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or months now Government’s
apparent unwillingness to accept
responsibility for its actions – or lack
thereof - has been questioned and
debated. The spotlight is squarely
on its apparent inability to deliver on
fundamental citizen rights such as
passable education and basic services
such as water electricity and health.
Auditor-General Terence Nombembe’s
recently published 2011 local
government audit report was deeply
depressing, with just 5% of all
municipalities across South Africa
receiving clean audits - that is if they
managed to get their financial records
completed on time. It is clear that our
municipalities severely lack financial
management skills. An article (p.24) that
addresses the financial skills shortages
in the public sector points out that a
SAICA report found just 0,1% of finance
positions in the public sector being filled
by CAs.
Nombembe also addressed crucial
failures in government linked to a lack of
leadership and a lack of accountability.
This conclusion was starkly underlined
when in a radio interview, President
Zuma blamed Hendrik Verwoerd and
the apartheid regime for the current
government’s inability to deliver basic
services, such as in the highly-publicised
Limpopo textbook saga. While we
cannot disregard the wrongs of the
past, we have to ask ourselves ‘where
does the buck actually stop’, when
a government ruling the country for
more than 18 years is reluctant to take
accountability, or at least give straight
answers on the current problems that
surround us.
The Times editor asked this question:
‘If we had to manage South Africa as a
JSE listed company, where would it find
itself?’ How long will the shareholders
(e.g. taxpayers) allow the CEO to stand
before them and blame the company’s
performance on past owners, when
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new management has been in charge
for nearly two decades? As Mamphela
Ramphele pointed out … South Africa
could self-destruct before 2020 if it
continues on this downward track.
It’s been suggested that government
should abide by the same governance
principles as the private sector. Our tax
money should be seen as investment in
the country and therefore government
should act as the trust manager of
taxpayers’ money. Good governance
is like a licence to do business and
should be an entrenched philosophy
within organisations and government.
State owned companies should be
accountable to the public they serve
- and that accountability is what good
governance is all about.

Gerinda

You can now follow ASA on LinkedIn, twitter and the ASA website.
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IFAC applauds PAFA for adopting IAS
I

an Ball, CEO of the International Federation of Accountants
(IFAC), praised the Pan African Federation of Accountants (PAFA)
for its recent decision to adopt international standards in accounting
and auditing, calling it ‘an important benchmark in underscoring
the value of accountancy and the accountancy profession to
governments and to business on the African continent.’

statements and judges whether they can be relied upon by
investors, capital market participants, and policymakers,’ Ball
said. ‘The adoption of International Public Sector Accounting
Standards (IPSAS), along with international standards on
education and ethics, is particularly important in Africa, and so
this resolution by PAFA is an important milestone.

PAFA was launched in May 2011 and consists of 39 professional
accountancy organisations from 34 African nations.

A sound financial infrastructure—in the form of high-quality,
recognised standards in auditing, ethics, public sector
accounting, and related regulation — is the only way that
sustainable economic development is truly achievable, as Africa
seeks a larger role in the global economy.’

‘International accounting standards provide the framework
against which the auditor examines a company’s financial

SA Public Enterprises Urged to Upskill
T

4

he findings of the 2012 Old
Mutual Retirement Monitor
released last month clearly highlights
the communication gap in member
education in the South African retirement
industry To address this lack of
education, employers are urged to take
responsibility for the financial education
of all their members of retirement
schemes.
According to the survey, just 50% of
respondents actually read through
their benefit statements. Furthermore,
an alarming 35% of respondents said
that they do not receive any benefit
statement at all, which means that
members have little information about
the state of their retirement savings,
according to Haddon de Waal, Head
of Financial Wellbeing at Old Mutual
Corporate.
In spite of this lack of engagement with
their funds, retirement fund members
remain trusting of their trustees and are
mostly confident of their abilities and

willingness to act in their best interests.
Haddon de Waal comments, ’It’s clear
from these results that an urgent
need exists for employers, trustees
and principal officers to find ways of
helping to raise the financial literacy
levels of their employees and fund
members through effective education
interventions. These will not only be of
major personal benefit to all employees,
but will also lead to a more efficiently
managed business.’
De Waal notes that this is of particular
importance for publically owned
enterprises, due to the large number
of employees they communicate with.
‘Financial education must extend
through all levels of an organisation. It
is not limited to the financial wellness
of new employees. In order to equip
management with the skills they need to
fulfil their objectives, senior and midlevel employees as well as committee
members need to be made aware of
the responsibility of interpreting and
addressing all the risks that impact on

an organisation’s balance sheet,” says de
Waal.
According to de Waal, this includes
educating employees and committee
members on the measurement, reporting
and uncertainty around employee benefit
obligations.
As a possible solution for public
employers, Old Mutual Corporate
developed its Financial Wellbeing
Programme. This programme, which is
offered in partnership with trustees or
employers, is available free of charge
to fund members and employees and
includes comprehensive financial health
assessments, educational workshops,
financial advice and support.
‘This kind of partnership approach to
member education is the most cost
effective, sustainable and impactful
way of enabling South Africans to take
ownership of their finances, and create
the futures they desire for themselves
and their families,’ concludes de Waal.

triple bottom line reporting
T

he International Auditing and Assurance Standards Board
(IAASB) has recently released the new International Standard
on Assurance Engagements (ISAE) 3410, which focuses on
Assurance Engagements on Greenhouse Gas (GHG) Statements.
This new standard seeks to provide the required assurance on a
global scale that will give investors, consumers, and other users
the satisfaction and the comfort of knowing that emissions reports
provided by companies are reliable. Organisations may prepare

these reports for regulatory compliance purposes, or on a voluntary
basis for internal business purposes.
The new ISAE 3410’s aim is to lay out practitioners responsibilities in
identifying, assessing, and responding to risks of material misstatement
when reporting on GHG statements. It sets out requirements
and guidance on the work effort and reporting responsibilities of
practitioners for reasonable and limited assurance engagements, as
demand for both is increasingly evident in the marketplace. asa
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Accounting
The Future of Financial Reporting in South Africa and what
framework to apply
There are various financial reporting frameworks available to entities
in South Africa. With the ending of the ‘Statements of Generally
Accepted Accounting Practice’ (SA GAAP) for financial periods
commencing on or after 1 December 2012 , ‘SA GAAP for SMEs’
(Exposure Draft [ED] on IFRS for SMEs issued in 2007) in May 2012
and ‘Micro GAAP’ , many entities will need to make a decision on
which framework to apply in the future.
In addition, for those that have been waiting for a Micro GAAP
standard (also referred to as the Financial Reporting Framework for
Non-public Entities), the recent decision not to issue such a standard
in South Africa will mean that these entities will now need to consider
an alternative framework should they still be using SA GAAP, SA
GAAP for SMEs, or currently reporting under full IFRS.
In response to these recent developments, SAICA has prepared a
short video to explain the various financial reporting frameworks
available to entities in South Africa. This video can be downloaded
from the SAICA website. Furthermore, a table that sets out the
remaining financial reporting frameworks and how SAICA can assist
members in the application of these frameworks can be downloaded
from the SAICA website.

Headline Earnings Circular amended
Two amendments were made to Circular 3/2009 - Headline Earnings,
resulting in a replacement circular, Circular 3/2012 - Headline Earnings,
being issued. The first amendment made to the rule table ensures
that the tax effects of items excluded from headline earnings are also
excluded regardless of the period in which these were recognised.
The second amendment, also made to the rule table, relates to the
compensation received from third parties for items of property, plant
and equipment that were impaired, lost or given up. It ensures that
the treatment of this compensation is consistent with the related
impairment or other loss recognised. Circular 3/2012 is effective for
financial periods (annual or interim periods) ending on or after 31 July
2012. The new circular can be downloaded from the SAICA website.
New Guide on Applying IFRS for SMEs for Micro Entities
SAICA has developed a guide on applying ‘IFRS for SMEs’ for micro
entities. This guide is in the form of an easy-to-use electronic toolkit
that comprises a user checklist, the requirements of the standard,
an application guide with practical examples, illustrative financial
statements, and a disclosure checklist for micro entities.
The guide is aimed at assisting with the practical application of the
IFRS for SMEs standard for micro entities such as close corporations,
companies with a public interest score below 100 points, partnerships
and sole proprietorships.
This guide enhances the micro entity user's understanding of how to
apply the IFRS for SMEs standard by focusing on the most expedient
accounting policies permitted and by reducing emphasis on the many
elements of the standard that are not likely to be applicable for a
micro entity (in the rare circumstances where such elements are still
applicable, the guide contains a user checklist which will draw the
attention of the user to the standard itself for further guidance). Find
out more information about this guide from the SAICA website. SAICA
will also be running seminars on ‘Applying IFRS for SMEs for Micro
Entities’ during September and October 2012.
IASB amends new consolidation standards
The International Accounting Standards Board (IASB) has issued
amendments to clarify the transitional provisions of IFRS 10 Consolidated Financial Statements. These amendments also
provide entities with an additional relief in IFRS 10, IFRS 11 - Joint
Arrangements and IFRS 12 - Disclosure of Interests in Other Entities,
by restricting the requirement to provide adjusted comparative
information to only the preceding comparative period.
The amendments are effective for annual periods beginning on or after
1 January 2013, and this has been aligned with the effective date of
IFRS 10, IFRS 11 and IFRS 12.
Consolidated Financial Statements, Joint Arrangements and Disclosure
of Interests in Other Entities: Transition Guidance, can be downloaded
from eIFRS and the IASB press release can be found on the SAICA
website.
IASB and FASB agree on lease accounting
The IASB and the United States Financial Accounting Standards
Board (US FASB) have agreed on an approach for accounting for
lease expenses as part of a project to revise the leases standards in
International Financial Reporting Standards (IFRSs) and the United
States Generally Accepted Accounting Principles (US GAAP). These
Boards decided on an approach in which some lease contracts would
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be accounted for based on a model similar to that proposed in the
2010 leases exposure draft (ED 288), while other leases would be
accounted for by using the straight-line method. The IASB and FASB
plan to release a revised leases exposure draft in the fourth quarter
of this year. Their joint press release can be downloaded from the
SAICA website.
IFRS Briefing for Chief Executives, Audit Committees and Board
of Directors issued
The IASB has issued the ‘IFRS Briefing for Chief Executives, Audit
Committees and Boards of Directors 2012’. This briefing provides
summaries of all IFRSs issued at 1 January 2012, including those
with an effective date after 1 January 2012, but does not include
IFRSs they will replace. A downloadable version of the 2012 Briefing
for Chief Executives can be ordered from the IASB website.

Financial Services
FIC warns on scam notices
The Financial Intelligence Centre warns of notice scams bearing the
Government coat of arms, the logo of South Africa's Parliament and
the FIC's name being used in attempts to defraud the public through
bogus e-mails. Members of the public are urged to not respond to
such notices and report these to the South African Police Services
(SAPS). For more information and examples of scam letters, visit the
FIC website.
Regulation 28: Conditions for securities lending transactions
The Registrar of Pension Funds has extended the implementation
date for pension funds to be compliant with the securities lending
transactions until 31 December 2012. For more information refer to
Notice 4 of 2012 on the FSB website.

Taxation
Raubenhaimer v Raubenhaimer
In a decision handed down by the Supreme Court of Appeal (on 1 June
2012), the judge criticised people who rely on untrained advisors when
preparing their wills, which according to the judge is one of the most
important documents they are ever likely to sign. When one looks at
the mistakes made by the testator and the planner, it is clear that they
delayed the winding up of the estate, added to the emotional stress of
the surviving family members of the deceased and were costly to fix.
The same principle is true when one attends to your duties for file tax
returns.
Lessons to be learned from this case:
Consult only persons who are suitably trained in the drafting and
execution of wills. This is not only done to ensure that proper legal
procedures are followed, but also to make certain that the normal tax
consequences (particularly in respect of the capital gains that may
arise on death) and estate duty consequences were considered. It is
also important to make sure that there is cash in the estate to meet
the costs of winding it up and to pay the taxes due. Mistakes delay
the winding up of the estate, they add to the emotional stress of the
surviving family members of the deceased and are costly to fix.
The case report is available on the Tax Suite website under
Raubenhaimer v Raubenhaimer. asa
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on his high horse
RULE 2: ARE MINORITY STAKES WORTH IT?
Charles Hattingh CA(SA), Chartered Financial Analyst, is the Managing Member of P C Finance Research cc.

Case 2
An investor acquired a 26% share in a private company. When the
relationship between him and the majority shareholder broke down,
the majority shareholder stripped the company of its business. When
I valued the company, I found just a shell containing a small loan to an
associate.
Case 3
The manager of a private company acquired a minority stake based
on an IFRS price earnings ratio of 4. The agreed exit strategy was that
when she wanted to sell her holding, the shares would be valued
on the same basis. Relationships started to deteriorate between
the shareholders to the extent that they agreed to part ways. By the
time the company’s goodwill, plant and equipment, inventory and
receivables had been impaired, profit for the year had disappeared.
The value of her stake? Four x zero = zero.
Case 4
A manager of a private company was offered a 10% share in the
company, with the valuation done by a friend of the seller. He raised
a bond on his home to pay for the shares. When the manager wanted
out, I found that the original valuation was grossly overstated.

8

Y

ou are asked to value a private company for the purpose of a
manager acquiring a stake therein. Do you multiply profits by 4
or EBITDA by 5? Elementary processes such as these completely
miss the point. The important question to ask is: What is the manager
buying? The answer to this question is extremely complex. Is the
manager buying a right to employment? Is the manager investing in
his or her store of wealth? Is the manager on an ego trip, buying the
right to brag to clients, friends and family that ‘I own a share in X’?
When performing a valuation it is essential to crystallise the objective
to be achieved. The purpose of this article is to issue a warning about
such ‘investments’. A follow-up article will address the issue of how to
do such a valuation.
My second rule for creating wealth is never to acquire a minority stake
in a private company. Why? Well, read on about some situations I
have encountered.
Case 1
A property developer acquired a 5% share in each private property
investment company he developed, in lieu of his fees for managing
these businesses. He figured that over time the property would
increase in value, the bond would reduce and the value of the equity
would go sky-high. In anticipation of retirement, he decided to cash in
his investments, only to find that there were no buyers for a minority
share in a private company that has never paid a dividend and has no
plans to do so in future. The majority shareholders offered him 10%
of the underlying value of the equity. He had to rely on his family to
support him during his retirement years.

