumbent Sir David Graaff. Our
goal was to be producing the best wines in
the Durbanville region within two years and
I feel we have achieved this.”
Also at De Grendel from the first
vintage is Elzette du Preez, whose true
passion is winemaking, and who has a
qualification from Elsenburg Agricultural

College, Stellenbosch. In recent years,
she has harvested in California, toured
the major French wine regions, as well
as Marlborough, New Zealand, focusing
specifically on Sauvignon Blanc and
Pinot Noir.
The estate’s medal and trophy cabinet
fairly rattles with awards, both local
and international. The estate produces
a stonker of a Sauvignon Blanc and a
selected vineyard Sauvignon called
Koetshuis. The Pinot Gris, recently released
is one of my favourites from the Cape
winelands. The Winifred is a delicious
blended wine. There is a double brace of
reds, with a fabulous Bordeaux blend called
Rubaiyat, a Shiraz, a Merlot and a subtle
smooth Pinot Noir. With summer coming
on, the Rosé will be the drink of summer.
Visit www.degrendel.co.za for
information about their wines.
In all there is a pursuit of excellence, now
and in the future. asa
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Aston Martin
Vantage V12
Azim Omar CA(SA)
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“

The rebirth of cool” read the invite to
the exclusive launch of the new Aston
Martin Vantage V12. The vehicle that I had
the absolute pleasure of driving was the
one and only of its kind in the country.
Since viewing the vehicle at the launch, it
had been through a bit of a transformation,
in that it was given the full Aston Martin
racing decal makeover. This included Aston
Martin branding front and rear, as well
as the union jack on the bonnet and of
course 007 insignia on the doors. The most
striking feature of this makeover was the
paint work around the grill or as it is called
“Lipstick”, which is bright yellow in colour.
This vehicle has the same shape as
the popular Vantage, with a few racing
enhancements that give it a much sportier
and aggressive stance. The most visible of
these are the additional carbon fibre vents
on the bonnet, the white tail lights and the
rear diffuser. Since this is a super car, it
asa I november 2009

has shed a few kilograms off the standard
vehicle, this is thanks to the carbon fibre
and aluminium body as opposed to a metal
one. Further weight saving is gained with
the new technology V12 which is said to
be 50 kilograms lighter than a normal V12
engine. Even though this vehicle has lost
some weight, let’s not forget that this is
still an Aston Martin, which means that
there has been no compromise on luxury.
The vehicle comes with all the normal
luxury creature comforts that you require,
including air conditioner, power steering,
radio CD, electric windows and plush
carpets. The full leather bucket seats are
electrically adjustable with triple memory
seat configurations, for different drivers
(yeah, like I would let someone else drive
my Aston!).
When ordering an Aston Martin, one can
either settle for one that is on the floor
or you can spec the vehicle to your taste.
Apart from the usual colour of exterior
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the key into the slot, until you hear the
engine growl to life. This vehicle is fitted
with a good old fashioned six speed manual
gearbox, which is rare today, but so much
fun. The clutch initially felt slightly heavy,
but this soon disappeared as I got used
to it. In fact, I got so comfortable that I
managed to drive it effortlessly through the
Johannesburg traffic.
On the road, this vehicle is a pleasure to
cruise around in, until you reach 4,500 rpm,
that’s when the devil inside is unleashed
and the car turns into an absolute monster.
If you prefer the brute crowd pleaser sound
of the engine all the time, all you need do is
engage the sport button on the dashboard.
A word of caution though, don’t try it while
you’re on the move as there is a sudden

and interior, you can choose the type of
materials used on the seats, dashboard,
roof lining, carpets, oh, and also the colour
of stitching used.
Inside the vehicle the first thing you notice
is the cleverly disguised roll cage behind
the seats. As you slip into the seats you
further notice the speedometer that has a
max speed reading of 330 km/h. This is no
pretender either, as this vehicle has a true
top speed of 310 km/h and can do zero to
100km/h in 4.2 seconds, which means that
by the time you complete this sentence,
the vehicle will be doing in excess of 100
km/h. Pretty impressive!
The vehicle comes with the worldrenowned crystal key which slots into the
centre of the dashboard. To start the vehicle
all you do is depress the clutch and push
asa I november 2009

surge in power that is quite unexpected
- almost like you’re about to launch into
space. During this transformation, the
engine note changes dramatically from a
subtle quiet engine to a loud but “very”
satisfying V12, as though it had just
swallowed a red hot chilli pepper.
In the short time that I had the vehicle, I can
honestly say that, if I was looking for a true
super car and did not want to compromise
on luxury or looks, then this has to be at
the top of my list. I guess super cars have
come a long way, but so has their price, this
particular variant is just a tad over R3 million.
Overall, this vehicle encompasses all that
a super car should be, including beauty,
passion and soul…cool is definitely back! asa
Car courtesy of Aston Martin SA.
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BMW Z4 - 3l
Azim Omar CA(SA)

can change between the two with the
touch of a button. You can easily take a
leisurely Sunday drive with the top down,
or a quick trip down the N1 with the top up.
When the roof is closed the vehicle feels
solid with minimal wind noise, while the
increased headroom is quite surprising and
very welcome. This makes the vehicle feel
more like the M-Coupe than the convertible
version.
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B

