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ETHICAL LEADERSHIp

In recent months numerous high profile ethical failures have featured in the media. 
It is “normal” for frustrated readers to question where accountability lies for the 
rampant damage that large-scale unethical behavior impacts on society. Many eyes 

turned toward our leaders, from the heads of government to CEOs of corporates.
Universal demand for ethical leadership is growing, yet the supply remains low, as 

evidenced by recent events – especially the credit crisis that sparked the worst global 
recession since the 1930s. This highlights the apparent difficulty that leaders seem to 
face when it comes to distinguishing between what’s right and wrong. Some make 
the wrong choices and end up in the courts, or in the news. Herein lies the factor that 
separates the good from the bad- and the good stand out!

The present generation of leaders seems to be equipped merely to navigate rather 
than to guide. Navigating describes how one reacts and adapts to an interconnected 
world, while guiding refers to how we can forge sustainable paths and build 

endeavors of sustainable value in an ethically interdependent world. Leaders who fall in the latter category are fast becoming 
an endangered species. The youth, who use solid leaders as a blueprint for success, also seem to be floundering as a result of a 
dire shortage of credible role models.

Thought leaders are re-evaluating concepts about the source of competitive advantage, which increasingly comes from how 
you behave rather that what you produce. Leaders are re-thinking how they lead, by placing less emphasis on rewards and 
punishment and more on inspiration, and putting humanity at the centre of their organisations. 

Ethical leaders distinguish themselves by doing that which is inconvenient, unpopular, and even temporarily unprofitable 
in the service of long-term business health sustainability and value. They view the world as interconnected and develop 
multidisciplinary solutions to address complex problems. Mark Reed, the 1997 Prize in Ethics winner said: “One shouldn’t ask, 
'Is this the wrong thing to do?', but rather 'Is this the right thing to do?'” The first question would make one to turn to policies 
and rules, but the second question can address   the potential to fuel great innovation. 

We are “in need of another” because our decisions and actions affect so many others in our interconnected world. Magogodi 
Makhene (2007 Prize Ethics winner from South Africa) makes a compelling case when she writes: “My humanity is inextricably 
linked to yours and unless I acknowledge your humanity in defining my own, I will never realise the highest summits of human 
experience.” Makhene was writing about her "tear-gassed childhood" during the last throes of apartheid. However, her insights 
can be applied to the decision-making process that nearly every 21st century leader  is confronted with.

No country, company, or individual will scale the summits of human endeavor unless we recognise our tangled and moral 
interconnectedness to the rest of humanity and start behaving, and leading, in a way that will inspire others to replicate such 
behaviour.

Gerinda Jooste
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 HAVE YOUR SAY - letters from our reaDers

The article, 
“Transfers within 
Equity”, in the 
May Edition of 
Accountancy SA 
refers:
 
Although the arguments of the 
author are well set out and 
mathematically correct, we 
cannot agree with the author’s 
conclusion that a policy to 
transfer a revaluation surplus is 
obviously superior to delaying 
the transfer to the date of 
derecognition of the asset. Our 
disagreement is based firstly on 
technical grounds and secondly 
on practical implications.

AUDITOR INDEPENDENCE IN RELATION TO BIG 
BUSINESS AND SMEs
 
In the aftermath of the Enron debacle the Americans with 
their “can do” approach came up with the solution of Audit 
Committees. This solution is incorporated in Section 94 of 
the South African Companies Act of 2008 (the Act).

It is my opinion that Audit Committees are an effective 
way of dealing with the problem of auditor independence 
in the big business environment provided that they are 
given the teeth to perform their function effectively. In this 
regard the Act should specify at least:
a)  That the Audit Committee is adequately remunerated 

to perform its function effectively. This is contemplated 
by the Act but possibly a formula could be applied. For 
example a minimum amount being prescribed by the Act 
– say, a percentage of the external audit fee

b)  That the Audit Committee should be adequately staffed. 
This is contemplated in S94(5). However, it is my opinion 
that it should be mandatory that at least two of the 
members should be auditors registered with the IRBA 

c)  That the effective functioning of the Audit Committee 
should be monitored by the IRBA – possibly on a similar 
basis to the existing regime of Practice Review Section 
92 of the South African Companies Act of 2008, [which] 
seems as if it was drafted almost as an afterthought and 
relates to the rotation of auditors. This section reinforces 
auditor independence which is imbedded in Section 94. 
However, the section is flawed in that unlike Section 
94, it does not specify which companies it applies to. 
This negatively impacts small audit practices, and sole 
practitioners in particular, and consequently the SME 
sector.

Another section of the Act which is welcome in the context 
of auditor independence and  big business, but will also 
negatively affect small audit practices and the SME 
sector, is Section 90 (2) (b) (iv), which prohibits persons 
from being the auditor of a company where they perform 
accounting or secretarial duties for that company. This 
could be remedied by making this section of the Act only 
applicable to companies identified in Section 94. 

In conclusion, the Act provides an adequate 
framework for  ensuring auditor independence. However, 
certain minor amendments are required to ensure that 
Audit Committees are not merely rubber stamps and that 
the Act does not damage sole practitioners and small 
audit firms, which have an important role to play in the 
local economy in relation to SMEs.

David Goldstein CA(SA)
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the technical grounds are that current accounting standards 
are developed with the statement of financial position in mind. 
this has been explicitly stated by the iASB and highlighted by 
previous researchers on numerous occasions, while the iASB 
has also indicated that it considers a profit or loss approach 
to lead to fundamentally flawed accounting standards. It is 
therefore, in our opinion, inappropriate to conclude on the 
superiority within IFRS of one accounting alternative over 
another, purely based on the impact on profit or loss. Rather the 
appropriate test is whether or not both alternatives result in the 
same impact on the statement of financial position.

in this respect it should be noted that both alternatives 
for the realisation of the revaluation surplus in the author’s 
example lead to identical results for the carrying amount of 
the asset and retained earnings on the statement of financial 
position. When the revaluation surplus is realised through use, 
depreciation in accordance with the cost model is effectively 
deducted from retained earnings and retained earnings 
contain the same amount of depreciation as accounting in 
accordance  with the cost model would produce. therefore, the 
impairment loss is likewise equal to the impairment loss which 
cost model accounting would have recognised. in contrast, 
when the revaluation surplus is not realised through use, 
retained earnings will be lower than in the first alternative, as it 
contains depreciation on the higher revalued carrying amount. 
Consequently, a lower impairment loss is recognised as the 
entity has effectively been “punished” in previous accounting 
periods.

Another technical problem in our opinion is that the basis, 
which the author uses for his argument, calls into question 
the whole of the revaluation model as a measurement 
basis, rather than a specific aspect of it. This is because the 
argument suggests that the impact on profit or loss should be 
benchmarked against the historical cost model. if this is followed 
through to its logical conclusion, the revaluation model should 
be rejected as a whole, because profits on disposal would differ 
between the two measurement models. 

From a practical perspective, depreciation is one method 
of saving for the replacement of assets by charging a non-
cash expense to retained earnings as economic benefits 
are consumed. depreciation therefore restricts the ability of 
an entity to pay dividends from earnings needed to replace 
operating capacity. A revaluation surplus represents an increase 
in the cost to replace assets (consider IFRS 13’s reference 
to net replacement cost). An increase in the cost to replace 
an asset should lead to higher savings in each accounting 
period against this expected expenditure. this is the higher 
depreciation recorded on the basis of the revalued carrying 
amount. Should an entity elect to transfer the revaluation 
reserve through use, it effectively negates this mechanism 
by recognising only historical cost depreciation in retained 
earnings. therefore, realisation through use increases a 
practical risk that unaffordable dividends will be paid to 
shareholders.