Case 5
The sole shareholders of four separate companies operating in the
same industry decided to merge their operations. A valuation was
prepared for each company by discounting projected free cash flows
for this purpose. The shareholder of the largest company ended up
controlling the merged group, with the other three having minority
stakes. One of the minority shareholders decided to sell his stake,
only to find that it was worth a lot less than the original value of the
shares he sold to the merged group. He had inadvertently destroyed
wealth by agreeing to swap a controlling share in a small company for
a minority share a large one.
Conclusion
Going into business is a great way to create wealth. However, the
trick is to be in control of the operations. I believe that offering a
minority share in a private company is not an effective way to motivate
managers. There should be a direct link between effort and reward,
e.g. commissions on the sales generated or a bonus based on clearly
defined profits generated by that division. The link between effort
and the increase in the value of the shares of a company is too far
removed.
When the majority shareholder insists on the manager acquiring a
share (I find it strange that a shareholder is prepared to dispose of
such a valuable asset), I usually suggest that the majority shareholder
writes a put option in favour of the manager at the entry price, less
any dividends received during the period, plus a reasonable cost of
borrowing. This suggestion is invariably positively received. I believe
that this solution reflects a sincere offer by the majority shareholder(s).
However, if you want to keep a cordial relationship with the majority
shareholder(s), don’t make this suggestion yourself. asa
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Africa
WHERE IS THE GREATEST POTENTIAL FOR RETURNS?
Russell Lamberti, BCom (Hons) (Economics), is Head Strategist at ETM Analytics.

A

frica is generally capital-scarce and
was considered politically unstable.
Post-colonial African states had tended
to adopt socialist economic models
to the detriment of capital formation
and vibrant, stable, diversified private
sectors.
As a result Africa is justifiably
considered a very difficult region to do
business in. However, Africa is also well
endowed with natural resources, has
strong demographic energy, and offers
returns generally higher than can be
achieved in the developed world (and
increasingly much of the developing
world).

10

However, Africa is not homogenous. It
is a vast continent of widely varying
cultures, political systems, natural
endowments, and stages of economic
development. Savvy investors know
that there are still certain parts of Africa
best left alone, while other areas offer
tremendous opportunities with relatively
minimal risk.
Moreover, investors are not
homogenous. They have widely varying
objectives, industry focus, asset
strategies, and risk appetite. But one
overriding goal remains paramount to
investors in Africa: return on capital.
The investor’s ultimate objective is
to seek out entrepreneurial business
opportunities in Africa that offer
attractive risk-adjusted returns on
capital. The starting point for an investor
is to ask: where on the continent is
capital least abundant?
The less capital there is the more
productive new capital investments tend
to be. By contrast, due to the law of
diminishing returns, economies with an
abundance of capital tend to offer much
lower rates of return on new capital
investments.
The first question for return-seeking
investors with respect to African
countries and sectors is: how much

capital already exists? In other
words, how well developed is basic
infrastructure like rail, roads, and
communications, how well developed is
the financial sector, are there big cities
or do rural settlements predominate,
and what about the state of water and
energy systems?
While many look upon capital
deficiencies in African countries or
sectors as a disadvantage, the returnseeking investor realises that it is in
these countries where the potential
for capital returns tends to be highest.
But this is not the only consideration.
Investors also need to take into account
demographic energy.
A country with poor capital
infrastructure will scarcely offer good
return potential over the long term if its
population is very small or unhealthy, or
its fertility rates are low.
In addition to capital scarcity and
demographic energy, the return-seeking
investor must care about the culture
of savings in any potential investment
destination. Societies that save well will
produce lasting wealth and generate
much stronger and more sustainable
economic growth; their markets will
grow robustly through time despite
disruptive economic cycles.
Finally, the return-seeking investor
needs to understand the relative
abundance of the original factors of
production: land and labour. A large
unemployed population tends to offer
an abundance of affordable labour. A
small, mostly employed population
means labour is unlikely to come cheap.
Meanwhile, land tends to be cheaper in
large territories than in small, densely
populated countries.
Capital-scarce African countries, with
strong demographic energy, rising
savings rates, and less expensive land
and labour markets should offer the best
returns on capital. However, it remains
important to take into account the risk
asa I september 2012

factors that could undermine these
returns.
One of the key risk factors is state
economic intervention. Although state
intervention tends to be relatively
predictable, African governments
have been known in the past to make
significant detrimental changes to
regulations, labour laws, tariffs, taxes,
patterns of state spending, capital
controls, and property rights, which can
negatively affect expected returns on
capital.
Investors also need to understand
patterns of state and private theft
(expropriation, corruption, crime,
sabotage, rule of law), state and civil
conflict (war, civil war, terrorism, hostility,
violent protest), and natural disasters
(floods, drought, earthquakes, hurricanes).
The successful investor will therefore
seek to invest in countries and sectors
in Africa in which both the structural
conditions for capital returns are highly
favourable and the risks to those returns
are relatively minimal.
In short, investors looking for great
returns in Africa need to identify poor
but sizable countries and sectors that
are governed under relatively businessfriendly regulatory environments within
relatively stable, law abiding and peaceful
societies.
At the very least investors want to
identify which poor, sizable countries are
moving in the right direction by instilling
basic economic freedoms, respecting
property rights, and allowing foreign
capital a relative degree of freedom.
Currently Rwanda, Ghana, Mozambique,
Malawi, and increasingly Ethiopia, appear
to provide the underlying conditions
for attractive risk-adjusted returns on
invested capital. By contrast, Equatorial
Guinea, Eritrea, Republic of Congo,
and Kenya appear to pose tremendous
business risks compared to fundamental
capital return potential. asa
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the dynamics of choosing a fund manager
YOU MIGHT NEED THE BUFFER THEY OFFER
Eamonn Ryan, LLB (Hons) is Business Journalist.

12

B

y his mid-40s Marco Visentin, an international project
manager in the engineering industry, had hardly any
investments or a pension provision worth mentioning. He
belatedly decided to begin saving and 10 years later, having
formed a consortium with some family members and friends,
manages a portfolio of R5 million, having made returns of 25%
a year throughout that decade.
This compares with the best performing domestic equity
funds returning 18,8% over the past five years. His only costs,
he says, are JSE transaction fees. He attributes his success to
a long-term investment horizon: he rarely sells and reinvests
all the gains he has made - including dividends - back into the
portfolio. Marco is not concerned about market volatility.
Many such individuals are choosing to invest on their own and
frequently outperform experienced fund managers, whose
hands are tied by investment mandates. If a non-professional
can consistently outperform the country’s best fund
managers, this poses the question of where people wanting
the best return - but don’t have the time to do it themselves should place their money.
In early August 2012 the JSE all-share index had risen to its
all-time high at 35,470 and it is at times like these that interest
in investing peaks. This capped an investment purple patch
in which assets managed by the local Collective Investment
Schemes industry also reached its all-time peak of R1
04-trillion (June 2012), out of a total investment pool of about
R4 trillion.

Unit trusts are undoubtedly the premier investment vehicle in
South Africa because of their ease of access. The first unit trusts
were launched in the 1960s, but only really gained popularity in
the 1990s. Since then they have reshaped the savings industry
in South Africa, yet many investors don’t understand the key
advantages of this product.
Jeanette Marais, director of distribution and client service at
Allan Gray, explains: ‘Unit trusts allow investors to invest using
relatively small amounts of money - around R500 a month - to
access investments that may normally be out of their reach, such
as shares, bonds or property.’
However, for the person with R500 000 to R20 million to invest,
are unit trusts the way to go?
Alwyn van der Merwe, director of investments at Sanlam Private
Investments, says that with amounts below R500 000, unit trusts
or electronically traded funds are definitely the solution. But for
larger amounts, an excellent alternative is a segregated portfolio,
in which the investor holds stocks and other assets in his own
name that are managed by a fund manager.
‘With amounts of R5 000 to R10 000, you simply cannot afford to
buy shares, and even with larger amounts the high transactional
cost and inability to sufficiently diversify make it inadvisable,’ he
says.
He lists the deciding factors between unit trusts and a segregated
portfolio as:
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‘With costs, a segregated portfolio is cheaper by perhaps half a
percentage point, which is significant when compounded over 20
years or more.
Another advantage of a segregated portfolio is that they can be
structured around the personal objectives and considerations of the
client, which a unit trust cannot accomplish. With a lump sum, we
can time our entry to the market to get the best value. In the case
of a unit trust, the fund manager has to buy in immediately, whether
the stocks are expensive or not.’
However, he notes that ‘ego’ is the biggest consideration for high net
worth individuals having segregated portfolios. People who have made
it in life tend to prefer personal ownership. In a segregated portfolio, the
stocks and other asset classes are in the person’s own name, whereas
in unit trust the investor owns a proportion of a pool of assets.
An important advantage of a unit trust is that capital gains tax is not
levied on every transaction, whereas it is in a segregated portfolio.
‘In terms of long-term performance, there shouldn’t be a great deal
of difference if the investment objectives are the same,’ says Van der
Merwe.
Johan van Zyl, Director at Stonehage Investment Partners, which is
the investment advisory arm of the Multi-Family Office Stonehage,
claims this is not necessarily true. He believes that what is not taken
into account in this argument is ‘herd instinct’, which can be highly
detrimental to unit trust performance, but is less of an impact on
a segregated portfolio, in which case quality personal investment
advice usually prevents emotional decision-making.
He explains that for reasons such as these, segregated portfolios are
making a comeback.
‘The herd mentality is the single biggest enemy of wealth creation,
one that run-of-the-mill fund managers are rarely able to escape. Unit
trusts have certain liabilities, such as mandates that restrict their
freedom of action, or the need to make forced adjustments to the
portfolio when investors panic and buy or sell at inopportune times,’
he states.
Johan van Zyl claims that only private client wealth managers such
as Stonehage have the true independence to adopt the contrarian
viewpoint that can ultimately escape the herd instinct of investment.
Furthermore, it is only in the relative freedom of a segregated
portfolio that such viewpoints can achieve success. ‘To be a
successful investor, one has to be able to stand back from the heady
emotions of the market place. It is the private client wealth manager
who provides the necessary buffer between those emotions and the
market,’ says Van Zyl.
David Leslie, Managing Director of Belmont Asset Management,
explains that the first step to achieving sound financial planning has
to be the independence of financial advice offered.

He notes, ‘The depreciation of wealth that many high net worthindividuals (HNWIs) have experienced in their investments since
2007 has been an eye-opener to them, as they have come to
realise they were really invested in products that suited their
asset manager or adviser more than it suited themselves.
What we avoid is “group think”. We are a highly disciplined
outfit that refuses to get carried away by crowd-influenced
behaviour. Of course, there are times when the crowd is
correct, in which case we ride the trend – but that is only
coincidence,’ he notes.
Both Leslie and Van Zyl claim a long-term investment strategy
also comes at a significantly lower cost to clients. For instance,
they rarely switch investments, which reduces the costs
associated with switching.
Leslie states: ‘The most important lesson for investors to learn
is that it is time “in” the market which delivers the power
of compounding. We see a three-year time horizon as being
minimum, for only over this duration can you intelligently
decide if a view was right or wrong. “Timing” the market is
both dangerous and historically costly.’
Nonetheless, short-termism is rampant today, and it is typically
only in the high net worth space that it can be curbed through
sound and trusted advice.
Horror stories abound of people selling in panic in 2008, but unable
to exit the market during the actual crash, yet not being in it during
the recovery. Many investors have not recovered, although the JSE
indices have risen to greater heights than ever before.
‘This is not the experience of private client managers. In our
own case, we had only one such individual ignore our most
persuasive advices and sell in panic,’ says Leslie.
Nonetheless, not everyone has the millions to warrant a
segregated portfolio, and the unit trust industry has grown
rapidly. Unit trusts are a flexible form of investment, as you can
either invest a lump sum or make regular monthly investments.
Your money is always accessible because you can cash in your
investment or a portion of it, when you need to.
‘Choosing the right manager and the right fund is very
important and bad long-term choices often result in short-term
underperformance. If you have conviction in your investment
decisions it will be easier to ride out the tougher times,’
says Marais. This is more easily said than done. With over
30 managers and more than 900 local unit trusts to choose
from, it isn’t surprising that would-be investors become
overwhelmed.
If you don’t have the stomach but still want to invest – maybe
you need that buffer a wealth manager offers. asa
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regulated companies
IN TERMS OF THE NEW COMPANIES ACT
Mark Silberman CA(SA) is the Managing Director of Accfin Software.

T

his article is aimed at company
secretarial practitioners for private
companies. In terms of the new
Companies Act 2008, a private company
can now be defined as a regulated
company, which could result in additional
administration. Many practitioners don’t
know about this, and in the case of many
smaller companies, there is probably no
compliance.
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The law regarding the Takeover Regulation
Panel (TRP) is complex and this article
deals only with the situation in which
private companies fall within the scope of
TRP regulations. Where a private company
is defined as regulated and has an affected
transaction, compliance is onerous and
costly.
One needs ask - was it really necessary to
apply this complex and costly compliance
to smaller companies?
The takeover regulation panel
For more information on the Takeover
Regulation Panel (TRP), refer to its website
www.trpanel.co.za
The Companies Act 71 of 2008 (the Act),
created the TRP (section 196) to replace the
previous Securities Regulation Panel (SRP).
In terms of section 201 of the Act, the TRP
is responsible for:
•
Regulating affected transactions and
offers
•
Investigate complaints on affected
transactions and offers
•
Apply for court orders to wind
up companies Consult with the
Minister on additions, deletions
or amendments to the Takeover
Regulations.
Section 119 of the Act deals with the takeover regulation panel. Key aspects are:
•
Not to consider commercial
advantages or disadvantages
•
Ensure market integrity and fairness
to securities holders
•
Ensure that all shareholders get all the
necessary information for a fair and
informed decision
•
Shareholders have adequate time to

•

obtain the necessary advice
Prevent actions by a regulated
company designed to impede or
defeat an offer, or the making of an
informed decision.

Affected transaction
Sections 117 to 127 and the takeover
regulations do not apply unless a
transaction is an affected transaction or
offer as defined in section 117.
Section 117(1)(c) is the cornerstone
definition and provides that an affected
transaction means:
•
A transaction or series of transactions
amounting to the disposal of all or
the greater part of the assets or
undertaking of a ‘regulated company’,
other than in an approved business
rescue plan (section 118[3]). This
disposal refers only to the assets,
which must exclude liabilities and be
greater than 50% of the assets of the
company
•
An amalgamation or merger as
contemplated in Section 113, if
it involves at least one regulated
company (subject to s 118[3])
•
A scheme of arrangement between
a regulated company and its
shareholders as contemplated in
Section 114 (subject to s 118[3])
•
A re-acquisition of shares or
buyback is included in a scheme of
arrangement, if more than 5% of the
shares are repurchased.