MW has recently launched the latest
generation Z4, which, in my opinion,
has finally become a formidable sports car.
The most significant change to this vehicle
from its predecessors is the hard top
convertible as opposed to the soft top. In
the looks department, definitely a thumbs
up! The new Z4 has undergone some
radical changes in design and flow. Up
front, the large kidney grill and swooping
lights reminds one of the BMW 6 series,
with a lot more spunk. The rear has also
received a major upgrade, to make it look
much sexier, including all new led taillights
and a subtly refined rear that compliments
the overall appearance of the vehicle. The
vehicle appears larger, the style more
fine-tuned and boy, a whole lot more
aggressive. What is perhaps surprising or
maybe not, is that this Beemer was not
designed by the legendary Mr. Bangel, but,
rather by two women.

Getting in and out of the vehicle takes
some getting used to, as the vehicle sits
low with a high door sill, but once in the
driving position it feels just perfect. On
startup, the large multi-display screen
unfolds from the centre of the dash,
making you feel like you are in a fighter jet;
and this vehicle has the power to take that
feeling to the next level. Look ahead and
all you see is a bonnet that goes on forever
(thank goodness for the park distance
display). The vehicle is also equipped with
the standard i-drive system with which we
all have become very familiar. There is also
a ski-hatch (Golf club hatch in SA), which
opens from the inside of the vehicle so
that one can access the boot. What is very
surprising is the size of the vehicle’s boot.
With the roof closed, the space rivals many
small sedans. With the roof down however,
the vehicle can still accommodate a set
of golf clubs (using the hatch) and a tog
bag or two. This is quite impressive when
compared to its predecessors. I guess the
ladies made sure of that!
So, how does this vehicle drive, well
this is a Z4 3l, which means that it has
a 3 litre twin turbo engine in a relatively
small vehicle. To cut a long story short, it
drives like a “bat out of hell”. My fondest
memory of this vehicle is driving with the
roof down, using the paddle shift on the
steering wheel, and changing gears just
before the redline cutoff. All I can say is
WOW!, this made the vehicle sound like
a supercar. I guess you have to drive one
to appreciate fully the sheer brute gearchange and the loud burble from the turbo
waste-gate.

I guess this brings us to the proverbial
dilemma of choosing between a coupe or
an open top. Many prefer a coupe as it is
a lot more rigid, which allows for better
roadholding and boot size instead of the
all- out fun of driving an open top. This
vehicle makes this decision easy, as you

To sum up, I quote our honourable editor,
who says ”cars are a waste of money, but
I can definitely see myself buying a car like
this”. Says it all, doesn’t it…asa
Car courtesy of BMW SA.
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Mercedes Benz
E 500 Coupe
Azim Omar CA(SA)

P

ress release “Square lights are back”.

This was the first I had heard of the all
new Mercedes Benz E-Class and then,
surprisingly, I heard about the coupé
version. Needless to say, I had to get my
hands on it. This is not just a vehicle that
has had two doors cutaway from a four
door sedan, i.e. your usual coupé, but a
totally different vehicle to the four door
sedan and definitely in a class of its own.
At first sight you notice how low this
vehicle stands compared to the sedan.
Also, the front end has received a totally
unique cosmetic enhancement, with
elongated headlights that run up the side
fenders giving the vehicle a much sportier
look. The vehicle also has the classical
coupé body sans b-pillars.
Inside, the Merc has sufficient space for
four adults in absolute comfort, together
with their luggage. The rear seats look
as though they belong in a thoroughbred