In short, the alternatives in IAS 16 are there because of 
trade-offs between profit or loss (which the author identifies), 
consistency with the iASB’s technical basis for accounting 
standards and practical considerations. in our opinion, one 
cannot conclude on the superiority of one alternative within 
IFRS over another without considering all of the above.

Sincerely

Wessel Badenhorst CA(SA)    
Rieka von Well CA(SA)



JSE currEncy 
dErivativES 
markEt 
The Johannesburg Stock 
Exchange’s (JSE) currency 
derivatives market recently 
reached the milestone of R500 
billion in total value traded. 

 “In the past 14 months R250 
billion has been traded on our 
market – this is a rapid rate of 
growth compared to previous 
years. It took two years between 
2007 and 2009 to reach R100 
billion in traded value and a 
further two years to reach the 
R250 billion mark in 2011,” 
says Warren Geers, General 
Manager in Bonds and Financial 
Derivatives at the JSE. In March 
the JSE saw a record R43 billion 
traded. 

 Geers attributes this 
milestone to the division’s launch 
of new products to the market, 
including the launch of Any 
Day Expiry contracts in 2011 in 
response to the wholesale market 
looking to hedge their currency 
risk with increased precision. 
“Before the introduction of Any 
Day Expiry contracts the trading 
of currency derivatives contracts 
were standardised. In July 2013 
the Any Day Expiry suite will be 
enhanced, allowing the market 
to choose their own expiry dates 
on an automated electronic 
process. This gives the market 
added ability to execute non-
standardised contracts at the 
push of a button,” says Geers.
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Up-to-date
KEEpING YOU INFORMED OF BUSINESS TODAY

FINANCING OF INTRA-GROUP TRANSACTIONS
The South African Revenue Service (SARS) 
recently issued a new draft interpretation note 
on ‘thin capitalisation’ to provide guidance to 
South African enterprises that receive financial 
assistance from foreign related companies. The 
new interpretation note is intended to provide 
clarity on how the ‘arm’s length’ standard should 
be applied to intra-group financial assistance.

The interpretation note is in line with a five-
year strategic plan recently issued by SARS for 
the period 2012/13 to 2016/17, setting out its 
mandate and core outcomes, as well as its strategy 
to achieve these outcomes. In the strategic plan, 
SARS states that transfer pricing will be one of 
its key focus areas for the next few years, as it has 
been identified as a major risk area.

suresh Kana has 
been voted as the 

new chairman of the 
saica board. This 

was announced at the 
saica annual General 

meeting held on 27 June.  

UpDATED 
CARBON TAx 
pOLICY pApER

 
the National treasury published 
the Carbon tax Policy Paper, 
reducing greenhouse gas 
emissions and facilitating the 
transition to a green economy 
for public comment. this is 
the second and final round of 
comments requested on carbon 
tax policy, before government 
proceeds with the publication of 
draft legislation to give effect to 
carbon taxes later this year, for 

implementation from 1 January 
2015.

this Carbon tax Policy Paper 
updates the 2010 discussion 
paper “reducing greenhouse 
gas Emissions: the Carbon 
tax Option” and takes into 
account the public comments 
received. it also takes account 
of the principles in both the 
2010 paper as well as the 2006 
Environmental Fiscal Reform 
Policy Paper, which provide a 
policy context and foundation for 
the use of taxes and incentives 
to support the attainment of 
environmental objectives in a 
cost-efficient, socially equitable 
and fiscally effective manner.
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“Only true champions 
come out and show their 
worth after defeat - and 
i expect us to do that."
Sir Alex Ferguson

DECLINE IN BANKING M&A 
research from PwC has found that recent years’ decline in banking 
mergers and acquisitions (M&A) is not simply due to a cyclical 
downturn, but represents changes in the regulatory and economic 
environments. 

The recent political and economic uncertainty is making it difficult 
to agree on valuations, predict future impairments, arrange funding 
and gain shareholder approval. the market instability is also having 
an effect on deal confidence, and therefore frustrating M&A activity. 

Tom Winterboer, PwC Financial Services Leader for Africa and 
Southern Africa, says: “the picture is less gloomy in South Africa 
than in Europe and the US, but some financial institutions still have 
some significant restructuring ahead of them. Africa has the potential 
to generate increasing volumes of banking M&A over the next few 
years.” 

According to PwC’s report ‘Brave new world: New frontiers in 
banking M&A’, recent research carried out by PwC (known as Project 
Blue) identifies a range of factors driving a change in the financial 
sector. These include fiscal pressures, regulatory reform, customer 
behaviour, the shortage of skills, economic shifts and the future of 
M&A activity in the sector. 

RENTAL 
GUARANTEES
guarantee Exchange South 
Africa (GEXsa) launched in 
SA, guarantees deposits and 
breakages to rental market
- protects agents and provides 
relief to consumers.

GEXsa launched to provide 
much-needed guarantees to 
long-and short-term rental 
agents and owners should a 
tenant abscond or leave the 
property in a bad state. the 
company also provides financial 
flexibility for cash-strapped 
consumers who are creditworthy, 
but struggle to come up with a 
three-month rental deposit.

 this is great news for 
consumers who in the past were 
hampered financially by having 
to pay a two to three months' 
rent as a deposit. Now they sign 
an agreement and pay a nominal 
fee based on their monthly rental 
in lieu of the deposit.

GADGET OF THE MONTH 
nokia Lumia 925 

Nokia's latest flagship smartphone, Nokia Lumia 925, 
introduces a metal design and showcases the latest PureView 
camera innovation, new features and third party applications 
entering the Nokia Lumia range.

It includes the most advanced lens technology and next 
generation imaging software to capture clearer, sharper 
pictures and video, including the best low light images. It also 
introduces the new Nokia Smart Camera mode, soon available 
as an update to all Lumia Windows Phone 8 smartphones. 
Nokia Smart Camera offers an easy way to capture ten images 
at once and edit the pictures with options like Best Shot, Action 
Shot and Motion Focus for creating the perfect high quality 
image. 

“We keep innovating,” said Jo Harlow, Executive 
Vice President of Nokia Smart Devices. “We’re advancing 
experiences on the Nokia Lumia 
portfolio, whether that means 
great new benefits for an 
existing Lumia owner, or 
bringing new showcase devices 
like the Nokia Lumia 925.”

The new Nokia Lumia 925 
is a sleek and sophisticated 
smartphone delivering great 
performance and outstanding 
imaging.

The polycarbonate back 
comes in white, grey or black.

numbers to remember
Career Suite offers job seekers an all-in-one, easy to use online 
platform to post their CVs where it’s sure to be seen by the right 
people, plot their next career move and even manage their entire 
career journey. At the same time, it provides recruiters, employers and 
professional service providers with access to the best recruits in the 
business.

Visit www.careersuite.co.za to upload your CV or start 
browsing for candidates.

287 ACTIVE JOBS 
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11 MENTORS978 CVs REGISTERED 10 SERVICE PROVIDERS

www.careersuite.co.za

Job seekers | Recruiters | Employers | Professional Service Providers

Career Suite offers job seekers an all-in-one, easy to use online platform to 
post their CVs where it’s sure to be seen by the right people, plot their next 
career move and even manage their entire career journey. At the same time, 
it provides recruiters, employers and professional service providers with 
access to the best recruits in the business.

Career management>

Business leadership>

Self-assessment tools>

Top candidates recruitment>

Whether you’rethinking about
furthering yourcareer or fi ndingthe perfectcandidate…

has exactly
what you have in mind.

Visit www.careersuite.co.za to upload your CV or start browsing candidates.

Sponsored By
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ACCountInG
Jacob Buys CA(SA) from 
Eskom has been appointed 
as a member of the IASB’s 
consultative group on the 
Rate-regulated Activities 
research project 
This consultative group will 
assist the IASB in its project on 
rate regulation by providing a 
variety of expert perspectives 
into the project. It comprises 
senior professionals with 
extensive practical experience 
in the operation of a variety 
of rate-regulatory schemes. 
The IASB press release can be 
downloaded from the IASB’s 
website.