Regulated company
A regulated company is defined in section
117 (1) (i) as a company in which Part
B, Part C and the Takeover Regulations
apply in accordance with section 118(1)
and (2). This means that in terms of 118
(1) and 118 (2), various types of company
(including private) are defined as a
regulated company. Section 118 (1) states
that the provisions of the Companies Act
2008 and the takeover regulations will
apply if the company is:
•
A public or state-owned company
•
A private company, if its
memorandum of incorporation (MOI)
expressly provides that the company
and its securities are subject to Part
B, Part C of the Takeover Regulations,
and if more than the prescribed
percentage currently (10%) of its
issued securities were transferred
(other than between related or
interrelated persons) within 24
months before the date of a particular
affected transaction or offer.
Refer to the definition of ‘related’ and
‘interrelated’ in section 2 of the Act, as it
has a major bearing on whether a private
company becomes regulated or not. With
regard to individuals, a related party would
be a relationship within two degrees of
relationship. For example, it could be a
brother, but a cousin is more than two
relationship degrees removed.

Buyback of shares
The buyback of shares constituting more
than 5% of a share capital class falls within
the definition in section 48 (8) (b) of an
affected transaction, with sections 114 and
115 kicking in. The Companies Act 2008
does not differentiate between large and
small companies (Section 114).

With shares being held by a company,
close corporation or trust, one would
need to look at who in effect controls
the voting rights of these entities and
then determine what the relationship
is. If they do not fall within two degrees
of relationship steps, then they are
considered outsiders and a regulated
transaction would make the company a
regulated company.

Section 48 (8) (b) says that, subject to the
requirements of Sections 114 and s 115, if
considered alone or together in a series of
affected buy back transactions, then this
transaction has to be conducted in terms
of sections 114 and 115. This means a
private company could become classified
as a regulated company.

In a private company, if securities of 10%
or more were transferred within the last
24 months to an unrelated party, this
does not necessarily make the company
a regulated company. It only becomes
such if there is an offer or proposal for an
affected transaction in terms of sections
112, 113 and 114.
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Decision chart
Affected transaction in a private company
Start

Start
share transfer
within last
24 months to
outsider

Company could
now be defined
as a regulated
company

s112 - sale of a
greater portion
of assets or
undertaking or
transaction ito s
113 or s 114

share transfer
to related party
or no share
transfer to all

apply for
compliance
certificate s 121

apply for
exemption s
119(6)

can never be
defined as
a regulated
company

s 112 - sale of a
greater portion
of assets or
undertaking or s
113 or s 114

carry out
procedure ito
s 115

Reporting or approval requirements
Section 121 directly applies the takeover
provisions of the Act to affected transactions
and offers, as any person making an offer:
•
Must comply with all the reporting or
approval requirements as set out in Part
B and Part C of the Takeover Regulations
(unless exempted from any requirement)
•
In terms of section 121 (b) must not
affect an affected transaction, unless the
TRP has issued a compliance certificate
or granted an exemption.
What happens if a private company does
not make the necessary application to the
TRP because of ignorance? This area poses a
grave potential risk for secretarial practitioners
and company secretaries who do not advise
companies correctly.

Exemption
The panel in terms of section 119 (6)
may wholly or partially and conditionally
or unconditionally exempt an affected
transaction from the application of any
provision of Part B and Part C or the
Takeover Regulations if:
•
There is no reasonable potential
of the affected transaction
prejudicing the interest of an
existing holder of a regulated
company’s securities
•
The cost of compliance is
disproportionate to the value of
the affected transaction
•
If doing so is otherwise
reasonable with regard to the
principles of Part B, Part C and the
Takeover Regulations.
asa I september 2012

Smaller company can make application for
exemption, which the TRP will consider at
a levy of R3420 per hour. The exemption
will likely be granted, but at an exorbitant
cost.
Conclusion
I believe that these regulations constitute
an ‘overkill’ procedure that doesn’t accord
with the ‘small company intent’ of the
new Companies Act.
A possible solution is for all existing
shareholders of the private company to
sign a document to the effect that no
shareholder is prejudiced. There should
be no or minimal cost and an automatic
exemption should be granted, with the
TRP not needing to spend time on it. asa
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is public sector accountability still in the dark ages?
OR DID IT EVOLVE?
Gerhardus Burger CA(SA) is a Standard-setter at Accounting Standards Board.
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T

he Accounting Standards Board (ASB) sets Standards of
Generally Recognised Accounting Practice (GRAP) for the public
sector. But where did public sector accountability originate? Did it
evolve, or are we still in the ‘dark ages’?
Ancient regimes were not accountable to the public. They exercised
stewardship over the resources of their ‘gods’. Only primitive forms
of public debate were utilised in tribal councils, which were held
when tribes deliberated about their resources or war.
The Babylonians and Egyptians
The earliest public accounting records date back to the third
millennium BC, when scribes recorded the growth of biological

assets on clay tablets. They were compelled to adopt a form
of ‘accrual accounting’, because trade often occurred via barter
transactions of biological assets and inventory. Among these records,
the famous Code of Hammurabi details contemporary matters like
principal/agent relationships, contractual arrangements, title deeds,
bonds, customs and ferry taxes, highway tolls and water rates.
Except for electricity rates, did they miss anything relevant in today’s
public sector?
Egyptian financiers issued forward contracts (financial instruments)
on future harvests along the Nile River, while prophets were
consulted as economists and analysts. Around 2300 BC, the
Akkadians invented the first bio-degradable ‘calculator’: the abacus.
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Clearly, we have the ancient civilisations to thank for accrual
accounting, legal form and the calculator!

brother, King Richard, during the Third Crusade. The result was the
Magna Carta: a charter that was intended to limit the king’s authority.

The Greeks
Believe it or not, when it comes to government-backed money and
governance, it is the Greeks to whom we owe a debt of gratitude.

Nobody complied with the charter, however, and this lead to civil
war. The leader of the aristocrats, Simon de Montfort, introduced
the concept in 1265 that King Henry III (John’s son), should be
accountable to an electorate and that the landlords should be
allowed to vote in an assembly. In the literary sense, this was the
first ‘parliament’ – derived from the French noun ‘parler’ (to speak).

They were the first governments to standardise coinage in the 7th
century. At that time, the Tang Dynasty in China already made paper
money: promissory bills to convert into real money.
Emerging concepts of democracy, constitutional arrangements and
public accountability also originated in ancient Athens.
The Romans
After Brutus eliminated Julius Caesar, a new constitution was
instituted that increased the power of the aristocrats, so that the
emperor had some constraints. However, the ‘plebeians’ (peasant
and lower classes) were kept in the dark by devious priests who held
secular laws close to their chest for personal gain.
Due to a public outcry, the Roman Senate sent a commission of
three ‘patricians’ (aristocrats) to Greece to study and report on their
legislation. When they returned, Rome’s Assembly chose ten men to
formulate new laws (the Twelve Tables).
This commission, under the supervision of a resolute reactionary,
Appius Claudius, drafted the law and submitted it to the Assembly,
who passed it with some changes. The Twelve Tables were displayed
in public on the Forum wall for all who could and would read. The
draft bill was not, however, open for public comment - which process
does not differ much from today’s legislative or standard-setting
practices.
The practice of public consultation, and an evolving democracy, can
thus be attributed to the Romans.
The English
But it is the English we should thank for the idea of going paperless,
national deficit financing, bank charges and parliament.
In the 12th century, the English monarchy introduced the tally stick
as paper was scarce.
Notches made on one stick represented a taxpayer’s assessed tax
and another stick accounted for matching receipts. Treasury needed
funding and used tally sticks of future taxes to be collected as bills of
exchange, backed by public confidence in the Crown.
Early in the 13th century, England’s barons revolted against King
John due to his harsh taxes and fiscal policies.
The king had squandered the barons’ titled possessions in wars
against Normandy, Louis of France and Pope Innocent III. This meant
higher taxes as England was already bankrupted by John’s late

Henry III reluctantly agreed, not least because his son, Prince
Edward, was kept hostage. After signing a treaty, Henry turned
the tables on De Montfort at the Battle of Evesham at which De
Montfort and his son were killed. The King made his point by sending
De Montfort’s body parts to various lords.
Henry III later instituted his own parliament, which grew steadily in
numbers as more English towns received charters.
By the 17th century, London goldsmiths began issuing paper notes,
backed by gold kept in the Royal Mint. King Charles I seized the gold
as a forced loan to the Crown. Thereafter merchants preferred to
store their gold with goldsmiths, who possessed private vaults, and
charged a fee for the service.
Bank charges in the UK thus originate from a fee originally imposed
to keep the government’s hands off your money!
Before the late 17th century, it was customary for the state to fund
its war debts by levying new taxes. But by 1694 the Nine Years War
had left the English government’s finances in tatters. It was forced to
borrow £1.2-million at a rate of 8% from the newly formed Bank of
England.
The Italians
In the 16th century during the Italian Renaissance, one of Da Vinci’s
friends, Fra Luca Pacioli, wrote Summa de Arithmetica, Geometria,
Proportioni et Proportionalita, a publication covering a wide range
of topics, and which made him famous. One section deals with
accounting and record-keeping.
Double entry accounting can be traced back to this publication.
Today, his concepts like assets, liabilities, income, expenditure and
equity are still used in accounting standards.
The French
So to the French, whom we need to acknowledge for nationalisation
of private corporations, progressive tax brackets and the importance
of accurate public accounting.
The Knights Templar was the world’s first multi-national organisation,
which even provided traveller’s cheques for trips to the Holy Land.
In 1305, Pope Clement V invited Templar Grand Master Jacques
de Molay and Hospitaller Grand Master Fulk de Villaret, to discuss
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a merger between the two Orders. The merger turned out to be a
hostile takeover by government.
King Philip instigated the execution of De Molay, because the king
could not repay his debts to the Templars. In 1314, De Moley was
burned at the stake and the Templars’ assets seized.
Pope Clement died a month later, and King Philip died in a hunting
accident in the same year. I wonder if they had considered the
prospects of living happily ever after, having executed the CEO of a
global bank and then liquidating it?
In the 18th Century, Louis XVI ascended to the throne amid a
financial crisis, with the state nearing bankruptcy because of France’s
involvement in the Seven Years War and the American Revolutionary
War.

20

Jacques Necker, the Comptroller-General, argued that the tax system
subjected the lower classes to a heavy burden, while the nobles
received tax breaks. He contended that tax exemptions for the nobles
must be reduced and that borrowing more money would solve the
country’s fiscal shortages.
Necker published a skewed report to support his claim and to
manipulate public opinion. On Marie Antoinette’s insistence he was
fired. The public revolted and heads rolled.
The Standard-setters of modern day society
Compared to this colourful chronicle, today’s standard-setters are
rather dull. This is not because they lack ideas, but mainly because
they cannot change ideologies. And they never get involved in
politics.
They are, however, privileged to work in liberal societies that support
accountability. They provide the ‘common language’ of an accounting
framework between government and the public. Accountability is the
cornerstone of public sector financial reporting today. It is based on
the modern belief that citizens have a ‘right to know’ - the right to
receive openly declared facts that may lead to public debate.
Kevin Phillips CA(SA) wrote in the July 2012 issue of Accountancy
SA that government must abide by the same austere corporate
governance principles as the private sector, because taxes are
supposed to be a kind of investment in the country, and government
officials should act like proper fiduciaries of the taxpayers’ money.

accountability by providing information to determine, among other
things, whether revenues and services were sufficient, resources
were used and costs were incurred in accordance with the entity’s
legally adopted budget, and how the entity financed its activities.
Thinking back…
Thinking back about Marie Antoinette’s famous last words on cake
eating, I cannot help but to recall popular radio DJ Gareth Cliff’s
comment the other day about modern society. He lamented the fact
that, contrary to our ancestors who fought for noble things, today’s
society degenerated into TV programmes like Cake Wars. Is this the
best we can come up with today.
He has a point - certainly regarding the intensity of warfare. But we
do have wars today: public demonstrations against governments,
often regarding service delivery issues. Other wars are fought in
court and are about taxes levied, regardless of the service delivery,
like the recent toll fares saga in Gauteng. Recently, Egypt had a
public uprising due to many issues, which ended the 30-year rule of
Hosni Mubarak.
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Many governments face deficits, massive debts and even
bankruptcy. Greece, Portugal, Spain and even the USA have
financial problems - to name but a few. According to Ian Ball, CEO
of the International Federation of Accountants (IFAC), none of
these governments recognised that their reporting and financial
management practices have played a role in creating the sovereign
debt and deficit crisis.
In South Africa, the Accounting Standards Board (ASB) is responsible
for developing and maintaining public sector financial reporting
standards, which is critical to good corporate governance and public
accountability. The ASB ensures that GRAP standards are formulated
to be readily understandable, and that they can be effectively
integrated in the norms and practices of all public entities.
We learn from history. We consult. We research. We facilitate
feedback. We do our bit within our mandate and area of expertise
to ensure our democratic Constitution is upheld, to the benefit of all
South Africans.
Standards of GRAP provide users of public financial statements,
such as Parliament, the legislatures, funders and the public, with a
basis on which financial statements are prepared, to assist them to
assess whether proper stewardship has been exercised.

Mr Phillips is right. Public sector entities impose taxes and provide
services. Taxpayers cannot choose whether or not to pay taxes.
Neither is there a proportional relationship between the amount of
taxes paid, nor to the cost or value of the services received by the
individual.

Sadly, so many people today choose to look away and remain in the
dark ages. It is up to us citizens to be well informed and engage in
public debate.

Therefore, financial reporting (at the least!) should assist in fulfilling
the duty to be publicly accountable for the collection of taxation and
the rendering of public services. It should enable users to assess that

The views and opinions expressed in this article are those of the
individual. Official positions of the ASB on accounting matters are
determined only after extensive due process and deliberation. asa

This is critical: after all, no-one wants a repeat of gory history.
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addressing financial skills shortages
IN THE PUBLIC SECTOR
Obrey Nekhavhambe CA(SA) is Director: Accounting Support and Reporting at National Treasury.