sports vehicle, with a one-piece head
and backrest. In the front, the seats are
definitely one of the most comfortable
bucket seats in which I have ever sat.
The test vehicle had the optional contour
seats, which have small air cushions in
the backrest that can be contoured to your
body shape, making for that perfect fit.
There is a leatherbound sports steering
wheel and gearshift with paddle shift on
the steering wheel, which makes you feel
like you are driving a formula one vehicle!!
The one additional feature that I believe
deserves a mention is the “distronic”
system. This is a cruise control with an
understanding mind, basically, the vehicle
is equipped with a radar that calculates
the distance between your vehicle and
any object in front of the vehicle. So that
if you have the vehicle set on 120km/h
and suddenly you approach slowmoving
traffic, the vehicle will automatically slow
down and, if need be, bring the engine to
a complete stop. This was actually a lot of
fun, as all I had to do was steer the vehicle.
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But a word of caution, please pay attention
to the road, as the vehicle does not yet
drive itself!
Overall the 5 litre V8 engine was an
absolute pleasure to drive. The grunt from
the V8 was always just a push away on the
accelerator. As the vehicle did not have
B-pillars, there was no obstruction of view
and the car felt very airy and spacious.
A must-have extra is most definitely the
panoramic glass sunroof, as it makes it feel
almost as good as a convertible. On the flip
side, the vehicle is pretty thirsty, requiring
frequent stops at the pumps, which I guess
will not be too much of a problem if you
can afford to buy this vehicle.
On the road, the Merc was a tame city
cruiser, but, at the touch of a button (the
famous sport button), it morphs into a
wild and exhilarating sports beast, with
sufficient power to take on and defeat
most other vehicles on the road.
Overall, this car turned more heads than
expected and was a pleasure to drive.
So hats off to Mercedes for yet another
excellent sports vehicle. asa
Car courtesy of Mercedes Benz SA.
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South Africa’s love-affair
with the sports car...

and how to get yourself into the driving seat
Eckhardt Gerber CA(SA), RA, is Partner: RSM Betty and Dickson (Cape Town).

F1; Gordon Murray - Brabham and McLaren
F1 and Supercar; Pierre Terblanche –
Ducati; Keith Helfet - Jaguar and most
recently South Africa’s ‘green’ solution,
Optimal Energy’s Joule. Older readers may
remember the GSM Dart and Flamingo,
to date the only locally conceived and
produced sports cars. This is bound to
change with the launch of the Perana Z-one
in March 2010, as well as the eponymously
named Barnard, a Le Mans-inspired sports
car. The Z-one, styled by Italian design
house Zagato, is set to ruffle establishment
feathers as a value-for-money proposition
with mind-blowing performance. The Z-one
will be built by Hi-Tech Automotive in Port
Elizabeth, famed internationally for the
exceptional build quality of Rossion and
Noble sports cars and Cobra MkIII, GT40
and Corvette Grand Sport licensed replicas.
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T

he South African sports car market
is quite remarkable. For a country
with a relatively small number of wealthy
individuals, local dealers consistently
surprise with the number of cars sold.
Porsche managed to sell more than 100
cars in one month while Aston Martin,
reintroduced to the South African market
but in 2007, sold 110 when expected to
sell 30 to 50. When Mercedes-Benz flew
company executives and Bernd Mayländer
(F1 safety-car driver) to the local launch of
the C63 AMG, it showed that, as the fourth
largest market for AMG-badged products
worldwide, South Africa is an important
market.

Notably, black South Africans now
also contribute to the sales successes.
Spending more than the average house
price on a car, especially in a country with
considerable inequality, may in the past
have been frowned upon from a social or
cultural perspective. The new generation
recognises however that an exclusive
vehicle is also a business tool to close
that all important deal and to secure more
business in the future. When negotiating
with someone in a position of power, an
exclusive vehicle demands attention and
insists that you be taken seriously and,
with an exclusive vehicle, many people
have excelled into positions of power,
from humble beginnings, when unreliable
public transport was their only option. To
the successful, the car may also represent
liberation and serves to inspire a new
generation. Ostentatious perhaps? Much
like accounting, it seems that prudence is
no longer the be-all and end-all...
So, with cars well and truly entrenched
in the psyche of so many South Africans,
not surprisingly, SA’s contribution to the
automotive industry has been significant.
Most often in the field of design, these
include: Rory Byrne - Benetton and Ferrari

So, whether you choose a relative newcomer
or an established contender, the sports car
experience is now accessible to a wider
market, and different options are available
depending on your lifestyle and budget.
Conventional ownership is ideal for the
enthusiast driving an everyday supercar.
Drive-ability and use-ability have improved
significantly although some may still prefer
something more practical for the peak-hour
commute. Consequently, owners may
end up only using their special car every
other week-end. Besides the quoted price,
buyers should consider costs to specify
the vehicle to their requirements, finance
charges/cost of capital, depreciation,
insurance and any service/maintenance
costs not covered.
Fractional ownership – share the car and
the costs. If you can convince a few friends
and agree on which car to buy, this may
be an option. Some injudicious use of the
accelerator pedal by enthusiastic drivers
may result in excessive wear and tear or
even a time-out at the panel beaters at
the expense of all owners... Fit a tracker
and draw up an agreement to ensure the
friendship outlasts the first set of tyres!
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Rentals – ideal as a one-off, or to
experience a variety of cars. Add to
the sticker price a daily insurance levy,
based on the vehicle value. In addition,
you’ll be required to put a deposit hold of
approximately 10% of the car’s value on
your credit card, so pre-arrange the facility
or, alternatively, pay a cash deposit.
Shared-access membership clubs is a cost
effective option to get behind the wheel
of a variety of exotics. A popular approach
overseas, this concept is relatively new to
South Africa. For an annual membership
fee, you may reserve the use of a variety
of exotics for a number of days per annum.
Think of it as the bulk-discount version of
renting a variety of cars. The membership
fee is generally determined by the number
of days in each car and the value of the
fleet. asa