Interim IFRS on 
regulatory deferral 
accounts to be issued 
The International Accounting 
Standards Board (IASB) is 
proposing a new standard 
that will provide guidance on 
how to account for regulatory 
deferral account balances that 
arise when an entity provides 
goods or services to customers 
at a price or rate that is 
subject to rate regulation. The 

proposed interim standard 
is only applicable upon the 
initial adoption of IFRSs and 
therefore must be applied at 
the same time as an entity 
applies IFRS 1 – First- time 
Adoption of International 
Financial Reporting Standards. 
One of the objectives of the 
development of the interim 
standard is to improve 
comparability of financial 
reporting by reducing barriers 
to the adoption of IFRS by 
entities with rate-regulated 
activities until guidance is 
developed through the IASB’s 
comprehensive Rate-regulated 
Activities project.  

The deadline for comment 
to SAICA on this exposure 
draft, ED 331 – Regulatory 
Deferred Accounts, is 5 August 
2013. ED 331, the IASB 
press release and the project 
snapshot can be downloaded 
from the SAICA website.

Guidance on accounting 
for employee 
contributions to defined 
benefit plans simplified
The IASB is expected to amend 
IAS 19 – Employee Benefits, 

to simplify the accounting for 
contributions from employees 
and third parties to defined 
benefit plans. The objective of 
the amendments is to provide 
a more simplistic alternative 
accounting treatment when 
the contributions payable in 
a particular period are linked 
solely to the employee’s service 
rendered in that period.

In the proposed 
amendment, the IASB 
proposes that the contributions 
from employees or third 
parties to a defined benefit 
plan may be recognised as a 
reduction in the service cost 
in the same period in which 
they are payable if, and only 
if, they are linked solely to the 
employee’s service rendered 
in that period. The proposed 
guidance would be applicable 
to, for example, accounting for 
contributions that are a fixed 
percentage of an employee’s 
salary.

 
G20 sets deadline for IASB 
and FASB to complete 
convergence projects
The G20 Finance Ministers 
and Central Bank Governors 

have reiterated the call on 
the IASB and US FASB to 
finalise the key convergence 
projects, including financial 
instruments, leases, revenue 
and insurance contracts by the 
end of 2013. 

The G20 Communiqué 
from the meeting of Finance 
Ministers and Central Bank 
Governors Washington, held 
on 18-19 April 2013, can be 
downloaded from the G20 
website. 

Due process of the IASB 
and IFRS Interpretations 
Committee revised 
The Trustees of the IFRS 
Foundation have revised 
the due process of the IASB 
and IFRS Interpretations 
Committee. 

In this review, the Trustees 
amended the comment periods 
in respect of pronouncements 
issued by the IASB and IFRS 
Interpretations Committee. 
The revised IASB and IFRS 
‘Interpretations Committee 
Due Process Handbook’ and 
feedback statement can be 
downloaded from the IASB 
website.

ecOnOMic Uncertainty
South African privately held businesses are feeling the pressures 
of continued constraints, which are directly restricting expansion, 
with 40% of businesses citing a lack of skilled workers and 39% 
indicating excessive regulation and red tape as major concerns. A 
total of 19% of businesses surveyed lamented a shortage of orders, 
caused by a reduction in demand. 

 The Grant Thornton International Business Report (IBR) 
quarterly research data for the first quarter of 2013 confirms 
current global economic reports and the concerns of analysts that a 
continued international slowdown, coupled with additional issues 
locally constraining business growth, are all having a major impact 
on South African businesses. 

The data also revealed that 57% of business executives are 
being negatively impacted by poor government service delivery, 
with 41% stating the issues as being utilities (water and electricity 
supply), 23% naming billing issues and 21% of businesses citing 
roads (potholes, traffic lights).   

POLITICAL 
unCERTAInTy
When business executives were 
asked whether uncertainty about 
the future political direction of 
South Africa is impacting current 
business decisions, some 36% 
said ‘yes’. Of the executives 
who concurred that political 
uncertainty is a concern, 32% 
stated that present conditions 
were causing them to put off 
important investment decisions, 
with 19% placing investments 
offshore rather than within South 
Africa. 

Political uncertainty has 
spurred business executives 
in South Africa to review their 
B-BBBEE status, with q1 
research revealing that 29% 
are currently working hard to 
improve their B-BBBEE status. 
Ensuring that companies are 
doing more than just ticking the 
boxes for B-BBBEE compliance 
is promising – it means that the 
legislation is beginning to have a 
direct and measurable impact on 
a company’s bottom line.

“The ultimate measure 
of a man is not 

where he stands in 
moments of comfort 

and convenience, but 
where he stands at 

times of challenge and 
controversy."

Martin Luther King, Jr.  
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Start Your Business in 
7 Days: Turn Your Idea 
Into a Life-Changing 

Success
By James Caan

harvard Business School 
graduate teaches you how to 
work for yourself in just one 

week in “Start Your Business in 7 
days”. Everybody wants to be an 

entrepreneur. 
But 90 percent of new 

businesses fail, because they fail 
to answer the simplest questions.

this book shows you how to 
spend a maximum of seven days 
deciding if your idea is workable 
and bankable. how to say ‘i’m 
in’, but equally importantly, to 

have the courage to say ‘i’m out’. 
Each piece of advice in this 

book is based on thirty years of 
starting businesses. You will find 
all the fundamental ingredients 
for any new company, whatever 

sector you want to be in, 
whatever size of business you 

have in mind, along with the tools 
to make it work.

Life Lessons from 
the Monk Who 

Sold His 
Ferrari

By robin Sharma

how can one achieve true 
happiness? is it possible to live 
with joy, passion and purpose 

every day? it is, and this book - 
with its powerful life lessons and 

wisdom – shows you how. 
here robin Sharma, one of the 
world’s leading life teachers and 
bestselling authors, takes you on 
a journey towards a new way of 
living, allowing you to re-purpose 

your time to make every day 
meaningful. Offering simple 

solutions to life’s most frustrating 
challenges, this is a guide to 

rebalancing the conflicting forces 
in your life. its lessons include: 
* how to discover your calling 
* how to see your troubles as 

blessings 
* how to enjoy the path - not just 

the rewards 
* how to live fully, so you can die 

happy. 

pOLL OF THE MONTH
We asked …

do you think that the guptagate report released by Minister Jeff 
radebe was honest?

there is no reason to doubt it - 6%

the report is cover-up for the President and other ministers - 33%

All the relevant ministers cannot be blamed for the landing of the plane - 3%

Whoever is guilty must face the wrath of the law (if there is any left) - 5%

THIS MONTH’S MUST READS …
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tAX
SARS released interpretation note number 73 
In terms of the Tax Administration Act No 28 of 2011 (The TAA) 
an interpretation note is an official publication and any practice 
set out in such a publication would constitute a practice generally 
prevailing.

the stated purpose of this particular note is “to provide 
guidance on the income tax implications of the letting of tank 
containers”. in the note SArS describes the typical tank container 
leasing arrangement as one “where the investor purchases a tank 
container and appoints a South African investment management 
company as the investor’s agent for a period of 10 years. The 
investment management company in turn has agreements with 
various offshore lease managers who manage the container on 
a day-to-day basis and conclude lease agreements with lessees 
on behalf of the investment management company and hence the 
investor.  the tank is generally placed in a pool and the investor 
derives a share of the net pool rental income which is determined 
after deducting various operating costs such as insurance and the 
fees paid to the leasing agents and investment manager.”

the note then deals with the source of the income from a 
container. it is interesting to remember that the income tax Act No 
58 of 1962 (The Act) was amended in 1985 to deem the income 
derived from the leasing of containers to be derived from a source 
within the rSA. With regard to a South African tax resident this 
discussion is not really important as the income from a container 
would be gross income irrespective of its source. We agree with 
SARS’s view (in a footnote) that it is not likely that “a person who 
is not a South African tax resident will have South African-sourced 
rental income from tank containers...”