T

hat South Africa is presently lacking
a range of skills is a given fact and
it is generally accepted that the public
sector is significantly worse off than the
private sector. South African Institute of
Chartered Accountants (SAICA) research
published in 2008 found that 6.2% of
the positions available in private sector
finance were filled by CAs, while the
public sector had only 0.1% CAs in similar
roles. This survey suggested that the
public sector was being hamstrung by its
inability to compete with private sector
salaries, challenges related to recruitment
and staffing processes, and unattractive
working conditions for financial
professionals.
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In the recent past the National Treasury
implemented a series of reforms aimed
at promoting transparent, equitable
and sustainable financial management
practices, in the form of the Public Finance
Management Act (PFMA) and Municipal
Finance Management Act (MFMA). For an
example, local government institutions and
public entities are now required to adopt a
Generally Recognised Accounting Practice
(GRAP) framework recently issued by the
Accounting Standards Board for preparing
annual financial statements. These reforms
introduced new standards and require
highly qualified and competent officials to
implement GRAP standards.
The changes required a fundamental
shift in the manner in which public sector
financial management officials think and
behave when dealing with resources.
To that end, the National Treasury
introduced a variety of tools, guidelines
and training material to assist public sector
officials to facilitate efficient, effective
and transparent financial management.
Despite these capacity-building initiatives,
public sector institutions have not shown
significant improvement in financial
management practices, as evidenced by
consistently negative audit findings by the
Auditor-General, who has referred sternly
to the poor level of financial management.
The following table provides a summary
of Auditor-General’s opinions on all public
sector institutions during 2011 and 2010
financial years.

Audit outcomes

National
Government

Provincial
Government

Local
Government

20112010

20102009

20112010

20102009

20112010

20102009

Financially unqualified report
with no findings

116

145

46

54

13

17

Financially unqualified report
with findings

163

119

140

153

114

149

Qualified opinion

24

30

47

42

54

55

Adverse opinion

3

3

1

1

7

7

Disclaimer of opinion

5

4

8

19

57

58

Outstanding audit report

5

2

29

11

38

51
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Although it is evident that implementing
financial management training has led to
some improvement on the audit opinions
for the public service (local, provincial,
national and public entities), the
preceding table does suggest that there
is a long way to go in assuring taxpayers
that their resources are being utilised
efficiently and in a cost-effective manner.
As the custodian of the PFMA and
MFMA, the National Treasury is
committed to improving financial
management skills in the public service.
One Treasury initiative is the Chartered
Accountants Academy, hosted by the
office of the Accountant General, which
is aimed at making the public service an
attractive option for young accounting
professionals.
Established in 2008, the programme
has so far produced nine Chartered
Accountants and we are confident that
it will build on this momentum to reach
significant heights. The National Treasury
objective is to develop and retain those
who qualify within the public sector. It
also aims at extending the programme to
other government institutions to increase
its output within a reasonable period. To
date, five other government institutions
have signed the set Memorandum of
Understanding for participating in the
programme.
The National Treasury has an action plan in
place to address the shortage of financial
management skills in government. Some
activities included in the plan are:
•
Marketing the National Treasury as
a centre of excellence and outlining
the exposure that its students
experience during their training
period
•
Continuing participation in the
Thuthuka programme to help provide
opportunities to students with
financial constraints
•
Increasing the visibility of the
National Treasury by robustly
marketing the programme at
universities
•
Getting trainees to participate at
career fairs by sharing their National

•

•
•

Treasury experience
Driving the message that the public
service is for all of us and that only
the best must serve the general
public
Inclusion of other government
institutions to become part of the
training field
Strengthening coordination activities
with other key stakeholders in the
public sector.

The public sector
has the major
responsibility
of restoring
taxpayer
confidence in how
public funds are
managed.
One major challenge is the generally
negative perception that talented young
graduates have about the public sector,
which calls for creative interventions to
deal with these misconceptions. National
Treasury is working tirelessly to instil a
sense of pride in young people about their
ability to meaningfully change the lives of
citizens through their contributions within
the public sector.
Just as the private sector requires
the expertise that young graduates
bring on board, the public sector also
needs young people for continuity and
the sustainability of good practices.
Partnerships with the private sector
remain critical to ensuring a large pool
of financial talent year after year. The
Academy is partnering with a number
of stakeholders to attract the best
asa I september 2012

candidates to experience the dynamism
of the public sector. Numerous training
officers within the public sector have
observed that collaboration strengthens
trainee learning as:
•
Institutions are able to share
experiences and resources in order
to benefit from the specific strengths
of each
•
Wide and diverse exposure to the
public sector gives trainees a broad
view of how government works to
implement its identified priorities
•
The trainees receive unique learning
and experience in all aspects of
public finance management
•
They participate in public sector
forums that deal with transversal
public financial management issues
and participate in the developing
roles of finance officers in the public
sector.
We believe that these comprehensive
strategies will in the long term build the
expertise required for the public sector
and reduce its unsustainable reliance
on consultants for financial functions.
Private sector expertise should be used
for value-added services rather than for
purely administrative and compliance
activities. The public sector is making a
significant investment in the development
of intellectual capital, led by the National
Treasury, which is continuously seeking
innovative ways to attract the best finance
professionals to the public sector. It
strives to be the centre of excellence
that breeds a pool of world-class finance
experts.
The public sector has the major
responsibility of restoring taxpayer
confidence in how public funds are
managed. The Chartered Accountant
Academy offers a platform to attract
competent financial experts in the public
sector, who are tasked with undertaking
this responsibility of improving public
sector financial management. Our trainees
undergo a robust and comprehensive
programme that continuously reminds
them of their ethical responsibilities as
public servants and the need to improve
service delivery. asa
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do we need more CAs(SA) in municipalities?
WILL IT CREATE THE NEEDED MOMENTUM
Ross Hampton, BCom (Accounting), is Divisional Director at CQS Technology Holdings.
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2

014 – that is the deadline year the South African government has
set for all municipalities to achieve unqualified audits. Operation
Clean Audit 2014 was officially launched on 16 July 2009 by then
Minister of Cooperative Governance and Traditional Affairs (COGTA),
the late Sicelo Shiceka1. Now, as the deadline draws closer, one has
to ask if more needs to be done to ensure its success.

While visiting Ba-Phalaborwa municipality, Livhuhani Mabija,
head of a National Council of Provinces (NCOP) team tasked with
helping the Limpopo province sort out its finances, noted that the
municipality previously had a weak audit committee. However,
she was pleased that it was now headed by a qualified chartered
accountant4.

In reviewing Minister Shickela’s project announcement, the
milestones for both municipalities and provincial departments2 were:
•
Between 2010 and 2011, no adverse or disclaimer audit opinions
•
2012 - at least 60% must achieve unqualified audit opinions
•
2013 - least 75% must achieve unqualified audits
•
2014 - 100% clean audits.

Chartered accountants offer the technical expertise that municipalities
need to solve their financial problems and comply with legislation and
regulatory standards.

The latest summary municipal audit report available on the AuditorGeneral of South Africa’s web site is the Consolidated General
Report on the Local Government Audit Outcomes for 2009/10
which states that only seven municipalities achieved a clean audit
at that time3. However, as this information is outdated, it’s difficult
to establish how the municipalities are collectively performing at
the moment. Media reports are a primary source. While some are
highly speculative, many reflect current incidents and the concerns
expressed by government officials themselves. The statuses of the
country’s municipalities are being questioned daily and it appears
that a lot more needs doing to ensure that the 2014 deadline is met.

Certainly, financial legislation and standards presently governing
municipalities are considered to be world class. In terms of financial
management, legislation is based on the Constitution as it relates to
local government. Section 216(1) of the Constitution requires national
legislation to ‘establish a national treasury and prescribe measures
to ensure transparency and expenditure control in each sphere of
government, by introducing: generally recognised accounting practice;
uniform expenditure classifications; uniform treasury norms and
standards.’
From its precepts arose the Public Financial Management Act No. 1
of 19995 to control finances at national and provincial level, and the
Municipal Financial Management Act No. 56 of 20036, which provides
financial structure and reporting requirements for local government.

asa I september 2012

focus
public sector report

Municipalities are also required to comply with Generally Recognised
Accounting Practice (GRAP) as developed by the Accounting Standard
Board (ASB) and implemented by the National Treasury. GRAP is under
constant revision, with particular aspects still being developed. As a
consequence the municipalities are caught up in a transition beween
older standards and current GRAP regulations. They face decisions
such as creating interim accounting policies based on upcoming
GRAP standards, or early adopting the unrefined GRAP standard in its
entirety.
Six new GRAP standards have come into effect for reporting
periods commencing on or after 1 April 2012. These are: GRAP 21
– Impairment of Non-cash-generating Assets; GRAP 23 – Revenue
from Non-exchange Transactions (Taxes and Transfers); GRAP 24 –
Presentation of Budget Information in the Financial Statements7; GRAP
26 – Impairment of Cash-generating Assets; GRAP 103 – Heritage
Assets; and GRAP 104 – Financial Instruments. As of 1 April 2013,
municipalities will be required to implement GRAP 25 – Employee
Benefits8. Furthermore, the yet-to-be-implemented GRAP 105, 106, and
107 may be used to develop an accounting policy9.
Municipalities also adhere to the International Financial Reporting
Standards (IFRS) and the International Public Sector Accounting
Standards (IPSAS), except where these requirements are already
provided for by an appropriate GRAP standard10.
Finally, the Municipal Budget and Reporting Regulations (MBRR)
govern reporting requirements, determining what information must
be included in various reports and how the information should be
presented. The purpose of these regulations is to ensure consistency
in report presentation across the 283 municipalities11.
As a result of the standards and their obligations, it is estimated that
municipalities must submit over 200 reports to national and provincial
departments. With so many standards and changes with which
to contend, municipal financial officers have to be well skilled and
experienced.
Referring back to the Municipal Financial Management Act, Section
83 (1), I quote: ‘The accounting officer, senior management, the chief
financial officer and other financial officials of a municipality must meet
the prescribed financial management competency levels.’ Take note
that in the Act, the accounting officer is the municipal manager, who
delegates financial management to the municipality’s chief financial
officer (CFO).
Although regulations dating back to 2007 set minimum competency
requirements for financial staff at various levels of management12,
presently there are no hard and fast rules as to the qualifications
required to run the finances of a municipality. Many do not have the
necessary financial qualifications for the role, but such requirements
will come into effect soon. Municipal CFOs have until 1 January 2013
to achieve the relevant qualifications as described in Guidelines for
Municipal Competency Levels: Chief Financial Officers (available on the
National Treasury web site).

For those serving in low and medium capacity municipalities, or entities
with a budget under R500 million, an NQF Level 6 qualification or a
Certificate in Municipal Financial Management must be achieved. They
must also be able to prove a minimum of five years’ experience at
middle management level.
For those serving in medium and high capacity municipalities, or
entities with a budget over R500 million, an NQF Level 7 or qualification
as a CA(SA) must be achieved. They must also have a minimum
of seven years’ work experience at senior management or middle
management level (with at least two years at senior management
level)13. Similarly, accounting officers must be qualified at NQF Level 6
or obtain a Certificate in Municipal Financial Management and have five
years’ work experience at senior management level14.
After 1 January 2013, people who do not meet the requirements may
not be employed in these capacities15.
Still, is having a CA as the CFO of only high capacity/ budget
municipalities enough to create the momentum needed for real
change? While it would be best to have CAs at all municipalities,
certain constraints make this a real challenge. In a Governance and
Administration cluster briefing last year, COGTA Deputy Minister, Yunus
Carrim, raised several points16.
Firstly, the government would have to consider the availability of black
CAs to ensure fair representation at each municipality. Fortunately the
number of black CAs appears to have increased rapidly over the past
few years, so this is not a major hurdle.
Moreover, for larger municipalities, affordability is not considered an
issue, as their CFOs are already paid market-related salaries. However,
poorer municipalities more likely to need a CA, are also less likely to be
able to afford them.
But the biggest question is the most practical: if you saw an
advertisement for a CA at your local municipality, would you respond?
CA’s are notoriously ambitious people and their industry supports their
drive. Those employed by public practices like Deloitte or PWC have
multiple career trajectories available to them, including partnerships.
Likewise, financial managers can work towards becoming financial
directors or even take the helm as CEO at a local, national, or global
level. The sky’s the limit for them.
It is therefore important for the government to realise that to attract
and retain suitable candidates, it will have to look past market-related
packages and consider career incentives that match the psychological
profile of the typical chartered accountant.
So do we need more CAs(SA) at municipalities? Legally, their place is
already carved out and, given the right incentives, their technical insight
would be invaluable. But the deadline is but one year away: how badly
does the government want to meet the Operation Clean Audit 2014
target? Please visit the www.accountancysa.org.za for references. asa
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regulated asset base accounting
IMPACTING THE FINACIAL RESULTS
Paul O’Flaherty CA(SA) is Finance Director and Group Executive: Group Capital at Eskom Holdings SOC Limited.
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t is common practice around the world to
regulate certain industries and South Africa
is no different. Regulation often entails a
restriction in the setting of prices that can be
charged and is usually imposed by regulatory
bodies or governments when an entity has a
monopoly, or a dominant market position, or
if it is in the interest of the public. Regulation
can significantly impact the financial results
of a regulated entity.
The International Accounting Standards
Board (IASB) initiated the ‘Rate-regulated
activities project’ to determine whether
International Financial Reporting Standards
(IFRS) should be amended to allow
regulated entities to recognise regulatory
assets and liabilities. The project was
since stopped and it is uncertain whether
the IASB will continue with the project.