Frontline is a specialist financial recruitment company

THIS MONTH’S TOP FINANCIAL OPPORTUNITIES

GROUP FINANCIAL
MANAGER - JHB

TREASURY MANAGER - DBN

CFO - CAPE TOWN

R600 000 - R700 000
Listed client seeks CA (SA) with min 5 yrs’ exp
controlling a treasury function. Duties include
managing the business liquidity, interest rate
and Forex risk exposure. Money market, treasury
trading exp and strong local contacts with
banks and debt funding products is required.
Contact nicky@frontlinesolutions.co.za

Package Neg

R750 000
Join successful listed group and provide support
to dynamic CFO taking responsibility for the
Group Accountant, accounting policies, halfyear/year-end presentation preparation, annual
report presentation, group cash flow, group
treasury planning, consolidations, tax audit and
integration of acquisitions. This position requires
a candidate with CA (SA) and 3 - 5 years’ post
article exp, strong interpersonal skills, accuracy,
deadline and quality focus with the drive for
continuous improvement.
Contact michele@frontlinesolutions.co.za for
this excellent career opportunity.

FINANCIAL MANAGER - JHB
R450 000 to R550 000
Full financial management of business unit within
sort after banking group, including reporting,
planning, budgeting and providing meaningful
support to the decision making of a strategic
focused management team. Be able to think
laterally, develop innovative solutions, present to
Exco and manage staff. CA (SA) with 1-2 yrs’ exp.
Contact michele@frontlinesolutions.co.za

SENIOR MANAGEMENT
ACCOUNTANT - NORTHERN JHB
R550 000 to R650 000 CTC
CA (SA) plus 2-3 yrs’ commercial exp. Outstanding opportunity to join division of a large listed
group. The position is a combination of financial
management and management accounting due
to the operational nature of the business. You
will be responsible for the division's financial
and management reporting as well as a number
of staff and have some strategic input. Your
commercial exp so far should include strong
budgets and forecasting exposure.
Contact karen@frontlinesolutions.co.za

Paul Jacka
Graham Burnside
Chief Executive Officer, JHB Managing Director, JHB

Karen Oosthuyse
Senior Consultant, JHB

Jim Wilson CA(SA)
Senior Consultant, JHB

ACCOUNTANT - DBN
R400 000 - R480 000
CA (SA)/CIMA qualification. Minimum 2 yrs’
working exp in a mid-sized to large organisation,
a manufacturing background would be advantageous. ERP systems exp is essential to this position. Applicants should have an intermediate
knowledge of VAT and tax legislation. Successful
individual will be responsible for all accounting
records as well as supervision and coaching of
financial staff.
Contact dina@frontlinesolutions.co.za

NEWLY QUALIFIED / SOON TO
QUALIFY CA'S
Where do you want to be in
2009/2010?
If you are seriously considering a career move
out of the auditing profession into a commercial/
business environment within the next 12 months,
come and talk to us about the various options
open to you. We can assist you in finding a suitable position in line with your personal vision
and objectives, including a competitive package
starting at around R450k, exclusive of performance based incentives. Don't delay. Act now and
let us facilitate your career path development
into the future.
Contact
ian@frontlinesolutions.co.za (Johannesburg)
helen@frontlinesolutions.co.za (Cape Town)

This strategic position calls for an individual
with exceptional business acumen, proven leadership skills and a track record of achievement.
The client is a large listed company and recognised as a leader in their field. Reporting to the
CEO you will take overall control of the financial
management for a number of divisions within
the Group. CA (SA) qualification is essential and
MBA advantageous.
Contact helen@frontlinesolutions.co.za