What is important are the comments made regarding “trade” 
and particularly SArS’s view expressed in the note. Whilst SArS 
agrees that “the determination of where trade is carried on will 
depend on the facts and circumstances of the particular case” 
they do conclude that it is unlikely that the trade (in respect of 
the leasing of tank containers) will be in the RSA. SARS submits 
that the place where trade is carried on will be where the main 
business activities occur on a continuing basis. in the context 
of tank containers this will be the place where the international 
leasing managers carry on their business activities, for example, 
where they take orders, enter into leases, collect the rent and 
generally deal with the administration of the container pool on 
behalf of the taxpayer and the place where the tank containers 
are actually used by lessees.

the consequence of a determination that the trade in respect 
of a tank container(s) is in respect of the carrying on any trade 
outside the RSA is of course that the assessed loss (if any) will 
be ring-fenced [refer to paragraph (b) of the proviso to section 
20(1)]. The rental loss (which may also have been limited in 
terms of section 23A) may then not be set off against other RSA 
trade income. it is available for set-off against other foreign trade 
income derived during the same year of assessment and the 
remaining balance of the foreign assessed loss must be carried 
forward to the succeeding year of assessment in which it will be 
available for set-off against foreign trade income.

It is important to remember that where it can be proved (as 
required by section 104 of the Tax Administration Act) that the 
trade is in fact carried on in the rSA the ring-fencing provisions 
mentioned above will not apply – refer to ITC 1779 (2004) 66 
SATC 353 (C) where the court based its finding on the place 
where the exercise of the taxpayer’s wits and labour were 
conducted.

the real problem is not the guptas – it's the general corruption in our 
government. - 53%
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 Develop THE WORLD

The World
pROVIDING AN OVERVIEw IN ONE GLANCE

20 fASTEST gROWing
gLObAL cOmPAniES
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TOP 20
The dominance of the US on 
the global economic landscape 
is clearly illustrated by plotting 
the fastest growing companies in 
2012 on the world map.

Company Earnings 
growth

Revenue 
growth

Total 
return

1 Silver Wheaton 340% 76% 49%

2 Cirrus Logic 450% 39% 88%

3 Baidu 99% 72% 56%

4 HollyFrontier 93% 51% 64%

5 HFF 341% 41% 53%

6 lululemon 
athletica

81% 45% 109%

7 Northern Oil and 
gas

122% 237% 36%

8 Apple 70% 52% 60%

9 iPg Photonics 100% 37% 58%

10 rPC 121% 38% 50%

11 Catamaran 52% 72% 98%

12 3d Systems 272% 26% 112%

13 impax 
Laboratories

85% 43% 40%

14 priceline.com 66% 33% 81%

15 Coinstar 74% 43% 37%

16 Bridgepoint 
Education

187% 57% 9%

17 Alexion 
Pharmaceuticals

34% 43% 69%

18 American Equity 
investment Life

87% 42% 27%

19 Epoch holding 53% 41% 45%

20 51job 89% 25% 57%

AuSTIn, 
4. HollyFrontier  

DALLAS, 
2. Cirrus Logic  

OHIO 
5. Hff 

VAnCOuVER, CAnADA 
1. Silver Wheaton
6. lululemon athletica 

MInnEAPOLIS,
7. northern Oil and Gas 

CuPERTInO,
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MILTOn, CAnADA
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SOuTH CAROLInA
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CALIFORnIA,
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COnnECTICuT
14. priceline.com

17. Alexion Pharmaceuticals

WASHInGTOn, 
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THE WORLD Develop ➲

S ome had worried that the 
loss of Steve Jobs might 
hinder the seemingly 

relentless forward march of 
Apple. They needn’t have. Since 
Jobs passed, Apple’s share price 
has risen almost 80%. 

In August 2011, the iPhone 
maker overtook Microsoft as 
the largest-ever U.S. company 
by stock-market value. The 
only negative spot so far came 
when the company fell short 
of Wall Street’s expectations 

with a rare earnings miss in the 
third quarter due to lower-than-
expected iPhone sales. That said, 
the 26 million iPhones sold still 
represented a 22% increase over 
the same period in 2011 - not too 
shabby, considering the hotly 

anticipated release of the iPhone 
5 may have delayed purchases by 
some holdouts. Sales of the iPad 
hit a record in the last quarter, up 
84% year-on-year, but the iPhone 
remains the undisputed king of 
growth at Apple. ❐
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Start getting really worried when trust in the 
global financial system breaks down…

B anks, pension funds and insurance companies are the three 
most important pillars of our financial system, and all of them 
depend on large-scale participation to work effectively. The 

more people are invested in a pension scheme, the more capital 
it has to work with and the more opportunities it has to make 
successful investments. The more people have insurance policies, 
the smaller the portion of the shared risk each of them assumes.

There are, however, several factors currently working to 
undermine faith in these financial institutions – which may lead 
more and more people to opt out, thereby increasing the risk for 
everybody. One of these factors is out of our control, but the other 
three are well within our power as a society to fix.

What is out of our control, of course, is the unpredictability 
of markets themselves. Dips and crashes can and do happen. The 
real challenge here is one of education and experience. The older a 
person is, the more likely they are to have lived through previous 
crashes, and to understand that what goes up must come down, 
and go up and down again, but all in the context of a very long-
term rising trend. Perhaps both private and professional investors 
need more reminders that wealth building is not a short-term 
game.

Kevin 
Phillips  

Four factors undermining faith 
in financial institutions 

Viewpoint
EVERYTHING YOU NEED TO KNOw ABOUT ISSUES THAT MATTER TO YOU THE MOST

But there are more troubling issues feeding the current 
scepticism concerning our financial system. Some of it has to do 
with outright fraud. Every Bernie Madoff and Arthur Brown puts 
another dent in everyone’s trust. Perhaps even worse, it adds 
another layer to the red tape that makes an already-complex 
business even more complex and expensive.

The third factor falls short of actual fraud, but still smacks 
of unethical practice – unscrupulous or ill-educated brokers and 
advisers who make claims they can’t justify, or who sell products 
they know to be of questionable value, just to rack up their 
commissions. There have been great strides taken in eliminating 
this kind of dodgy practice, but there are still too many bad 
products in the market.

Finally, the actions of governments can reverberate around the 
world. If people in Cyprus can have their savings raided to fund 
government debt, can it happen anywhere? In the long run, this 
may be one of the most troubling developments of all.

The stakes are high. For all its many faults, the current global 
financial system underpins just about everything we do. Without 
it, the world would be unrecognisable to most of us. However, 
it’s built on a foundation of trust that is ultimately very fragile. 
Maintaining that trust should be a high priority for everyone 
involved, not just the regulators. ❐

 Develop ViEWPOinT
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ViEWPOinT Develop ➲

A s part of their research and 
teaching activities, many 
accounting academics 

spend a lot of time poring over 
published financial statements. 
Strangely, some of them find 
this work fascinating. To most 
people, an enthusiasm for 
reading accounting reports is 
about as comprehensible as, 
say, an infatuation with spoon 
collecting. But those accounts 
are more than just endless 
columns of numbers, and page 
upon page of unfathomably 
dense verbiage. They represent 
a fine allegory on the general 
state of accounting, and there 
is some satisfaction to be had 
from reflecting on this, while 
dealing with the frustrations 
of trying to glean usable 
information from unhelpful 
financial reports.