The National Energy Regulator South
Africa (NERSA) is mandated in terms of
section 4 of the National Energy Regulator
Act, 2004 (Act No 40 of 2004) to regulate
the electricity industry. NERSA developed
the Multi-Year Price Determination (MYPD)
methodology to govern the revenue
application by a licensee such as Eskom.
Eskom currently submits a MYPD
application for a three-year period, based
on assumptions and cost estimates.
NERSA reviews Eskom’s submission on
annual allowed revenue for the threeyear period by applying the MYPD
methodology.
The reality is that, for various reasons,
the actual revenue will differ from the
allowed revenue. The MYPD methodology
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governs that any deviation from the
allowed revenue is fair to electricity
consumers and Eskom and allows for
a ‘claw-back’ through the Regulatory
Clearing Account, whereby the allowed
revenue in subsequent periods is adjusted
through the claw-back mechanism.
The claw-back allows for certain
designated items qualifying for remeasurement and correction that
includes, among others, the changes
in CPI, fuel cost related to electricity
sales volume changes, sales volumes,
rand exchange rate, diesel prices,
and environmental levy. The MYPD
methodology is very specific in
determining the allowed adjustment and
the period for which the claw-back will be
in effect.
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The claw-back can be in Eskom’s
favour (asset) or in favour of electricity
consumers (liability). In the absence of
an IFRS statement dealing with regulated
entities, Eskom does not account for the
regulated asset or liability. The claw-back
could have a material impact on Eskom’s
results and the question is whether
Eskom should account for the regulatory
asset or liability by applying existing IFRS
in absence of a statement dealing with
regulated entities.
In terms of the objectives of the IASB
Framework (OB17), financial statements
should be prepared on the accrual basis. An
asset is defined in the framework (4.4) as:
‘An asset is a resource controlled by the
entity as a result of past events, from
which future economic benefits are
expected to flow to the entity’.
A liability is defined in the framework (4.4) as:
‘A liability is a present obligation of the
entity arising from past events, the
settlement of which is expected to result
in an outflow from the entity of resources
upon settlement’.
Let us assume that Eskom has overrecovered revenue from its customers
and therefore future allowed revenue
will be reduced through the claw-back
mechanism. In terms of the Conceptual
Framework for Financial Reporting (4.15),
an obligation is a duty or responsibility to
act in a certain way that may be legally
enforceable. The MYPD methodology
determines that Eskom should reconcile
the claw-back. NERSA has to take the
claw-back into account in determining
future allowable revenue. It can therefore
be concluded that it is an obligation
enforceable by law. This over-recovery
would be as a result of a past event
and would cause a future outflow of
resources, therefore falls within the ambit
of liabilities.
Trade payables are liabilities generated
when the entity has received the goods
or services and has been invoiced or has
agreed the amount with the supplier.
Accruals are similar in nature to trade
payables and it is possible to identify the

counter party. Although the amount of
the claw-back and the timing thereof
can be determined accurately, it is not
possible to identify the counterparty,
except to say that it is the future
electricity consumers.
IAS 37 deals with provisions and defines
a provision as ‘a liability of uncertain
timing or amount’. In terms of IAS 37 a
provision is recognised when:
•
There is a legal or constructive
obligation from a past event
•
It is more likely than not that there
will be an outflow of benefits
•
The amount can be estimated
reliably.
Since NERSA is mandated to regulate the
electricity industry, it can be argued that
the provision is a legal obligation from a
past event. NERSA is obliged to take the
claw-back into account in future allowed
revenue and therefore it is certain that
the outflow will happen. The amount can
be determined accurately by applying the
MYPD methodology.
Eskom cannot identify the future
counterparty except that it will be the
future electricity consumers. IAS 37.20
states that it is not a requirement that
the counterparty should be identifiable
before a provision is recognised.
From the above it seems that the clawback complies with the requirements of
a provision. There is an argument that
the recovery depends on future revenue
and since future revenue is not certain,
the recovery should not be recognised as
a provision. In Eskom’s case it is highly
likely that future revenue will occur and
will be more than sufficient to offset
the over-recovery. The likelihood of the
outflow of benefits is highly probable and
this argument is therefore not valid.
IAS 37C1 (examples) discusses
warranties. A warranty is defined as
follows:
“A warranty is measured based on the
probability of the goods requiring repair
or replacement and the best estimate of
the cost to be incurred in respect of the
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defective products sold on or before the
reporting date’.
A warranty is a constructive liability
with the value based on an estimate,
and an economic outflow is most likely.
Compared to warranties, the claw-back is
a legal obligation that can be determined
accurately, with the highly probable
likelihood of an economic outflow. The
only difference is that the provision for a
warranty will result in an expense, while
the claw-back is a reduction from revenue.
The same argument can be made for an
asset against which Eskom under-recovers
revenue. The claw-back is a resource as
a result of a past event and it is probable
that its future economic benefits will flow
to Eskom.
Another angle to explore is fair
representation of annual financial
statements. The overriding requirement
of IFRS is for financial statements to give
a fair presentation. Fair presentation is
defined in IAS 1.15 as:
‘The faithful representation of the
effects of transactions, other events
and conditions in accordance with the
definitions and recognition criteria for
assets, liabilities, income and expenses
as set out in the IASB’s conceptual
framework.’
The question is: do Eskom’s annual
financial statements (AFS) give a fair
presentation by not recognising the clawback? The impact is that the return can
be over-stated or under-stated, thereby
having a material impact on Eskom’s
financial results.
In conclusion: Eskom does not account
for regulated assets or liabilities in the
absence of a statement dealing with
regulated entities. IFRS requires that the
AFS should be prepared on the accrual
basis and the question is whether Eskom
should not apply existing IFRS to account
for the regulated asset or liability. It is
questionable whether Eskom’s AFS
complies with fair presentation by not
recognising the regulated asset or
liability. asa
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managing state-owned companies
A FRENCH PERSPECTIVE
Colin Sutherland CA(SA), CA(Zim), is an independent consultant based in France.

Top-end management – a brief background
In the past most SOCs were managed by the relevant sector
ministry. I spent some years in Kazakhstan, helping to unwind
its SOCs (in reality, government departments) under the then
Ministry of Energy. It was all about engineering and the focus
was industrial - the managers, and indeed the government
ministers, were engineers.
The SOCs were seen as production enterprises, not
as investments. In the Ministry there were experts in
‘infrastructure investment, its delivery and operational
efficiency’, but little emphasis on ‘financial and commercial
viability’. Profit and solvency were not priorities, but production,
full employment and skills training certainly were. All senior
staff at the Ministry had work experience with the operating
divisions.
As SOCs became seen as national investments, the Ministry
of Finance or Economic Affairs became more prominent in the
equation. This refocused the top level management of these
state-owned assets towards an ownership and value-added view.
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hese days State Owned Companies (SOCs) around the world
have been getting a better press. Previously, the perception
was that nation states were anxious to privatise these whenever
possible. State capitalism has, however, since taken on a new
relevance and importance, with governments now actively
leveraging the skills and know-how of SOCs. For example, China’s
government finances much of its national commercial activity and
the export of its products and services, many of which find their
way to the African continent.
SOCs are generally managed at two levels:
•
Governments act as owners, investors and policy makers
•
Company directors are the operators.
In South Africa the Department of Public Enterprises (DPE) is the
primary manager of nine such state-owned companies, which
include Eskom, Transnet and South African Airways (SAA).
I live in France for part of the year and benefit greatly from the
services and quality of many of the 57 French state-owned
companies. These are much-admired entities and 1.75 million
French citizens work for them.
This article reviews the different practices of managing SOCs, and
in particular those of the French APE (‘Agence des Participations
d’État,’ or ‘Agency’). Some of the observations may be on the DPE’s
agenda for examination and action.

Few nations now have this one ministry approach, most using
either a dual or centralised agency model. In the dual model,
responsibility is shared between two ministries, with the first
usually being the Ministry of Finance or Economic Affairs, and
the second a sector ministry - such as the Ministry of Energy
with which I worked. This is practised in a wide range of
nations, including Italy, New Zealand and Turkey. Centralising
the management role under one department or agency, such
as in South Africa, has now become common. For example,
Belgium even has its Ministry of State-Owned Enterprises and
Participations.
SOCs are now seen as a portfolio of state assets, (a holding
company in a way), rather than a series of individual enterprises
or activities. As we will see, the French APE (‘Agence des
Participations d’État’), their equivalent of South Africa’s DPE,
has strategic objectives that are well beyond just portfolio
management.
The French state as a shareholder – hands off
One only has to travel in France to appreciate the success of
the SOCs there. The superiority of the SNCF (French Railways)
compared to the various small private-sector railway companies
in the UK is an example of this policy. Also, road transport runs
smoothly on SOC’s operated auto routes and the lights never
fail, as the SOC-managed nuclear power stations are famously
reliable.
The importance of state entities is also of major concern to the
government of the day. As noted earlier, in 2011 the French
SOCs employed 1.75 million people. These are of course all
voters too, making them doubly important to any government in
power.
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One of the first announcements of the newly installed socialist
government in France was regulations to limit the salaries of
SOC chief executives to twenty times the salary of the lowest
staff salary grade. At just about the same time it created a
‘Ministry of Industry and Growth’, with its role being to help
keep afloat private sector companies in difficulties; even to the
extent of taking up shares in them.

SOCs are now seen as a
portfolio of state assets,
(a holding company in a
way), rather than a series
of individual enterprises or
activities.
In France the APE reports to the Ministry of Finance and
Economy and represents the state in 57 fully or partially owned
listed companies. Names familiar to South African readers
include Air France-KLM, La Poste, Renault, Électricité de France,
France Télécom, France Télévisions, as well as certain casinos.
The Agency is more or less autonomous, and acts as the ‘advisor’
to the Ministry of Economic Affairs on SOC strategy, investments,
financing, mergers, acquisitions and equity transactions.
Each year it publishes a financial report that translates into
English as the ‘The French State as a Shareholder’. This report
consolidates the results of all the SOCs into an IFRS-compliant
financial document. It’s a form of balance sheet and commentary
on state holdings performance that is available in English and well
worth viewing on its website.
Interesting to note that, with all this responsibility, the APE
itself has just 60 employees. With such a small staff and wide
mandate, it cannot be involved in SOC operational details.
For example, Électricité de France (EDF) alone has 119 000
employees (compared to Eskom’s 41 000) and operates 78
nuclear power stations. SOC performance is evaluated through
a scorecard approach, while the SOC directors get on with
technical management.
France’s SOCs prioritises two ‘overarching industrial visions’:•
To be actively involved in framing industrial and business
development strategy for each shareholding

•

To contribute to the setting up of strategic partnerships or
tie-ups between publicly-held corporations to enable them to
compete with their global rivals.

South Africa as a shareholder – more hands on
On its website, the DPE defines its management role as
monitoring the performance of SOCs with regard to:
•
Infrastructure investment and delivery
•
Operational and industry efficiency
•
Financial and commercial viability
•
Governance and regulatory compliance.
This requires a wide range of high-end technical and managerial
skills at the DPE to cover such a range of dissimilar businesses.
Infrastructure investment and delivery at Eskom must be very
different to that of SAA, while operational efficiency in Transnet
certainly has unique features not found in South Africa’s other
eight SOCs.
However, last year the DPE Minister, Malusi Gigaba, announced a
new vision that included:
‘a strong emphasis on driving investment, productivity and
transformation in our portfolio of State-Owned Companies and
their customers and suppliers, so as to unlock growth, drive
industrialisation, create jobs and develop skills.’
This is closer to the French approach of ‘framing industrial and
business development strategy’.
A similar approach to the second French aim of ‘setting
up strategic partnerships or tie-ups between publicly-held
corporations’ may, for example, motivate the DPE to partner its
SOCs with those in China, Russia or Brazil to develop or share
service markets. This would indeed deepen industrialisation and
further create jobs. SOCs make up 80% of the value of the stock
market in China, 62% in Russia and 38% in Brazil.
The French connection
I was most interested to observe on the French APE website
that late in 2011 it was visited in Paris by a ‘Comité d’Evaluation
Présidentielle sur les entreprises d’État d’Afrique du Sud’, which
must be the DPE, or a closely related entity. They doubtlessly
shared experiences that I would have been delighted to
personally observe, but in any event look forward to the next
issue of ‘The South African State as a Shareholder’.
Further Reading
In 2005 the Organisation for Economic Co-operation and
Development (OECD) published “A Survey of Corporate
Governance of State-Owned Enterprises.’ This is a good
starting point for anyone wishing to study established practice
for managing SOCs. The websites of the various national DPE
equivalents get you up to date - if you can understand or translate
the languages these are written in. asa
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asset management 2020
TURNING CHANGE INTO OPPORTUNITY
Bryan Ingram CA(SA) is Investment Manager at PWC and Ilse French CA(SA) is Investment Management leader at PWC

The key drivers and implications for your
business
Developing a strategy to exploit the
opportunities the future is bringing can be
done in two stages:
Stage 1
Analysis of the key market drivers on the
basis of an ‘outside-in’ scenario planning
analysis that takes into account the impact of
global social, technological, environmental,
economic and political factors (STEEP) on
the industry.
Although no one can predict exactly what
STEEP changes will occur in the future,
analysis and ‘Project Blue’ research
conducted by PwC shows that the following
drivers and factors are likely to impact on
the asset management sector:
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inancial services entities are set for
transformation as their role, industry
structure and commercial realities are
disrupted by the major trends currently
reshaping the global economy. Many entities
will be unrecognisable by the end of the
decade and the list of market leaders could
be very different as smart and agile players
leapfrog slower-moving competitors.
Will your business model still be relevant in
the new global economy?
How can you take advantage of the shake-up
ahead?
The future may be hard to predict, but need
not be hard to prepare for. Asset managers

are grappling with the tough new business,
investment and regulatory environments
that are emerging from the financial crisis.
Most asset managers are finding it difficult
to look beyond the current market turmoil.
However, their survival and success will
depend on them being able to deal with the
longer-term trends that are transforming the
market and competitive landscape. The asset
management industry is facing challenges in
the form of demographic shifts, the rise in
power and interconnectivity of the emerging
markets, changing customer behaviour and
state-directed approaches to economic
development. These will all shape the
sector’s longer-term future. Asset managers
who can anticipate and plan for change can
create their own futures.
asa I september 2012

Social:
•
The dynamics of the global
marketplace have changed, with the
balance of power shifting towards
customers. Investors and other
stakeholders are increasingly requiring
greater transparency into operational
controls, tax risks, remuneration,
investment portfolio construction and
performance
•
New and ongoing social trends will
challenge and shake-up traditional
business patterns, with customers and
entities increasingly looking to social
media as a business channel
•
The retirement market is likely to
grow quickly in emerging countries
as life expectancy increases, creating
greater demand for asset management
products
•
The level of urbanisation is expected
to increase in the future, which will
increase the utilisation of physical and
service infrastructure within cities and
thereby create demand for investment
•
Good governance is reliant upon
sound decision making in all areas of
responsibility, and as such entities
need to explicitly align their governance
models with their business models.
Technological:
•
Market volatility and downward fee
pressure has asset managers focused
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on achieving operational efficiencies
through improved technological
platforms and systems
Third-party servicing relationships are
allowing entities to better leverage
technology investment and spend
as well as realign operations and
eliminate costs
New information reporting
requirements arising from new
regulations such as Regulation 28,
Foreign Account Tax Compliance Act
(FATCA) and Solvency Assessment
and Management (SAM) will require
changes to internal systems,
control frameworks, processes and
procedures.