OPERATIONS / FINANCE
MANAGER - CAPE TOWN
A rare opportunity for a dynamic young CA (SA)
with 2 to 3 yrs’ post article, commercial exp, to
become operationally involved in this highly
successful business. This newly created division
requires an analytical thinker with marketing
orientation to develop growth strategies and
help build a robust and sustainable infrastructure
to support the team. You will have a natural
ability to engage with people at all levels, build
relationships and contribute to growth.
Contact helen@frontlinesolutions.co.za

BUSINESS OPERATIONS RISK
MANAGER - CAPE TOWN
Package up to R1 million
International securities business seeks a suitably
experienced candidate to take responsibility for
all aspects of business operational risk globally.
The position will suit a CA (SA) who is keen to
develop their career in the financial markets, in
particular in equity derivatives and institutional
broking.
Contact helen@frontlinesolutions.co.za

Carl Williamson
Manager, KZN

Judy Markwell
Manager, C.T.

Helen Nikiforakis
Senior Consultant, C.T.

Camilla Barlow
Senior Consultant, JHB

Michele Deeks
Senior Consultant, JHB

Ian Shortreed CA(SA)
Senior Consultant, JHB

Nathenia Watson
Consultant, JHB

Lerato Makhetha
Consultant, JHB

Cordelia Madanire
Consultant, JHB

Angus du Plessis
Consultant, JHB

Parc Nicol Office Park, 3001 William Nicol Drive, Bryanston, tel: (011) 706-9222
58 Loop Street, Hycastle Building, Cape Town, tel: (021) 424-3042
281 Florida Road, Florida Mansions, Morningside, tel: (031) 313-3308
Website: www.frontlinesolutions.co.za

a division of

CLASSIFIEDS
PROFIT
WITH THE
PROFESSIONALS

Closing Date for Advertisements: Please note that all adverts should be submitted to this office in writing two
months prior to publication date. Important Information: A telephone number, contact name and postal address
must be included with any advert submitted and in the event that payment is not made before the closing
date the advert will not be published. Legislation requires your VAT Registration number for invoicing purposes.
For Classified Advertisement information: Contact Angel Lelosa Tel: 011 621-6696. All advertisements to be
submitted to: Accountancy SA, PO Box 59875, Kengray, 2100, Fax 011 621-6807 or Email: classifieds@saica.co.za

APPOINTMENTS

2IC: MNGT INFO & ANALYSIS

R950K - R800K
CA(SA) - Fin Services - North
annerle.barnard@accountantsoncall.co.za

GRP INCOME MNGR (AA)

R900K - R750K
CA(SA) - Finance - Jhb
cindy.dharmapall@accountantsoncall.co.za

FINANCIAL DIRECTOR

R850K - R830K
CA(SA) - Finance - Roodepoort
natasha.theodorides@accountantsoncall.co.za

EQUITIES ACCOUNTANT
R850K - R650K
Hons/CMA/CA(SA) - Finance - North
rachel.joffe@accountantsoncall.co.za

FINANCIAL MANAGER

AUDITORS
Specialist Retirement Fund auditors required for
fast growing firm. Great opportunity to be involved
in one of the largest industries in the world.
Competitive packages on offer. Please email CV
to ldavidson@vodamail.co.za.
CAP CHARTERED ACCOUNTANTS
Firma in Durbanville – Kaapstad, het poste vir
leerlingrekenmeesters en ouditbestuurders.
Mededingende salarisse, ‘n tegnologies
gevorderde en stimulerende omgewing en
loopbaangeleenthede. www.chartered.co.za Faks
021 914 7789 e-mail cv@chartered.co.za.
DYNAMIC AUDITING COMPANY
We are based in Dunkeld and seek new trainees
as well as qualified staff. Excellent training and
prospects exist. Please email one page CV to
david@dkalmin.co.za.
TRAINEE ACCOUNTANTS
Dynamic, Northcliff based firm of Chartered
Accountants and Auditors has vacancies for 1st year
or entry level trainee accountants with Caseware
experience. Please forward CV to the Staff Partner
at johanc@arcinc.co.za or 086 630 9321.
PARTNERSHIPS & PRACTICES
BEE Partner
Old established five partner firm in Edenvale
wishes to offer partnership to a suitably qualified
Chartered Accountant. Established client portfolio
would be an added advantage but by no means
essential. Reply to richardj@tuffsan.co.za.
MERGE
3 Partner audit firm in Tyger Valley wishes to merge
with sole practitioner with strong ethical values and
client portfolio. Reply to pa@chartered.co.za.
MERGING
Interested in merging with a well established