Accounting is supposed 
to have a purpose beyond a 
mechanistic application of 
processing rules, producing 
artefacts of questionable 
descriptive ability along the 
way. Indeed, the whole point of 
accounting may be put in one 
simple, central proposition: it is 
meant to provide information 
that is usefully representative of 
an underlying economic reality. 
Confirmation that accounting 
has not achieved unequivocal 
success in this task is available 
almost everywhere you might 
care to look. For example, the 
various accounting standard-
setting bodies have yet to shut 
up shop, and declare that 
their work is done. Academic 
researchers have for decades 
been finding compelling 
evidence that a variety of 

accounting constructs are 
irrelevant to equity returns. And 
financial analysts are routinely 
obliged to alter accounting 
numbers in order to derive 
values that more relevantly 
reflect the reality of the 
reporting entity’s operations.

There exists any number 
of plausible explanations for 
these perceived deficiencies 
in accounting. Possibly the 
most important one is that 
the accounting standards 
in terms of which financial 
statements are prepared may 
be fundamentally inadequate 
to the representational task. 
This is why a reader of financial 
statements might reflect, with 
as calm a demeanour as possible 
under the circumstances, on 
why the standards result in an 
accounting presentation that 
obliges him to search, in three 
or four different places in at 
least two different financial 
statements, for the numbers 
that allow him to determine the 
reporting entity’s total return 
on financial investments. Or 
why so much work is involved 
in transforming the accounting 
treatment for operating 
leases, so that the ratios more 
appropriately measure the 
reporting entity’s results, rights 
and obligations.  

It is unlikely that accounting 
will ever solve all of its 
problems. There are too many 
different personal conceptual 
frameworks in existence, and 
too many opposed interests. 
However, there is surely much 
more that can be done to reduce 
the frustrations of that financial 
report reader. ❐

Mark 
Bunting 
Financial statements 

The frustration continues ...

Will the accounting standard-setters finally get 
to the point and declare their work done? 

Not likely…

 

E ntrepreneurship is the pursuit of opportunity without 
regard to resources currently controlled. This definition 
is about opportunity and resources. It has nothing to do 

with society’s view of self-employment, dreams and guts. The 
definition includes everyone.

So, how do entrepreneurs who don’t have their own 
business but work at a company embody that entrepreneurial 
spirit? What can businesses do to encourage them?

This is great news for all employers who have an 
underutilised entrepreneurial well of opportunities within 
their businesses.

WHAT CAN YOU DO TO VALUE AND BENEFIT FROM YOUR 
EMPLOYED ENTREPRENEURS?
The most valuable assets in your business are always your 
employees. Your employees will perform at their best when 
they are motivated and happy.

As an entrepreneur yourself, you know that it is key to 
feel a sense of ownership in your business in order to rise to 
challenges and capitalise on opportunities.

HOW DO YOU CREATE MOTIVATED OWNERSHIP?
Goals. For each project, ensure that your employees 
understand the goals, and allow them to determine the time 
frame. The fact is that if you choose your own deadline, you 
will feel accountable to meet it.
Standard measurements. Be specific about your minimum 
measurement standards – your ‘non-negotiables’. Grant your 
employees the authority to make the needed compromises 
through their decision-making.
Resources. Give your staff access to all resources available 
and, most importantly, full budget information. Let them 
evaluate the risk-return strategy, given the constraints.
Coaching. Guide them in the process through support and by 
being a sounding board. However, let them make the decisions.
Mistakes. Don’t allow negligent mistakes, but let your staff take 
chances and be quick to forgive. Use mistakes as opportunities 
for feedback and growth. Remember that experience is what you 
get when you didn’t get what you wanted.
Reward. Be forthcoming with deliberate praises when they are 
deserved. Feeling important encourages your employees to do 
more.  

GROW YOUR OWN ENTREPRENEURS
Once you have your corps motivated, based on their 

ownership in your business, they will make your decisions as if 
these were their own. 

All human beings are born entrepreneurs. Unfortunately, 
many have never had the opportunity to discover that part of 
their life, so it remains hidden.

Inspire, motivate and grow your entrepreneurs!  ❐

Stanford payne
ALL HUMAN BEINGS ARE ENTREPRENEURS 
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“All human beings are entrepreneurs. 
When we were in the caves, we were all 

self-employed … finding our food, feeding 
ourselves. That’s where human history began.” 

Muhammad Yunus, Nobel Peace Prize winner



M any years ago, most budding professionals were 
advised by career guidance counsellors, parents 
and others from that era to find a good job at a solid 

company to have stability in life.
Thankfully, that thinking has changed. First and 

foremost, it is important to understand, appreciate and 
celebrate what you truly love doing, as this will typically be 
where you excel. 

Even the most clever and diligent people can, at best, be 
only good – never great – at something about which they are 
not passionate.

Good is not good enough. Our respective individual 
talents should be applied for maximum effect and 
achievement. Life is meant to be lived and enjoyed to the 
maximum.

So, how do you know what you really love, what you are 
exceptionally good at and, consequently, what you should 
enjoy doing most of the time? Contrary to popular thinking, 
the answer for most people is not that straightforward. Here 
are a few tips to consider:
•  What do you look forward to doing? Carefully consider 

what generates energy in you - what you are doing when 
time seems to fly and where you feel most fulfilled, with the 
greatest sense of achievement.

•  What are your unfair advantages? Be realistic about your 
talents - to direct or to do, to lead or to follow, to work alone 
or in a group, to work with people or numbers or both, to 
strategise or to execute. The things that come naturally 
to you are your ‘unfair advantages’ in life. Make sure you 
position yourself to take full advantage of these.

•  What will be in the credits of your life's movie? Imagine 
fast-forwarding the movie to consider what you would like 
to be remembered for one day – what would you consider to 
be your greatest achievements and contributions to society?

For the auditor in us, there are various tools available on 
the internet that shed light on these questions and provide 
independent feedback from a number of perspectives. 
An interesting example is StrengthsFinder 2.0. This book 
provides access to an on-line test with instant feedback 
regarding your most prevalent strengths, based on your 
natural talents.

Contrary to old-school thinking that suggests working to 
correct your weaknesses, you should instead be working on 
your key strengths or ‘unfair advantages’ at which you are 
naturally gifted. 

Focus on improving these areas further, as these are 
where you can add the most value and obtain the best return 
on your effort.

Life is too short, and the long hours you spend at work 
ought not to be toiling, but rather involve loving what you do!

As Kermit the frog says: “Time is fun when you’re having 
flies.” ❐

L ast month we looked at 
the ‘law of fee flexibility’ – 
the larger amount clients 

will pay you in fees provided 
you meet their needs and 
can deliver a return on their 
investment. Based on a survey 
of over 100 attendees at my 
recent practice management 
workshops, the following five 
services were reported as being 
the most commonly delivered:
• Estate planning and wills
• Payroll
• Management accounts
• Business valuations
• Business advice.

YOU MANAGE WHAT YOU 
MONITOR
Do your forecasts for the next 
year include a financial target 
for these types of extension 
services? Do you have systems 
and processes to enable you to 
deliver these services in a cost-
effective manner? Do you give 
clients a guarantee regarding 
the value you will deliver? Can 
you select five services that 
at least 60% of your clients 
might benefit from? Are you 
committed to expanding 
your service capability so you 
become a ‘famous person’ 
for this type of work in your 
community?

One approach for business 
advising is to offer a regular 
meeting plan – perhaps 
quarterly. What will you 
discuss? Well, experience 
reveals that half the meeting 
will be driven by you, the 
accountant, while the client will 
seize the opportunity during 
the other half as they discover 
the value of your advice.

Does your reception 
area include a menu of your 
full service offering? Visit a 
restaurant and the restaurateur 
will present you with a list 
of everything they can offer. 
Why not publish a card of your 
services?