Environmental:
•
The importance of sustainability and
infrastructure in respect of investment
decisions is likely to receive greater
focus in the future
•
An increase in investment activity
by exchange traded funds (ETFs),
collective investment schemes or
individual entities that focus on
entities whose business supports
or promotes conservation efforts,
alternative energy, clean air and water
projects, and other environmentally
responsible business decisions (green
investing)
•
Development of markets and products
for trading of carbon, bio and eco
credits.
Economic:
•
The financial crisis and resulting
regulatory focus have spurred a
fundamental re-think of how entities
measure, manage and analyse risk
and build risk considerations into their
frontline business decision making
•
The rise of economic and political
power in emerging markets and
continued economic growth in
emerging economies has focused
asset manager attention on increasing
their investments and market share in
these markets
•
Public–private partnerships will likely
provide a key mechanism for future
investment in infrastructure

•

The demand for alpha continues to
drive product innovation and increased
allocation of assets to alternative funds.

Political:
•
The asset management industry faces
a highly complex and far-reaching
regulatory agenda. New regulations
are forcing entities to take a close
look at their compliance procedures,
operations, risk management systems
and controls and reinvent themselves in
many cases
•
The harmonisation, standardisation and
globalisation of the asset management
market will likely direct asset managers
to carefully review their current go-tomarket strategies and related functions,
so as to differentiate themselves and
become better aligned with customers,
distributors and the global opportunities
available to them
•
Unprecedented fiscal pressure has led
to a major shift in the tax environment
and the increased prominence of taxes.
A functionally efficient tax department
and a greater understanding of its
role within an entity are now more
important than ever.
Stage 2
‘Inside-out’ business design analysis that
evaluates the implications of the different
scenarios on developed and emerging
market asset manager business models and
strategies.
Some plausible implications of the different
scenarios that could play out for asset
managers include:
•
Greater commoditisation of products
•
Higher volatility in earnings and
decreased profitability
•
Better risk management
•
New products for seniors in ageing
populations
•
Globalisation and interconnectivity of risks
•
Changing cost structures.
How to design your business strategy to
face the future:
There is no prescriptive solution for how
asset managers should prepare their
businesses for the future, as the actions that
asset managers choose to take depend not
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only on their national or regional markets,
but also on their strategic intent, core
capabilities, availability of talent, capital and
organisational structure.
Four broad strategic directions that asset
managers in both developed and emerging
markets could choose are:
Create your future innovators:
– Asset managers who want to reshape
the future through innovation will focus on
research and development, new product
innovation and analytical decision-making
techniques
Create your future expansionists:
– Asset managers who want to reshape
the future through expansion will focus
on leveraging their capabilities (such as
customer understanding, product portfolio,
diverse talent and shariah products)
Create your future fast followers:
– Asset managers who do not want to be the
first, but are adept at following the leaders
and establishing a strong presence, will focus
on scaling capabilities across a broad market
Create your future survivors:
– Asset managers who are focused on shortterm performance and survival will wait for
the majority of the industry to adopt new
ideas and practices before adopting them.
Each of the above strategies is not
necessarily superior or inferior to the
others. However, having a clear strategic
direction about ‘what you want to be’ will be
critical in determining how you design your
business to manage the risks and exploit the
opportunities that come your way.
Giving you the edge:
Whether you are a traditional asset manager,
multi-manager, property manager, or are
involved in the alternatives sector of the
asset management industry, you will see
fundamental changes to your business
models, value chain and how you acquire,
retain and train your highly-skilled talent over
the next decade. Irrespective of whether you
are a developed market, emerging market, or
global asset manager, you need to anticipate
these changes and prepare for growth. asa
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how does the new liquidity and solvency test
AFFECT YOUR COMPANY?
Cobus Grove CA(SA) is an Associate Director: Professional Practice Group at Ernst & Young.
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T

he introduction of the new Companies Act, 2008 (the Act)
introduced various new and modified applications of existing
concepts within the corporate law framework. The following article is
the first of a series of articles aimed to highlight the significant areas
of the Act that may affect companies within South Africa.
Even though the concept of liquidity and solvency already existed
within the previous Act, the specific guidance provided within the
new Act placed significant emphasis on the application and practical
implications of this area of the Act. The purpose of this article is to
consider certain frequently asked questions pertaining to the solvency
and liquidity test (the test) and is not intended to be exhaustive.
When should a company consider the test?
A company must perform the test when:
•
providing financial assistance for the subscription of its own
securities (Section 44);
•
providing loans or other financial assistance to directors and to a
related or inter-related company (Section 45);
•
making distributions (Section 46);
•
offering cash payment in lieu of issuing capitalisation shares
(Section 47);
•
acquiring own securities or subsidiary acquiring holding company
securities (Section 48); and
•
when a decision is made to amalgamate or merge a company
with another company (Section 113).
What is the solvency and liquidity test?
The test consists of the following two elements:
•
the company will be able to settle its debts when they become
due in the ordinary course of business for a period of 12 months
after the test is considered or, in the case of distributions, 12
months after the distribution is made. (This part of the test can
be performed in various manners. It is however recommended
that the method selected focus on the ability of the company to
generate cash flows that will be used to settle its debts); and
•
the assets of the company, fairly valued, equal or exceed the
liabilities of the company, fairly valued.
What information should be used for the liquidity and solvency
test?
Step 1: The tests should be performed by obtaining the information as
provided in the:
•
Accounting records (Section 28); and
•
Financial statements (Section 29).
Step 2: When evaluating the financial information obtained in Step
1, a company should remember that not all components presented
were necessarily measured at their fair value. The Act also requires
the company to consider the fair values of any reasonably foreseeable
contingent assets and contingent liabilities. When considering the
test, the company must therefore take any steps necessary to
ensure that they are able to consider the fair values of these assets
and liabilities (and the reasonably foreseeable contingent assets and
contingent liabilities) for the purpose of applying the test.

The Act also indicates that a company may also consider any other
valuation of the company’s assets and liabilities that is reasonable
in the circumstances. When relying on such an “other valuation”,
the Board should proceed with caution especially in light of the fact
that a misapplication of the test could in many instances result in
personal liability for the directors (Section 77). It will be necessary
for the Board to be able to demonstrate why such a valuation is
reasonable in the circumstances.

The purpose of this article is
to consider certain frequently
asked questions pertaining to the
solvency and liquidity test and is
not intended to be exhaustive.
What are some of the other practical issues that should be
considered when performing the test?
•
The test is performed when required by the Act for each
company based on company financial information (i.e. not based
on group financial information).
•
Directors should also be reminded that they will need to refer to
the company’s Memorandum of Incorporation (Memorandum) to
identify any additional restrictions that may apply. For example,
if the company’s Memorandum contains a clause stating that a
dividend may only be paid out of profits, the company may find
itself in a position where it may be able to justify satisfying the
solvency and liquidity test (based on the fair value of assets and
liabilities), but that the additional restriction in the Memorandum
would prevent the payment of the dividend as the company may
not have sufficient profits to pay the dividend.
What are the consequences if a company performs one of the
listed actions and it does not satisfy the test?
The directors that were present at a meeting where a decision was
made and who failed to vote against this decision could be held
personally liable in terms of Section 77 of the Act.
In terms of Section 218(2), any person may also now hold any other
person liable if he or she suffered loss or damage as a result of
the later person not complying with the provisions of the Act. One
should also be mindful that the Act now also appears to allow for
class action, which means that groups of aggrieved parties may now
institute action against the company, a director, prescribed officer or
any other official where they can show loss or damage as a result of
non-compliance. asa
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tips on public interest scores
AND PRACTICAL ISSUES TO CONSIDER
Cobus Grove CA(SA) is an Associate Director: Professional Practice Group at Ernst & Young.

T

he Companies Act, No. 71 of
2008 (the Act) and the Companies
Regulations, 2011 (the Regulations),
introduced us to the new concept of the
public interest score (PI Score). Each
company is required to calculate a PI
Score annually. The PI Score plays a role
in, inter alia: determining which Financial
Reporting Standards a company must use;
whether a company must be audited or
independently reviewed; which persons
are eligible to perform the independent
review, and whether a company must
appoint a Social and Ethics Committee.
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How should the public interest score be
calculated?
•
In terms of Regulation 26(2), the PI
Score is calculated as the sum of the
following:
•
A number of points equal to the
average number of employees of the
company during the financial year
•
One point for every R1 million (or
portion thereof) in third party liability
of the company at the financial year
end
•
One point for every R1 million (or
portion thereof) in turnover during the
financial year
•
One point for every individual who,
at the end of the financial year, is
known by the company to directly or
indirectly have a beneficial interest
in any of the company’s issued
securities.
This calculation should be done for
each company individually and not at a
consolidated group level.
Practical issues to be considered when
calculating the public interest score
1. Average number of employees
The Act provides no guidance on how
the average number of employees of a
company should be calculated. In doing
this calculation, it is however advised that
a basis is used that accurately reflects the
employment base throughout the year. For
example, a weighted average calculation
(opening number of employees + closing
number of employees/ 2), might not be
representative of the employment base
of a company that experiences seasonal

fluctuations. It is probably most accurate
to calculate an employee average over the
12 months making up the financial year,
as reflected in the non-binding opinion
issued by the Companies and Intellectual
Property Commission (CIPC) on 30 June
2011.
When making the calculation, ‘employee’
has the meaning set out in the Labour
Relations Act, 1995 (Act No. 66 of 1995).
In this Act, an employee is defined as:
asa I september 2012

“a)	any person, excluding an
independent contractor, who works
for another person or for the State
and who receives, or is entitled to
receive, any remuneration; and
b)	any other person who in any manner
assists in carrying on or conducting
the business of an employer,
	and ‘employed’ and ‘employment’
have meanings corresponding to that
of ‘employee’.”
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2. Third party liability
‘Third party liabilities’ is not defined in
the Act and various current views are
circulating how this should be interpreted.
The more conservative view would be
that one should include all liabilities in the
calculation of the PI Score, i.e. including
any liabilities with any related parties
(such as shareholders’ loans for example)
and all provisions.
Another view is that one would only
include liabilities of a company that are
payable to an identifiable third party. In
this view:
•
All liabilities (including subordinated
loans) from shareholders are seen
to be with a directly related party of
the company and should be excluded
from the public interest score
calculation.
•
It has also been suggested that
when calculating the PI Score, the
company should be considered
and not the group of companies,
and therefore loans from other
companies within a group should be
included in the calculation of the PI
Score. However, loans not provided
on normal commercial terms should
be excluded, as favourable terms
would be deemed to compromise
the ‘third-party’ status of the
counterparty.
•
Provisions recognised in terms of
the prescribed financial reporting
standards should only be included
if reasonably deemed to be payable
and the third party can be clearly
identified.
•
If there is uncertainty as to whether
a liability is a third party liability or
not, one should probably err on the
conservative side, or get legal advice.
3. Turnover
‘Turnover’ is not defined in Regulation
26. Regulation 164 (which deals with the
calculation of turnover for the purpose
of determining administrative penalties)
does, however, define the term ‘turnover’.
The definition provided in Regulation 164
is the same as the definition provided for
‘revenue’ in all the prescribed financial
reporting standards (FRSs).

It is therefore recommended that the
definition of ‘revenue’ be considered
when determining “turnover” for the
purpose of calculating the PI Score.
4. Beneficial interest
The Act defines ‘beneficial interest’ as:
	“when used in relation to a
company’s securities, means the
right or entitlement of a person,
through ownership, agreement,
relationship or otherwise, alone or
together with another person to—
(a)	receive or participate in any
distribution in respect of the
company’s securities;
(b)	exercise or cause to be exercised, in
the ordinary course, any or all of the
rights attaching to the company’s
securities; or
(c)	dispose or direct the disposal of the
company’s securities, or any part
of a distribution in respect of the
securities,
	but does not include any interest
held by a person in a unit trust or
collective investment scheme in
terms of the Collective Investment
Schemes Act, 2002 (Act No. 45 of
2002).”
For a public company, this definition is
further expanded in Section 56 of the Act.
As Regulation 26 requires one point to
be allocated to each individual known
to the company with a direct or indirect
beneficial interest, another practical issue
has developed. The reference to ‘indirect
beneficial interest’ could imply that a
subsidiary of a holding company could be
required to include the individuals with a
beneficial interest in the holding company
in its PI score, as these individuals could
be seen as having an indirect interest
through its shareholding in the subsidiary.
Currently there are two views regarding
this matter:
i. 	The first view is that the
shareholders of a holding company
should be included in the calculation
of the public interest score of its
subsidiary, as they are seen to have
an indirect beneficial interest. This
view appears to be supported by
asa I september 2012

the CIPC in its non-binding opinion
issued on 30 June 2011 and filed
on the CIPC website. In that nonbinding opinion the CIPC indicated
that with regard to calculating
the PI Score in a company whose
securities are held by a trust, the
individual beneficiaries of the trust
should be counted as the individual
beneficial interest holders and not
the trust. It further indicates that
the same would apply if the shares
are held by another company.
ii.	The second view is that the
shareholders of a holding company
do not ordinarily have the right
or entitlement to distributions of
the subsidiary, dispose or direct
disposal of securities of the
subsidiary, or to direct the voting
in respect of those securities.
Therefore they are not seen as
having a beneficial interest and
should be excluded from the
calculation of the PI Score. One
would therefore need to consider
each case to determine whether the
security holders do, or do not, have
such a beneficial interest.
4. Timing of the calculation
Regulation 26 requires every company to
calculate its PI Score at the end of each
financial year. This could, however, cause
a practical problem for the audit or review
process applicable to the company.
For example, if the PI Score is calculated
after year-end and it is determined that the
company (not audited in the prior period)
should be audited, the auditor would not
have attended the stock take and may
need to modify its audit report regarding
inventory. The PI Score may also be
affected by audit or review adjustments
discovered during the audit or review.
Calculating a company’s PI Score will
involve sound judgment. In the event
that any uncertainty in the calculation of
the PI Score is likely to have a significant
impact on the final PI Score, it is
recommended that the company obtains
expert legal advice from a commercial
law firm. asa
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if today was my last day...
AND TOMORROW WAS TOO LATE
Stanford Payne CA(SA) is an Executive Business Life Coach, member of ICF and COMENSA.