successful accounting and auditing firm in Gauteng
and Cape Town. Lets talk about the possibility and
opportunities. Call Marius at 082 887 3496.
TAKE OVER
Well established successful CA firm wishes to
take over accounting and auditing firms (Gauteng
and Cape Town only). If you are interested in
selling, call Marius at 082 887 3496.
PURCHASE A PRACTICE
Well established medium size Auditing and
Accounting firm in Gauteng wishes to purchase
a practice or block of fees. Call David at
0828933431 or email david@dkalmin.co.za.
SERVICES
AUDITING BODY CORPORATES?
An index to the Sectional Titles Act = quick and easy
access! www.sectionaltitlesact.co.za,
sbaillie@worldonline.co.za.
COMPANIES & CC’S
Shelf companies. Company and CC name
reservations, registrations, lodgements, special
resolutions and searches. Restoration of
deregistered companies and CC’s. Publication
of notices in Government Gazette. HENZEL
SERVICES (PTY) LTD Tel (012)362-0071
services@henzel.co.za.
AGED SHELF COMPANIES & CLOSE
CORPORATIONS
Acquire pre-established corporate identity and
history; instant availability, help secure financing,
improve chances to secure tenders, up to date
CIPRO and SARS returns. We stock companies
& close corporations with registration dates from
1980 to 2006. Introductory offer, All company
stock at a 15% discount until 15 December 2009.
Buying & selling enquiries, contact Philip du Toit at
pdutoit@masengviljoen.co.za.
http://www.masengviljoen.co.za/news.php.

R800K - R750K
CA(SA) - Finance/Banking - Sandton
natasha.theodorides@accountantsoncall.co.za

FINANCIAL ACCOUNTANT

R720K - R650K
CA(SA)/BCom Hons - Finance - Sandton
natasha.theodorides@accountantsoncall.co.za

FINANCIAL MANAGER

R600K - R500K
BCom (Articles) - Retail - Sandton
nick.els@accountantsoncallco.za

FINANCIAL MANAGER

R650K - R600K
CA(SA) - Retail - Sandton
natasha.theodorides@accountantsoncall.co.za

FINANCIAL MANAGER

R550K - R450K
BCom - Logistics - Booysens
kim.sarakis@accountantsoncall.co.za

011 269 8700
www.accountantsoncall.co.za

Your Opportunity
Our accounting firm based in Queensland is
seeking CA qualified Accountants with recent
experience in public practice (taxation)
accounting to join our team.
These positions would ideally suit professionals
who speak fluent English and are looking to
permanently reside in Australia.

financiaL manaGer/
cfo DesiGnate

financiaL manaGer:
niGeria

• R600K – R700K pa CTC plus performance
incentives • CA(SA) with 4-6 years’ financial
management experience • East Rand

• Market-related ex pat annual package plus
performance incentive • Housing and company
car • BCom (Hons) (Acc) or partly qualified CA(SA)
with minimum 4 years’ financial management
experience

A highly profitable and fast growing division of a JSE
listed Group has a vacancy for an energetic and results
driven individual to manage the finance, accounting
and reporting functions of the Division with branches
throughout the country.
This is a very hands-on position which requires:
• Supervision over debtors, creditors, procurement and
general ledger • Cash flow management • Budgeting
and forecasting • Ensuring the integrity of the
financial data and preparing and presenting
timely monthly management reports
with full analysis and commentaries
• Liaison with internal and external
Auditors
and
preparation
for
the annual audit • Supervision,
management and motivation of a
staff of 14.

A major JSE-listed Group has a vacancy in its Nigerian
Office for a results driven individual to manage all
the financial and administration functions of the
Company.
Duties will include ensuring that effective risk
management is in place and that controls are
implemented and maintained. As all accounting and
reporting is performed by the Centralised function
in SA, this position is mainly one of managing the
local operation, together with the Managing Director,
and building relationships with financial institutions,
Attorney’s, External Auditors, Insurers and other
stakeholders. However, working capital and cash
flow management are priorities as well as cost
management to ensure the continual growth in bottom
line profitability.

This is an excellent opportunity for a
long-term career within this major diversified Group
considered to be an employer of choice.

As this is a relatively new business, experience in
Greenfield operations will be an advantage and
experience in operating in African countries a bonus.