THE TIMES, THEY ARE 
A-CHANGING
It may be almost 50 years 
since Bob Dylan’s song made 
the charts, but the sentiment 
has never been more relevant. 
Some practitioners look and 
see threats around them, 
while others find what I call 
'oppathreats' – on the flip side 
of every threat, there is always 
an opportunity. Start with 
your own firm and look for the 
opportunities. What can you do 
to keep ahead in these rapidly 
changing times? New services? 
New clients? Maybe, before the 
end of 2013, you could ask your 
top 50 clients this question: 
“Do you know anyone who 
needs a great accountant?”

Yes, I know I have asked 
a lot of questions, but usually 
they are the key to unlocking 
the door to discovering how 
you can be of further value to 
clients, as you seek to access 
the power of fee flexibility. ❐

Anneke Andrews
UNLEASHING YOUR UNFAIR ADVANTAGES  

Mark 
Lloydbottom 

Reaching your target for services over 
and above compliance  

The key to greater career fulfilment is 
by developing the areas in which we are 
naturally gifted. 

Asking yourself the right questions 
is the key to increased 

fee flexibility.

 Develop ViEWPOinT
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One approach for 
business advising 

is to offer a regular 
meeting plan – perhaps 

quarterly. What will you 
discuss?



W hile technical financial 
advice has become 
regulated and is getting 

more proficient, is this being 
matched by investor behaviour?

Independent American 
investment research group, 
DALBAR Inc., published research 
in 2006 showing that over some 
20 years, the average US investor 
in share funds lost 77% of the 
available return. The S&P 500 
delivered an annual average 
return of 11,9%, while the average 
investor earned 3,9%. Research 
elsewhere around the world, 
including in South Africa, reflects 
very similar results.

Not only do we invest badly, 
but many of us also live beyond 
our means. In the words of 
Thomas J. Stanley: “Income 
is not wealth. Wealth is what 
you accumulate, not what you 
earn.” Earning large salaries 
and bonuses is not necessarily a 
guarantee of wealth.

When it comes to instant 
– or, conversely, delayed – 
gratification (and aren’t we just 
tempted with so much today?), 
there’s the famous marshmallow 
test from the 1960s. However, 
new research suggests that it’s 
not just willpower that will shape 
our lives, but also trust.

In essence, Walter Mischel, 
a professor at Stanford, took 
nursery-school children, put 
them in a room one by one, 
and gave them a marshmallow. 
They could choose to eat it right 
away, or wait 15 minutes. If 
they waited, they would get a 
second marshmallow. Observing 
children over several decades, 
the research found that those 
who chose delayed gratification 

were generally more successful in 
their education, profession and 
personal relationships.

A new study led by Celeste 
Kidd, a doctoral candidate at 
the University of Rochester, 
added another dimension. She 
had worked extensively as a 
volunteer with homeless families, 
and wondered what impact this 
would have on Mischel’s work.

"If you are used to getting 
things taken away from you, not 
waiting is the rational choice. 
Then it occurred to me that 
the marshmallow task might 
be correlated with something 
else that the child already 
knows – like having a stable 
environment." 

What was missing, Kidd 
argued, was trust. She conducted 
an initial experiment with kids 
and crayons, and the promise of 
further painting supplies if they 
waited. One test group got the 
painting kit, the other group was 
told that supplies had run out.

Immediately following the 
paint supplies experiment, the 
kids all did the marshmallow test. 
The results were dramatic. Where 
the promise was honoured, 9 out 
of 14 kids held out 15 minutes for 
a second marshmallow. Only 1 in 
14 did so in the other group. 

So, our ability to delay 
gratification might be impacted 
as much by our environment as 
by innate self-control.

Our inability as individuals 
to create wealth, despite the 
markets consistently doing so, 
has led to many fascinating 
insights into human behaviour. 
Despite our arsenal of technical 
skills, do we sometimes need 
protection from ourselves? ❐

Mike 
Lledo 

Delayed gratification and wealth creation

Understanding why people delay gratification 
- or not - suggests wealth creation is heavily 

influenced by environment.
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I t’s a rainy ‘spring’ Sunday in Germany - in a smoky, 
panelled pub filled with elderly citizens shuffling past 
the buffet – and in the air is a way of life on its way out. 

Even so, what a poignant setting for writing this column 
before jetting back to Joburg tomorrow.

During May this year, in Amsterdam, over 1 500 
business and government leaders, academics and 
sustainability practitioners from around the world 
gathered from 22 to 24 May for the launch of the new G4 
standard released by the Global Reporting Initiative (GRI). 

In his keynote speech, South Africa’s ex-Justice Mervyn 
King quoted legendary economist Milton Friedman as 
having written: “There is … only one social responsibility 
of business – to use its resources and engage in activities 
designed to increase its profits so long as it … engages in 
open and free competition without deception or fraud."

King noted that this definition is redundant in the 21st 
century, as overwhelming evidence shows that “business as 
usual” is damaging the planet past its ability to recover.

What then does G4 practically mean to accountancy 
in general and the many CAs(SA) heading companies as 
CEOs, CFOs and company directors?

Business regulators around the world are steering 
corporations to reduce their negative impacts on the 
environment and society, or at least account for how the 
value they create balances against the harm they may 
be causing. But how do organisations actually do this? 
The GRI is among several sets of guidelines on offer, but 
appears to be the one becoming most universally accepted. 
It is also being dovetailed with the integrated reporting 
framework being developed by the International Integrated 
Reporting Council (IIRC), chaired by the self-same Mervyn 
King. The G4 standard is in effect the means through 
which organisations evaluate their environmental and 
societal impacts in tandem with their traditional financial 
reporting.

Far bigger than just the G4 release, the GRI Conference 
on Global Sustainability was a stunning eye-opener in how 
quickly this new discipline is expanding. The “Big Four” 
accountancy firms exhibited their corporate sustainability 
offerings, while IT providers displayed sophisticated 
software for data collection and collaboration - from the 
source indicators right through to the final integrated 
report.

It was noteworthy how few Americans attended, while 
Brazilians, Europeans and the Chinese were aplenty. A 
large South African stood out in his full ZCC (Zionist) 
regalia. I was struck by how far South Africa is ahead 
in integrated reporting, which was widely accepted as 
“the next big thing” by delegates.  King III and the JSE’s 
decision to introduce it in 2011 were clearly prescient.  

The Sunday lunch buffet has ended and cigarette 
smoke wafts out with the last diners into the gathering 
rain. It’s time to go.  ❐

Clive Lotter
G4 – SUSTAINABILITY’S NEW ‘GOLD STANDARD’ 

Practical corporate sustainability - the GRI’s 
incoming G4 guideline shows how. 
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IN THE SPOTLIGHT  
As governments target offshore structures for tax 

avoidance, their other advantages come to the fore. 

A s governments target offshore structures for tax 
avoidance, their other advantages come to the 
fore. 

Offshore structures. There was a time when 
South Africans who didn’t have them, wanted them, 
and when those who did, couldn’t talk about it. 
In recent years, however, more relaxed exchange 
controls allow greater flexibility for setting up offshore 
structures. But the current trend for anti-avoidance 
tax provisions, transfer pricing rules and thin 
capitalisation rules to be broadened makes offshore 
structures less suitable for legitimately reducing the 
tax burden of South Africans. The USA and EU have 
also focused their attention on offshore jurisdictions, 
which are under tremendous pressure to enter into 
tax information exchange agreements, enabling tax 
authorities to access relevant taxpayer information. 
Challenging times indeed for creative tax planners…

At first glance, the days of offshore jurisdictions 
appear to be numbered, but a deeper look into why the 
majority of our clients choose structures in traditional 
offshore ‘tax havens’ shows that, in most cases, tax is 
not the driving factor. In virtually every case, there is a 
commercial rationale other than tax for setting up an 
offshore structure. Although offshore structures can 
be tax neutral, this is of secondary importance when 
deciding on a particular offshore jurisdiction.