So the question is: what are you doing about it? Do you have a
strategy or plan to retain the balance? If it’s an easy way to keep your
staff motivated, then why hold back?
Back to Nickelback
My challenge was to develop my own plan to help me experience and
enjoy life more. The plan was to focus not on the unbalanced, tired life
and day ahead, but to rather focus on what that day and life could be.
What if I took Nickelback’s advice and challenged myself with some of
the experiences the song mentions, deciding to purposefully enjoy it
while I was at it? Would this alter the success of the experience?
Achievement and enjoyment
Achievement and enjoyment are core elements of an effective work/
life balance because they answer the big question: Why? Why do I
come to work at all? Is it because I want more money? Is it for a new
house and car? The kids’ varsity fees?
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You probably all understand the meaning of achievement. But what
about enjoyment? Do you have a grasp on what brings you joy in life?
Ultimately, true enjoyment is about happiness, celebration, pride and
love.

C

aleb, my 18-month old son, woke me up one morning, clutching
the iPad. ‘Music’, he demanded. For me, like most sleep-deprived
parents, this was not a good start to the day.
I scrolled through my playlist and selected my favourite personal and
business mantra, courtesy of Canadian rockers, Nickelback. It was
their 2009 hit single If Today Was Your Last Day.
“My best friend gave me the best advice
He said each day’s a gift and not a given right
Leave no stone unturned, leave your fears behind and try to take the
path less traveled by that first step you take is the longest stride
If today was your last day
And tomorrow was too late…….”
I’ve heard the song umpteen times, but the words get me every time.

What if I decided to live like that every day? What if I listened to the words
every day and reminded myself of their meaning? Would my future be
different? Could this change the way I approach, experience and enjoy life?
Life today
Most people feel overworked today, for many reasons: work
deadlines, kids’ homework, or finding enough quality time with friends
and family. It’s not surprising we feel unbalanced.
Even businesses acknowledge the advantages of protecting the work/
life balance to protect the bottom line.

Achievement and enjoyment are two sides of the coin called value in
life. Many ‘successful’ people are not completely happy because they
have one without the other.
An ace at work and hero at home
A friend said to me, “I want to achieve something today and I want to
enjoy something today. If I do both today, I’m going to have a pretty good
day. And if I do both every day, I’m going to have a pretty great life.”
There’s so much truth in that.
Savour the achievement of acing that presentation at work. And then
enjoy the moment when you leave the office in time to be home for
dinner with the kids. Combine the two and enjoy the achievement.
It’s a worthy goal to work towards, creating inspiration in your life and
that of those around you.
When was the last time you achieved and enjoyed something? As the
song suggests, why not decide to mend a broken heart…shoot for the
stars…donate every dime you have…forgive your enemies…find that
one you’re dreamin’ of… finally fall in love?
So tonight before you open the door when you get home, challenge
yourself to achieve and enjoy. And then act accordingly. Once you’ve
made the decision, make it happen, for yourself, your family and
all those you care about, every day for the rest of your life. And if
you need help, get a professional coach to walk your walk with you.
Achieve and enjoy.
Thanks, my boy
Thanks Caleb for your early wake up call that morning. Thank you for
reminding me that music can actually change your life. asa
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There is a
world of business opportunities to explore...
if you choose the right companion
for your journey.
Alupheli Sithebe CA(SA)
Co-founder: Kamva Advisory & Associates Inc, IDC Dealmaker
and seasoned world traveller

AMBROS/D24691/FM

A CA(SA)
can put any
business on
the map

“Being a CA(SA) allows me to apply international best-practices locally. My
CA(SA) designation has exposed me to deal-making and investment analysis, often
entailing the details around funding of high-impact and labour intensive projects. This
allows me to play a part in developing new jobs, new possibilities and a bright future
for our country’s economy on a daily basis. As a CA(SA), I can examine any business
challenge and turn it into a solution.”

And that’s the difference a CA(SA) makes.

www.findacasa.co.za
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Ford Kuga
Azim Omar CA(SA) is a member of the SAGMJ.

T

he hotly contested SUV market just
got a little hotter with the addition of
the Ford Kuga to the list. This all-new SUV
appears compact, but is however a perfect
middle sector contender.

are plain in appearance, they are really
comfortable, which is more important. The
rear seat has ample space for three adults,
while the boot is big enough to pack for the
whole family.

Its styling takes cues from the current
Ford line up, with headlights that stretch
back and a roofline that curves towards
the back. A few additional bulges give the
Kuga that muscular look. Its rear tailgate
can be opened in full, or release just the
rear window for easier access when space
is limited. Large wheels and black plastic
cladding surrounding the lower part of the
vehicle emphasises the off- road look, while
silver front and rear plates adds a sporty
edge.

An interesting feature is that the bonnet can
only be opened with a key that is inserted
behind the Ford badge on the grill. The
problem is that the key is a small metal
instrument inside the electronic plastic key
that is difficult to extract if you have large
fingers. So to me the idea is great, the
execution not!

Inside, this is a typical Ford, with a four
spoke steering wheel and an entertainment
system that takes up most of the centre
drop-down panel. Orange glowing displays
offer a rich look at night. The silver
surrounds in the centre panel go all the way
down to the gearbox. Although its seats

The Kuga is packed with all the necessary
creature comforts, including leather seats
that are electrically adjustable for the
driver. Then there is the heated option,
which is a nice feature during the winter
months. is the Kuga also offers a Bluetooth
and USB connections for your phone and
entertainment. Its panoramic glass roof is
a standard fitting throughout the range, but
does not open, although offering roll- away
sun shades when the sun gets too much.
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On the road the Kuga drives and corners
like a high quality car. Its steering
response could be better, but the gearbox
is precise and smooth. The overall drive is
good and fun for a vehicle that is this big
and high.
The new Kuga is definitely a worthy
contender in the SUV market, albeit a little
expensive compared to its counterparts.
I believe that if this vehicle was more
keenly priced, we would see a lot more on
South Africa’s roads. asa

Manufacturer Specifications:
Engine: 2521cc 5 Cylinder Turbo
Power: 147KW @ 6000rpm
Torque: 320Nm @ 4000rpm
0-100km/h: 8.8 seconds (Claimed)
Fuel Consumption: Average 10.3l/100km
CO2: 244 g/km
Price: From R389 820,00
Car courtesy of Ford South Africa.
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Peugeot RCZ
T

he RCZ has featured on South African roads for a while now,
but still turns heads with its striking silver roof pillars.

The design of the vehicle is pure art, with its sculptured bonnet and
flowing lines sweeping all the way to the rear. Its tail has also been
skilfully sculpted, with the rear glass specially curved to give the
look of a rear engine sports car. I have to admit this vehicle is an out
and out looker!
Inside, the artistry does not stop, with sporty seats for the front
passengers and leather covered sports steering wheel that has
been squared off to add to the overall appeal. Its dials are clear and
have a certain exclusiveness to them. The overall fit and finish in the
car was impressive.
The version I tested was different to almost all the RCZ’s on the
roads, as this one has a diesel motor. The 1.6 litre diesel motor
offers a fair amount of power but does not match the looks. On the
road, the car is surprisingly quiet for a diesel, with the feedback to
steering wheel being reasonable. I expected a lot more from the
drive, considering the looks and feel of the vehicle. That said, the

RCZ does make for a brilliant everyday sports car. There is sufficient
boot space with the rear seats down and its diesel motor sips away
on fumes.
Overall, the car was a pleasure to drive with its smooth gearbox
and light steering wheel. Its road holding is decent for a front wheel
drive vehicle, but the look of the car is the cherry on the top. I think
this is a winner, but I do suggest going for the more powerful petrol
option. asa
Manufacturer Specifications:
Engine: 1598cc 4 Cylinder Turbo Diesel
Power: 115KW @ 6000rpm
Torque: 240Nm @ 1400rpm
0-100km/h: 8.4 seconds (Claimed)
Fuel Consumption: Average 7.3l/100km
CO2: 168 g/km
Price: From R376 900,00
Car courtesy of Peugeot South Africa.

Fast view – Toyota Yaris Hatch
Pros
•
New streamlined shape with
smoother lines gives a more
sophisticated look
•
Speedometer console is now
positioned correctly, in front of the
driver
•
Quality of materials, fit and finish has
been improved
•
Smooth gear box
•
Excellent fuel consumption
•
Good city car

Cons
•
Pricey compared to its competitors
•
Lots of standard creature comforts, but only on
higher spec versions
•
Road holding can be better
•
Space saver spare wheel
•
Rear seatbelts make warning sounds if not
clicked in, even if there is just a box on the rear
seats.
•
In a nutshell, the new Yaris is miles ahead of its
predecessor and is now a worthy addition to its
segment. A true city run around!
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Leaders in recruitment since 1982

group accounTanT

r600 000 – r550 000, northern gauteng
Accomplished multinational concern seeks astute CA (SA) to join their team
of prime financial professionals. The ideal candidate will be a technically
minded individual with sound head office accounting and IFRS knowledge.
This fast paced and ever expanding environment provides ample room to
cultivate on-going career satisfaction. CA (SA) + 1-2 years’ experience in
similar role is essential. SA citizens only! kariska.vh@wexford.co.za

inTernal auDiTor

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

Financial accounTing Manager

r700 000 – r600 000 cTc, cBD
Blue chip giant requires individual who has the ability to prepare accurate,
reliable, consolidated financial information and act as a coordinator
between SA, global and the regions. If you have excellent coordination
skills, the ability to influence and drive change, clear communication skills
and sound IFRS knowledge this position may be for you. CA (SA) plus relevant
experience essential. zuleika.a@wexford.co.za

Finance Manager aFrica

r900 000 – r750 000, randburg
This strategic role requires a CA (SA) with a minimum of 5 years’ experience
in project focused and operationally fine-tuned environment to head up
rapidly expanding Africa focused business. This exciting and challenging role
with focus on the rolling out of numerous projects across Africa, advising
and steering the organisation in becoming a streamlined business unit,
implementing and maintaining financial strategies, policies and procedures.
Strong management experience needed with sound strategic involvement
and the ability to think on your feet will secure this sought after role.
candice.k@wexford.co.za

r850 000 – r700 000 cTc, Johannesburg
Leading manufacturing concern seeks an accomplished and analytically
minded CA (SA) to perform the function of internal auditor. This role would
require the candidate to have the ability to assess, analyse, improve and
implement internal controls. Rapid expansion of this group ensures career
progression for committed and loyal candidates. CA (SA) + 3 years’ experience in similar role non-negotiable. SA citizens with the ability to travel
extensively only! kariska.vh@wexford.co.za

Financial conTroller

r750 000 – r600 000 cTc, Kempton park
Leading chemical manufacturer seeks go-getter CA with outstanding
people management and technical skills. Incumbent will be responsible
for cash flow, budgets, year/month-end reporting, deal with auditors
and assist the head of finance with all other adhoc requirements as
well as manage a large debtors and creditors team. Fantastic working
environment, young, vibey team and lots of potential to grow within the
company. CA (SA) + 3-4 years post article experience. tanya.b@wexford.co.za

Financial Manager

r750 000 cTc, rosebank
This diversified holding company with core operations in the service
industry is looking for a CA (SA) who has at least one year of head office
consolidations. The group’s business approach is diverse and innovative but
practical. You will be privy to meetings where top business minds come
together to discuss strategy and your input will be valued. This is no dead
end accounting role – a CA with a personality is required!
janet.b@wexford.co.za

SARS is looking for talented
and vibrant people
If you are passionate about our country and its people, come join our
frontline of nation builders in the following roles:
Auditor: Transfer Pricing x 2
(Johannesburg – Megawatt Park)

Operational Specialist: Financial Services x 2
(Johannesburg – Megawatt Park)

Qualification: Commercial tertiary qualification: e.g. BCOM Accounting,
BCOM Banking, BCOM Economics, BCOM Law, LLB
Years of experience in TP: 5 years corporate tax experience
Articles or 18 months tax consulting experience
Key skills required: Auditing and tax knowledge

Qualification: Commercial tertiary qualification: e.g. BCOM Accounting
Years of experience in tax and financial services: 3 to 6 years experience in
financial services. BCOMM Articles (36 months) preferably in articles from
the big four firms
Key skills required: Financial services industry and tax knowledge

Manager: Transfer Pricing x 1 (Western Cape LBC)

Auditor: Financial Services x 2
(Johannesburg – Megawatt Park)

Qualification: Postgraduate degree in either Accounting, Auditing, Taxation and Law
Years of experience in TP: 8 years of audit experience in taxation of
which 3 years should be in a leadership capacity
Key skills required: Auditing and Transfer Pricing tax experience
Leadership and managerial capacity

Specialist: International Tax x 1
(Johannesburg – Megawatt Park)

Auditor: International Tax x 1
(Johannesburg – Megawatt Park)

Qualification: Commercial tertiary qualification: BCOM Law , LLB,
BCOM Accounting
Postgraduate qualification: HDIP International Tax, Masters in International Tax
Years of experience in international tax: 8 years experience in corporate tax and 4 years should be in international tax
Key skills required: International tax knowledge

Qualification: Commercial tertiary qualification: BCOM Accounting, LLB,
BCOM Law. BCOM Articles (36 months)
Years of experience in international tax: 5 years in corporate tax /
international tax experience
Key skills required: International tax knowledge

Operational Specialist: Transfer Pricing x 1
(Johannesburg – Megawatt Park)

Qualification: Commercial tertiary qualification: e.g BCOM Accounting,
BCOM Banking, BCOM Economics, BCOM Law
Postgraduate qualification: Postgraduate degree in taxation or similar
Years of experience in TP: 8 years experience in corporate tax of which
4 years should be in transfer pricing
Key skill required: Transfer pricing knowledge and tax experience

KK 20.07.2012

Qualification: Commercial tertiary qualification: e.g BCOM Accounting,
BCOM Banking, BCOM Economics, BCOM Law
Years of experience in TP: 3 to 6 years tax experience in transfer pricing
Key skills required: Transfer pricing knowledge and tax experience

M8679

Qualification: Commercial tertiary qualification: e.g. BCOM Accounting
Years of experience in tax and financial services: 5 years corporate
tax experience. BCOMM Articles (36 months) preferably in articles from
the big four firms
Key skills required: Financial services industry and tax knowledge

For these and other
opportunities, please visit
www.sars.gov.za: careers@sars

Specialist: Transfer Pricing x 3
(Johannesburg – Megawatt Park)

Composite

A great career move
never goes out of style.