In terms of the Divisional Equity Profile this position is
best suited to a female applicant.
Ref: CHS/tch

This position is open to SA citizens only and who are
willing to relocate to Lagos.
Ref: CHS/eh

newLy QuaLifieD ca’s
• R350K – R400K pa CTC plus performance
incentives, negotiable dependant on specific skills
and experience • Articled to Big 4 plus exposure
to the financial services sector • Cape Town
Due to the exponential growth of this international
Group in the financial services sector, several
vacancies are available for newly qualified CA’s who
wish to embark on an exciting career in this direction.
The vacancies range from accounting, finance and
reporting to investment, fund and asset management
as well as risk, compliance and internal audit.
The ideal position will be assessed on an individual
basis following the interview process and taking
into account the candidate’s aptitude and
preference towards a chosen career.
This is an excellent opportunity to
gain sound commercial experience
in an environment where training
and mentoring are fundamental to
providing a successful transition from
the profession to commerce.
Requirements: • Experience in auditing clients in the
financial services sector • Excellent academic track
record • A real desire to carve a career in the financial
services sector • Above average analytical skills • A
flair for financial instruments.
Ref: CHS/og

Interested candidates to forward a detailed CV Word document to Charles Stilwell on charless@greyconsulting.co.za

Do you have what matters? with us you count!
For more career opportunities, go to www.greyconsulting.co.za

Go fiGure

Tel: 0860 RECRUITER
36482/09

The Crescent, North Building, 3 Eglin Road
Sunninghill, Gauteng, 2157
Tel: 011 234 0600 / 012 361 3475
012 665 4401 / 012 665 4401
WWW.NETWORKFINANCE.CO.ZA

MANAGEMENT ACCOUNTANT
R600 – 550K pa

JHB

GENERAL MANAGER FINANCE JHB SOUTH
R900 – 800K pa

SNR ACC: MINING ASSETS
JHB CBD
R650 – 500K pa
Globally dominant mining company offers
an opportunity to become part of their
progressive team. CA (SA) and minimum
of 2 years commercial experience.
Responsibilities include all aspects related
to the mining assets book.

Are budgets, forecasts and reports your
forte? International player is seeking
you! Completed BCom (Hons) / CIMA
and solid management accounting
experience. Apply now and become a
success.

Chartered Accountant is required
to successfully lead a large, listed
entity with excellent financial results.
Successful candidate must have at least
5 years job related experience at senior
management level.

TAX ACCOUNTANT MNGR CA (SA) JHB NORTH
R700 – 600K pa

FM - NEWLY QUALIFIED CA (SA) JHB CBD/SOUTH
R480 – 400K pa excluding bonuses

CHARTERED ACCOUNTANT
R520 - 460K pa

Challenging opportunity for corporate tax
expert at listed manufacturing concern.
Report to Head of Tax. Focus on corporate
tax, advisory and practical accounting.
Utilise your superior interpersonal skills and
minimum 4 years senior tax experience.

Analytical self-starter required for financial
processes and internal controls.Market leader
in the financial services requires individual to
take charge of daily bank reconciliation, GL
journals and recons and fixed assets, analyze
monthly results and provide feedback.

Newly qualified CA (SA)s are required
to kick-start their careers in the financial
services, motor and FMCG sectors.
Positions available are Financial Manager,
and Project Accountant Corporate
Finance, starting 01 January 2010.

Contact: Louise Van der Merwe
T: 012 348 4940
lvdmerwe@networkfinance.co.za

Contact: Mia Steenkamp
T: 011 234 0600
mtiedemann@networkfinance.co.za

Contact: Diane Thake
T: 012 361 3475
dthake@networkfinance.co.za

Contact: Omar Poonjani
T: 012 665 4401
opoonjani@networkfinance.co.za

DEVELOPING RELATIONSHIPS, DELIVERING RESULTS l

Contact: Susan Fouché
T: 012 361 3475
sfouche@networkfinance.co.za

JHB

Contact Firdows Suleman
T: 012 665 4401
fsuleman@networkfinance.co.za

SPECIALISTS IN FINANCIAL RECRUITMENT

FINANCIAL MANAGER
R550 000 CTC, Northcliff
Large, well known group requires organised “hands on” motivator to manage
financial team! This individual needs to put systems and procedures in place,
meet deadlines and mentor staff. Report to CFO. CA (SA)/CTA plus relevant
experience essential. janet@wexford.co.za

SENIOR BUSINESS ANALYST
Tel: +27 11 785 4930 Fax: +27 11 785 4939 www.wexford.co.za
Three Seasons Office Park, 7 Spring Street, Rivonia, 2128

FINANCIAL MANAGER
R550 000 - R450 000 CTC, Wadeville
This is a key position in a large multi-national. Our client is looking for a driven,
analytical individual with excellent people skills. The position reports to the FD
and oversees the financial accounting department. CA (SA) + minimum 1 year
post-article experience in a large organisation. carmen@wexford.co.za

FINANCIAL ACCOUNTANT
R450 000 - R360 000 CTC, Sandton
A well-established international firm is looking for a career-focused and
innovative individual for a full function financial accounting position. BComm
(Hons) and Big 4 articles + some post-article experience essential. This growing
concern hires top staff and provides a bright future with ample prospects,
personal and career development. carmen@wexford.co.za