In my experience, ultra high net worth families 
are more concerned with wealth preservation, 
including hedging risk (particularly political, currency 
and continent risk) and proper estate planning. 
Relaxed or absent exchange controls in offshore 
jurisdictions allow clients to use their structures 
there to conveniently hedge against risks and access 
foreign investment. Several leading fund managers in 
South Africa also manage offshore investment funds 
typically used to assist investors to diversify their 
holdings and to manage risks.

Still available are the traditional benefits of 
offshore structures (particularly those set up with 
a discretionary trust holding structure), such as 
protecting assets settled into the trust from creditors 
of the settlor or the beneficiaries, or pegging the value 
of the estate of the settlor for estate duty purposes by 
ensuring capital growth is in the trust, and avoiding 
the administration and associated costs to transfer 
heirloom assets from generation to generation. Care 
should, however, be taken that the affairs are properly 
structured to prevent contravening applicable 
legislation.  

When choosing an offshore jurisdiction, 
multiple aspects must be considered to ensure 
that the client’s needs are catered for, without the 
costs of the structure outweighing the benefits. 
The most inexpensive jurisdictions at first glance 
may not always be the most cost-effective option. 
These jurisdictions may attract a marginal rate of 
tax, while other slightly more expensive offshore 
jurisdictions don’t charge tax at all. Regulation is 
also a key consideration - service providers must be 
subject to strict professional conduct rules. Although 
each client will have particular needs that require 
a detailed look at the various offshore offerings, a 
handy guide is the Global Financial Centres Index 
(GFCI), which evaluates and ranks all the world’s 
financial centres. The most recent GFCI, published 
in March 2013, ranks Jersey as the best offshore 
jurisdiction in the world (28th in the overall index), 
with Guernsey in second place (31st overall) and 
Monaco in third (35th overall). Mauritius, which is 
fairly popular amongst South Africans, comes in at 
tenth (70th overall). Interestingly, Johannesburg is 
ranked at just the 62nd position, demonstrating the 
strength of the offshore jurisdictions rated higher 
than it.  

Offshore jurisdictions have also become 
increasingly competitive with regard to structures 
offered and the level of pricing. As an example, 
Jersey has over the last four years introduced 
foundations, incorporated limited partnerships 
and separate limited partnerships to its already 
impressive offering of ordinary companies, 
incorporated cell companies, protected cell 
companies, limited partnerships, limited liability 
partnerships and trusts. It also introduced three 
new streamlined investment fund offerings, namely 
unregulated eligible investor funds, unregulated 
exchange traded funds and private placement funds. 

These new offerings make Jersey cost-
competitive against more traditional offshore 
fund jurisdictions, such as the Cayman Islands. 
It is, therefore, imperative to stay abreast of the 
latest offerings and fee levels in this fast changing 
international environment.

In my view, offshore jurisdictions may be frowned 
on at present, but they are here to say. As exchange 
controls ease and globalisation deepens, offshore 
structures will become even more the norm. ❐
Author: Hannes Botha, LLB, LLM, is a South African qualified 
advocate and a consultant at Hatstone Lawyers.
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AS A PRIME INVESTMENT DESTINATION? 

Africa is relatively unbanked 
and offers rich rewards to those 
banks grasping the opportunity. 
But many pitfalls await the 
unprepared…

I recently attended a banking seminar at which 
various European banks were presenting their 
recent year-end results. Needless to say, these 

results showed little growth. Among the grumblings 
there were comments that banking had gotten as 
innovative as possible and nothing new was left to 
offer. That got me thinking about the current banking 
space in Africa.

A key focus area for most banks - whether in 
mature markets or an emerging market like Africa - is 
to grow market share and become the preferred choice 
of wholesale or individual depositors. South African 
banks have consequently led the race into Africa, 
with some international banks focusing on specific 
regions. For South African banks, this move was 
sparked by the fact that the rest of Africa is expected 
to grow quicker than South Africa, while the number 
of people without access to basic banking services is 
significantly larger. Despite the challenges afflicting 
the global economy, the World Bank has forecast 
that in the next two years the African continent - 
driven by mainly by sub-Saharan Africa - will grow 
by an average of 6% per year. Angola and Nigeria are 
expected to grow at 8% and 7% respectively. Coupled 
with research identifying that only about 20% of 
African families have banking accounts, this means 
potentially lucrative opportunities.

Currently some of the biggest players in the 
African banking environment are Ecobank, Standard 
Bank, Barclays Africa and the United Bank for 
Africa. Of the South African ‘Big Four’ banks, FNB 
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and Nedbank have started making inroads into 
the African market, with a presence in six and five 
African countries respectively. The African banks 
fortuitously benefitted from the global financial crisis 
when international banks diverted their focus back to 
their home country core markets. While international 
banks have become less exposed to Africa, South 
African banks have also been cutting their exposure to 
non-African markets. The biggest example is Standard 
Bank, which significantly pruned its non-Africa 
exposure to concentrate on growing its market share 
on the continent.

WHAT AFRICA NEEDS FROM BANkING
In recent years Africa’s middle class has grown 
phenomenally, although its inadequate infrastructure 
has hampered economic growth. This handicap largely 
results from decades of political instability, corrupt 
governments and unending battles over natural 
resources. Africa’s peoples now clearly want to benefit 
more from the continent’s resources and as the middle 
class grows, it increasingly consumes higher-end 
goods and services. This has seen marked growth in 
the need for banks, retailers and telecommunications 
companies. Unfortunately the infrastructure to move 
goods from place to place, as well as for transferring 
funds, remains poor and restricted by geographical 
isolation and low financial literacy. The cost of 
providing banking services remains astronomically 
high in the areas where these services are needed most.

Recent advances in information technology (IT) 

aFrica
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are however speeding up change, with new systems 
and infrastructure being implemented in years 
rather than the decades in the 20th century. Mobile 
companies and mobile technology firms have become 
significant drivers and beneficiaries of African growth 
by providing platforms through which funds are 
directly transferred without the need for physical 
cash and bank branches. These virtual/mobile-based 
accounts are growing fast and have evolved to where 
users can borrow and save amounts in a ‘virtual 
account’ and make payments from a mobile phone for 
anything from paying local expenses to sending money 
to relatives in rural areas. Thus, opening the way for 
banks to invest in African countries and expand their 
retail market share without needing cumbersome and 
expensive branch and IT networks. Mpesa in Kenya 
is a significant example of how quick and convenient 
mobile phone-based money transfers have become. 
In just five years after its launch in 2007, Mpesa has 
17 million registered Mpesa users in Kenya, including 
members of the nomadic Masai tribe.

While a certain degree of physical bank 
infrastructure is needed for certain functions such 
as lending money, banks can focus on growing their 
wholesale or individual lending books. The unsecured 
lending space traditionally offers high margins, but 
is high risk in the African reality of relatively few 
formally employed individuals with easily verifiable 
incomes.

Lending is driving banks to establish their 
physical presences. While middle class consumers 
look primarily to build their homes, governments 
are aiming at developing infrastructure. This is 
attracting specialist banks that offer specific banking 
services to governments, especially bond issuances 
for infrastructure projects. These banks concentrate 
on investment banking and do not necessarily enter 
the retail market. These are now competing with the 
traditional Development Finance Institution (DFI) 
providers of such funding. With Chinese investment 
in Africa growing, we can also expect an increase in 
Asian banking institutions looking out for positive 
return investments. For example, the Tanzanian 
government in September 2012 secured a $1.2bn loan 
from the Export Import Bank of China to construct 
a pipeline linking gas deposits in the south of that 
country to its port in Dar es Salaam.