This winter, why not try on something different?
Create a Resume | Search Financial Jobs | Setup email Job Alerts | Track your Applications

SAICA presents CAJunction in
association with CareerJunction

Apply for CA and Financial Jobs Online

Visit www.cajunction.co.za

finance
FINANCIAL MANAGER CA(SA) – ACMA
ADVANTAGEOUS
JOHANNESBURG

FINANCIAL MANGER

R850K – R800K CTC

R950K – R850K pa

R1MIL – R900K CTC

Large FMCG manufacturing company, with
excellent international exposure, is looking for an
experienced financial manager - CA(SA) with CIMA
would be advantageous. 4 - 8 years commercial
experience within manufacturing required. Syspro/
Cognos advantageous. Standard and activity
based costing essential. You will be responsible
for the technical financial accounting as well as the
management accounting function.

Global manufacturing company seeking dynamic,
career-driven candidate to join their financial
team. The candidate should have at least 4
years experience within a manufacturing/FMCG
environment. Qualifications: CA(SA) or completed
CIMA. Reporting to the Financial Director, your
responsibilities will include monthly reporting,
budgeting, forecasting, staff management and
implementing of necessary controls.

Well-known mining company is looking for a
CA(SA) with 5-8 years experience, coupled with
a strong operational mining background. The role
entails internal control implementation, overseeing
the procurement department plus monthly and
yearly budgeting. Experienced liaison with Exco
members / reporting to CFO. Must have people
management experience as the role involves
hands-on management of staff.

Consultant: Nolene Mayhew
Contact: +27 11 622 2723
E-mail: nmayhew@communicate.co.za

Consultant: Francis Visser
Contact: +27 12 348 2960
E-mail: fvisser@communicate.co.za

Consultant: Annamarie Vermaak
Contact: +27 12 348 2960
E-mail: avermaak@communicate.co.za

FINANCIAL MANAGER

PRETORIA

SENIOR FINANCIAL MANAGER
EAST RAND

FINANCIAL CONTROLLER

JHB CENTRAL

MPUMALANGA

FINANCIAL MANAGER

CAPE TOWN

R800K – R750K CTC

R600K – R500K pa

R600K – R500K CTC

Exciting role for a financial manager at a respected
company in the manufacturing industry. The
suitable candidate will have good communication
and management skills. Responsibilities will include
financial statements, consolidations, tax planning,
cash management and year end planning. BCom
(Hons) degree, completed articles with 4 years
post article experience in a full financial role. This
is the perfect opportunity to elevate your career.

Outstanding global freight company seeks a strong
financial professional for exciting, challenging
opportunity. The individual should possess both
strong financial acumen plus staff management
experience, as the role requires a hands-on
candidate with an understanding of operational
processes. BCom, 3-5 years experience in a
financial/accounting environment plus experience
within the freight/logistics arena.

A contemporary financial insurance company is
looking to expand their head count following
sustained growth through recent success. The
successful candidate must be: An EE CA (SA),
with a minimum of 2 years insurance accounting
experience. You will be managing a small team
of accountants performing full financial function.
This excellent working environment requires an
individual who can communicate on all levels.

Consultant: Elyn du Plessis
Contact: +27 11 318 2101
E-mail: eduplessis@communicate.co.za

Consultant: Trinisha Singh
Contact: +27 11 318 2101
E-mail: tsingh@communicate.co.za

Consultant: Lee Watts
Contact: +27 21 418 1750
E-mail: lwatts@communicate.co.za

+27 21 418 1750 • Cape Town
+27 12 348 2960 • Pretoria

+27 11 622 2723 • Bruma
+27 11 318 2101 • Midrand

www.communicate.co.za

Vacancy

Corporate Finance Director
Description
Our client, a large Resort company based in the Caribbean, is seeking an experienced candidate with a proven
track record of hands on Financial and Operational management in the Hospitality Industry for the role of Corporate
Finance Director based at the company’s Head Office.
Summary
This is a newly created position and will be a member of the senior management team and will have primary
responsibilities for all corporate, regulatory, treasury and tax matters across the Company.
Applicants should satisfy the following minimum requirements:
• Have the ability to Chair the internal audit committee and to review and approve the statutory financial
statements in accordance with the company’s policies, procedures, and local regulations.
• Possess strong knowledge of hotel finance and operations inclusive of taxation, corporate structures,
treasury, banking and government incentives
• Be able to work independently setting own priorities and objectives in consultation with the CEO and CFO.
• Be able to take on and drive revenue and cost initiatives to enhance the efficiency, and growth of the
company.
• Ability to establish appropriate communication and professional relationships with the company’s
Executive Management Team and external partners such as audit firms, banks and government
agencies
• Possess the ability to drive change in a dynamic business environment.
• Flexibility for local and overseas travel as needed.
Qualification and Experience:
• A minimum of a Bachelor Degree in a related field; preferably Accounting or Law combined with
an ACA, ACCA, or similar qualified accountant designation.
• Minimum of ten years financial and operational management experience in a senior corporate
role in the hotel industry.
• Strong oral, report writing & presentation skills is a must
• Working Knowledge of large enterprise based systems such as Oracle Financials is preferred.
Only short listed candidates will be contacted. Interested persons should submit their
applications with curriculum vitae via E-mail to hrdept242@gmail.com

1936 It’s a Go | Thuthuka

Contribute to creating
inspiring stories like these.
Thulisa Keyi
Growing up in a community highly
characterised by crime, lack of
skills and unemployment, is never
easy. But I made a choice not to
be defined by my background and
because of this choice, I am on
my way to becoming a Chartered
Accountant and making my
dreams a reality.

Pledge R500 or more per annum to the Thuthuka Bursary Fund and give
disadvantaged students the opportunity to create a better future for
themselves, their communities and our country.
Since its establishment the Thuthuka Bursary Fund has changed the
lives of over 1500 accounting students, equipping them with the skills
and education they need to realise their dreams of becoming successful
chartered accountants.

To make your pledge or buy
Thuthuka’s 101 stories of choice,
visit www.saica.co.za/thuthuka

CLASSIFIEDS
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 Mpho Netshivhambe Tel: 011 621-6724.
All advertisements to be submitted to: Accountancy SA, PO Box 59875, Kengray,
2100, Fax 011 621-6807 or Email: classifieds@saica.co.za

APPOINTMENTS
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
ESTABLISHED AUDIT FIRM IN NORTH WEST
We are based in Rustenburg and seek new trainees as well as
qualified staff. Excellent training prospects and well as competitive
salary packages. Please send CV as well as academic record to
Lizette@the-auditors.co.za
PARTNERSHIPS & PRACTICES
ARE YOU INTERESTED IN A MERGER?
Should you be interested in merging with a long established and

The Oasis Group is a dynamic wealth management business
operation formed in 1997. The Group is comprised of multiple
companies; each specialising in contributing towards Oasis
extensive product range that is designed to meet the needs of
the Shari’ah and socially responsible client markets. Product
offerings include collective investment schemes, retirement
funds, endowments and pension annuities for the retail client and
segregated portfolios and pooled policies for institutional and
high net worth clients.

CHARTERED ACCOUNTANT
We require someone that will:
•Be responsible for financial analyses in the finance department or
responsible for a division providing financial accounting services for
headoffice and/or group companies.
•Apply principles of accounting to analyse financial information and
prepare financial reports.
•Compile and analyse financial information to prepare entries to accounts,
such as general ledger accounts, documenting business transactions.
•Analyse financial information detailing assets, liabilities and capital.
•Prepare balance sheets, profit and loss statements and other reports to
summarize and interpret current and projected company financial
position for other managers.
•Audit contracts, orders and vouchers and prepare reports to substantiate
individual transactions prior to settlement.
•Install, modify, document and coordinate implementation of accounting
systems and accounting control procedures.
•Make recommendations regarding the accounting of reserves, assets and
expenditures.

Remuneration: Market Related Cost to Company
Location: Cape Town (South Africa)

Email your CV, ID, & Academic Transcripts to:
recruitment@oasiscrescent.com

www.oasiscrescent.com

extremely successful accounting and auditing firm in South
Africa, which is JSE accredited and internationally affiliated, then
there is no doubt that this could be mutually beneficial to both
practises. Let us explore the possibility. Call Marius on 082 887
3496 now.
ARE YOU INTERESTED IN SELLING?
In the world of accounting and auditing, a well established, JSE
accredited and internationally affiliated C A firm is looking to
acquire your accounting or auditing practice in Gauteng, Cape
Town, Bloemfontein or Durban. Should you be interested in selling,
please give Marius a call on 082 887 3496.
BEE PARTNER
Old established six partner firm in Edenvale wishes to offer
partnership to a suitably qualified Chartered Accountant.
Established client portfolio essential. Reply to richardj@tsksi.co.za
INTERESTED IN SELLING YOUR PRACTICE?
buying auditing, accounting and tax practices with English or
Afrikaans speaking client bases, whether in the bigger cities or
rural SA. Send us an email at webuyit8@gmail.com to start a
discussion.
PRACTICE
We are keen to purchase an accounting or auditing practice in
Gauteng. We have done this before and are prepared to pay fair
value. For a confidential discussion contact Joe on 082 854 8269.
CONTEMPLATING RETIREMENT? OR WISHING TO EXPAND?
Established, entrepreneurial and dynamic Cape Town practice
wishes to acquire a practice or block of fees. To commence a
confidential discussion please forward your details to pgm@gmn.co.za.
SERVICES
MASTER'S RUN SERVICES
Frustrated by slow or non-existent responses from the Master? We
deliver to, follow up on and collect estate and trust documentation
at the Master, Pietermaritzburg. Contact Daan Steenkamp, TMJ
Attorneys at daan@tmj.co.za.
BUSINESS VALUATIONS
Independent business and equity valuations and due diligence
audits. Contact drjohn@profitpoint.co.za OR 082 820 5338
BUSINESS RESCUE PLANS
Business Rescue and Turnarounds. Contact drjohn@profitpoint.
co.za or 082 820 5338
MEMORANDUM OF INCORPORATION
Select and print customised MOIs ; Audit the MOI with
ONLINEMOI.co.za or info@onlinemoi.co.za

Frontline is a specialist financial recruitment company

Frontline is a wholly owned division of the Kelly Group Limited and lives the Kelly Group vision of “unlocking the power of people in the
world of work”. Frontline Recruitment incorporates 2 additional specialist divisions: Risk, Audit & Governance and Executive Search.
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NEWLY QUALIFIED / SOON TO QUALIFY
CA’S
If you are seriously considering a career move
out of the auditing profession into a
commercial/business environment within 2012,
come and talk to us about the various options
available. We can assist you in finding a suitable
position in line with your personal vision and
objectives, including a competitive package
starting at R450k, exclusive of performance
based incentives. Don’t delay, act now and let us
facilitate your career path development into the
future. Please send your CV to:
ian@frontlinesolutions.co.za (Johannesburg)
nicky@frontlinesolutions.co.za (Durban)
helen@frontlinesolutions.co.za (Cape Town)
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FINANCIAL MANAGER: COMMERCIAL (Cape Town) - EE
Package up to R800 000
Strong commercial candidate is needed for this
fast growing division of a listed Group. You will be
a CA (SA) with 6 to 7 years experience and will
have developed good business acumen and
interpersonal skills. You will play a key role in

FINANCIAL MANAGER
R850 000 – R950 000
A dynamic self-driven CA (SA) with 5-7 years
post qualification exposure will suit this listed
FMCG global player. Hands-on ability to supply
appropriate financial reporting in a structured
mobile marketing and distribution accounting
environment, Current IFRS, taxation knowledge,
high level computer literacy, strong risk and
governance awareness are prerequisites, along
with the provision of developed budgets,
financial strategic planning, transparent product
cost reporting and operational support. Long
term career satisfaction will evolve for someone
with a “bias for action” commercial awareness
and commitment to quality.Please send your CV
to jim@frontlinesolutions.co.za

Tan

FINANCIAL ACCOUNTANT (Durban)
R360 000
Fast growing organisation seeks a dynamic
young CA (SA) to manage finance team. Must
have a minimum of 1 years post articles experience. Incumbent will be responsible for consolidations, management reporting and various
other projects. Great opportunity to fast track
your career. Please email your CV to
nicky@frontlinesolutions.co.za

GM FINANCE & OPERATIONS
(Cape Town)
Neg package up to R1 million
Our client is a highly successful business and
currently in an expansion phase is seeking a
young achiever CA (SA) with around 10 years
post qualification experience ready to move onto
the next challenge. The ideal candidate will be
hands-on and will have moved through the ranks
to a more operational/commercial role. Please
send your CV to helen@frontlinesolutions.co.za

revenue optimisation and identifying and
supporting growth opportunities. Please send
your CV to helen@frontlinesolutions.co.za

S

PROJECT ACCOUNTANT (East Rand)
R500 000 - R480 000
Rapidly growing, successful group seeks Newly
Qualified CA (SA) to take on a Project Accountant role. This role is the ideal position for someone looking to gain exposure to various business
units within the organisation and in time move
into a role within a business area of their interest.
Suited to a dynamic, driven and goal oriented
individual. Please send your CV to
rachel@frontlinesolutions.co.za

GROUP
MANAGEMENT
ACCOUNTANT
(Johannesburg)
R480 000 – R600 000
Leaders in their field within the insurance sector is
looking for an assertive and technically strong
candidate to report directly to the Head Of
Finance. The role includes financial reporting,
preparation of annual financial statements,
monthly management reports, quarterly board
packs, annual Group budget processes, project
management of annual Group integrated report
processes, Group IFRS consolidation entries,
and various ad hoc projects relating to Group
Finance. Pre-requisite: CMA qualification plus
strong financial reporting experience within a
management accounting role. Please send your
CV to natasha.theodorides@aocfrontline.co.za

L

SPECIALIST
RISK, ASSURANCE AND
GOVERNANCE DIVISION
offering opportunities to:
Newly qualified CA’s
Nearly qualified CA’s
Qualified CA’s with commercial working experience
Who would like to pursue and expand their
expertise within Internal Audit, Risk and Governance across a variety of commercial local and
international sectors. Please contact Marichen,
Sonja or Chantal at 011 706-9222 or send your
email to rag@frontlinesolutions.co.za
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