FINANCIAL DIRECTOR CA (SA)
± R1 000 000 CTC, Sandton
Market leader with a turnover of more than R800 million seeks an experienced,
driven and unique CA to head up their finance division. Successful incumbent will
have excellent knowledge of systems, IFRS and JSE regulations. Involved with
merges and acquisitions, management of finance, audits and Exco. Must have a
strong personality to be able to liaise with analysts and sponsor brokers.
tanya@wexford.co.za

SENIOR COST ACCOUNTANT CA (SA)
R600 000 - R450 000 CTC, Sandton
Mining group seeks young, driven and extremely meticulous CA to join their
costing team. SAICA training with a large firm and knowledge of/or experience in
the mining sector would be a definite advantage. Individual will be involved with
complex costing reports and exciting new projects. tanya@wexford.co.za

R600 000 - R450 00 CTC, CBD and Parktown
Banking giant requires analytical, highly focused individual with lots of drive to
join an organisation that rewards hard work! Support business unit by providing
relevant financial information to enable decision making CA (SA) a must!
Relevant experience in financial services secures. janet@wexford.co.za

MANAGEMENT ACCOUNTANT
R550 000 - R450 000 CTC, North
Top financial services group requires a top quality management accountant with
tons of initiative and drive. The successful applicant will be responsible for the
entire management accounting function for the group. CA (SA) + 2 years
experience or BCom (Hons) + 5 years experience. liz@wexford.co.za

FINANCIAL ACCOUNTANT
R650 000 - R550 000 CTC, Nelspruit
Due to tremendous growth, this dynamic, high profile company requires a bright,
astute individual. The ideal candidate will have extensive involvement in the
year-end audit and preparation of group annual financial statements. CA (SA)
with 3 years experience, IFRS and consolidations a must. liz@wexford.co.za

FINANCIAL MANAGER
R700 000 - R600 000 CTC, CBD
A well established insurance company requires an astute individual to fulfill a
financial management role. The ideal candidate needs to be a CA (SA). 2 years
insurance background essential. placements@wexford.co.za

FINANCIAL CONTROLLER
R550 000 - R500 000 CTC, North
High profile company requires a business orientated individual with ability to
communicate so as to drive behaviour changes and implement new systems when
required. CA (SA) or CTA plus articles a must. placements@wexford.co.za

http://www.antonapps.com

finance banking africa
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Countries covered by antonapps in Africa

South Africa

Mozambique

Lesotho

Malawi

Swaziland

Tanzania

Botswana

Kenya

Namibia

Uganda

Angola

DRC

Zambia

Nigeria

Zimbabwe

Ivory Coast

Opportunities in Africa
Management Reporting
Manager: Banking
US$Neg
Ref: PM
Saudi Arabia

Finance Manager:
Agriculture
US$90k – US$120k
Ref: AT
Malawi

Financial Controller:
Logistics
US$90k – US$110k
Ref: AT
Kenya

Opportunities in Commerce
Tax Manager:
Manufacturing
R450k – R550k
Ref: RM

Management Accountant:
Media
R450k – R550k
Ref: KH

Management Accountant:
Retail
R400k – R50k
Ref: PM

Commerial Accountant:
IT
R450k – R550k
Ref: RM

Group Accountant:
Media
R350k – R480k
Ref: SR

Accountant:
Mining
R300k – R450k
Ref: AT

Credit Analyst:
Manufacturing
R450k – R550k
Ref: RM

CFO: Diversified
Commerce
R950k – R1.1m
Ref: SR

Head of Risk, Audit &
Assurance: Mining
R800k – R1.2m
Ref: AT

Opportunities in Banking and Financial Services
Financial Controller:
Investment Banking
R700k – R800k
Ref: RM

Analyst:
Banking
R420k – R600k
Ref: JB

MIS & Financial Analysis
Accountant
R750k – R950k
Ref: RB

Reporting Specialist:
Banking
R300k – R400k
Ref: KH

Head Product Controller:
Loans/Credit/Portfolio
R850k – R1m
Ref: RB

ICAAP Analyst: Capital
Management
R550k – R700k
Ref: RB

Finance Manager:
Investment Banking
R425k – R500k
Ref: JB

Product Controller:
Treasury
R430k – R600k
Ref: RB

Portfolio Accountant:
Insurance
R300k – R450k
Ref: RM

Finance Manager Debt
Solutions: Banking
R650 – R750K
Ref: JB

Investor Relations:
Financial Services
R350k – R460k
Ref: SR

Tax Compliance Specialist:
Financial Services
R500k – R650k
Ref: KH

All CVs to be sent to you@antonapps.com quoting reference
0861 788 7880 www.antonapps.com 073 788 7880