WHAT ARE THE INVESTMENT CHALLENGES?
Africa is vast, with over 55 different countries, all 
with their individual socio-economic structures and 
political issues. Problems faced by banks entering 
these markets range from infrastructure inadequacy, 
political uncertainty, skills shortages and not knowing 
how best to engage specific business cultures. This 
may mean significant initial capital outlay in volatile 
business environments. This was the case when 
FNB acquired the Finance Bank of Zambia with the 
approval of the Bank of Zambia, but later reversed by 
a newly elected president.

That said, this does not mean ’don’t invest’, it 
merely highlights the old adage of high risk and high 
return. It also confirms the need for banks to be 
innovative in their products and how they go about 
investing in Africa. This by no means implies that 
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banks should take short term views on investing in 
Africa. On the contrary, I believe that those banks 
investing for the long term will reap the biggest 
rewards. For most banks, developing a ‘greenfields’ 
African strategy will not be easy at this late stage 
of the game, as the barriers to entry are becoming 
significantly higher. For example, although Nigeria is 
expected to be one of the fastest growing, the Central 
Bank of Nigeria has consolidated its banking system 
and reduced the number of banks allowed. Expansion 
into this market is likely to come through acquiring 
existing banks and expanding their operations. This 
strategy brings its own problems, as valuing these 
banks is difficult and the acquiring institutions may 
well overpay.

As mentioned earlier, traditional banking systems 
imported from developed countries may not fit 
in African environments. Banks must tailor their 
product offerings for an African market hampered 
by large distances and lack of infrastructure. Mobile 
technology is playing a vital role in bringing the 
banks and their customers together. A mobile phone 
can now serve as a virtual bank card, a point-of-sale 
terminal and an internet banking terminal, while the 
number of people with mobile phones has grown to 
nearly half a billion in 2012. The type of products the 
banks can offer will determine their level of success, 
with some banks now focusing on bank assurance 
products that add revenue and retain customer loyalty 
by bundling insurance products and bank accounts, 
among other forms of bundled products. 

REGULATORY ASPECTS
Banks are highly regulated and a flurry of new 
regulations was triggered by the recent global banking 
crisis. These include the stricter Basel III requirement 
and heightened money-laundering regulations.  These 
are over and above the usual money and exchange 
control regulations that apply in each country. Banks 
wanting to invest in Africa must consider if they 
have the ability and expertise to comply and how will 
likely international and local regulations affect their 
operations. Corruption is rife in Africa, stemming 
from historic factors, greed and dysfunctional 
institutions. Its impact on investors is that many 
fall into the trap of indulging corrupt practices as a 
means to gain footholds for legitimate business. Banks 
must ensure that they deploy the relevant checks and 
balances to ensure clean entries into the countries 
they are expanding into. 

CONCLUSION
South African banks are looking beyond our country’s 
sluggish growth to expand their earnings. The African 
continent is a neglected market that offers real 
opportunities for South African banks to expand into 
and play a vital role in the providing financial services. 
They must however be cautious and thoroughly do 
their homework. Even so, this is a market with huge 
potential and those banks offering well targeted 
products and taking the long term view,are on the 
road to great reward. ❐
Author: Evita Nyandoro CA(SA) is Liquidity Risk Manager at 
Santander UK and Lead Researcher at Cartesian Solutions.
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S ince the end of 2012, when it became apparent 
that the implementation of Solvency II will be 
delayed past its planned 1 January 2014 date, 

there have been growing concerns and different views 
across the South African insurance industry about 
how Solvency Assessment and Management (SAM) 
would be implemented.

Following consultation with the SAM Steering 
Committee and key stakeholders, the Financial 
Services Board (FSB) has adjusted the SAM timelines 
in response to stakeholder comments, which included:
• Uncertainty in key areas of the SAM framework
• Important decisions in various technical areas 

need to be made to provide more clarity for the 
third Quantitative Impact Study (SA QIS 3)

• Insufficient time to incorporate the results of the 
economic impact study

• More clarity on the reporting requirements
• Slow progress with the tax basis.

Preparing for SAM is challenging in the short term, but offers definite 
long-term benefits. 

The effective date for SAM implementation will 
now be 1 January 2016. The FSB indicated that the 
main change in dates relates to implementation 
timelines rather than the SAM development timelines.

One key component of the FSB’s recent SAM 
update includes more detail on the SAM parallel 
run, which will now consist of two phases to enable 
insurers to meet the SAM requirements.

The ‘light’ phase of the parallel run will be 
conducted in the second half of 2014 and will mainly 
be based on the QIS templates, with some simplified 
specifications. The ‘comprehensive’ phase will 
comprise the completion of a full set of quantitative 
reporting templates and a ‘Mock-ORSA’, which both 
need to be conducted during 2015. 

SAM will undoubtedly result in significant changes 
and challenges for insurers, but it should be a regime 
that results, to a large extent, in better capturing and 
management of risk, resulting in insurers not holding 
more capital than they should.

making the most of extenDeD

SAM TIMELINES 

➲
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WHAT SHOULD YOU DO?
To make the most of the extended SAM 
implementation timelines, it is important for South 
African insurers to heed the lessons learnt in Europe, 
especially those relating to dealing with uncertainty 
and changing requirements.

As with any large transformation programme, 
wrong decisions taken due to uncertain and changing 
requirements can result in significant overspending. 

Key lessons to be learned from European insurers 
include:
• Prioritise and focus on the areas of certainty 

that will need to be addressed, regardless of the 
specific details of the final SAM regulations.

• Plan activities to focus on the biggest existing 
gaps, taking cognisance of the ‘light’ parallel run 
in 2014 and the ‘comprehensive’ parallel run in 
2015. 

• Ensure a view exists of the end state in a post-
SAM environment. This will help to develop 
sustainable actuarial, risk and reporting solutions.

• Decide which parts of the SAM programme can 
be transferred to ‘business-as-usual’ at an early 
stage, and involve business resources in ‘cycles of 
experience’ by taking these resources out of their 
day-to-day activities for brief periods of time for 
parallel run activities.

• Know when the SAM programme will and should 

end – but have a plan in place to deal with the 
areas not addressed by the programme in either 
project or ‘business-as-usual’ mode. 

The SAM development timelines have not 
changed significantly; however, insurers still have the 
opportunity, through the FSB’s SAM structures and 
industry comments, to influence the debate around the 
final SAM requirements. 

With the SAM implementation date extended 
to 2016, it is critical that insurers should not lose 
momentum in the implementation of their SAM 
programmes. This is crucial, as insurers are already 
stretched by a number of issues including resources, 
processes, complexity, data and technology.

There will be greater demands around meeting 
deadlines and reporting time frames, given the 
compulsory SA QIS 3 exercise from October 2013 to 
March 2014 and the two parallel runs in 2014 and 
2015, while simultaneously complying with existing 
regulatory requirements.

Insurers that have made considerable progress 
with their SAM programmes will be in a favourable 
position to meet these demanding requirements and 
enjoy a smoother transition as part of their ‘business-
as-usual’ process. ❐

Authors: Pieter Crafford CA(SA) is the Advisory Partner: Financial 
Services Practice at PwC and Francois Kruger CA(SA)  is the 
Assurance Partner: Financial Services Insurance Practice at PwC. 

Pillar i 
CHALLENGES AND BENEFITS

insurers that have a clear understanding of 
the SAM capital requirements will benefit 
by identifying the risk and value drivers, 
as well as higher return activities. this 
capital calculation is not only about the risk 
charges for each category of insurance 
and investment risk; insurers also have to 
consider the correlations. 
A well-diversified and managed business 
will, in all likelihood, result in lower capital 
requirements.

there are concerns about the complexity 
of the standard model, which may not be 
suitable for all insurers. however, insurers 
do have the option of applying for an internal 
or partial internal model to adapt to their 
specific risk profile.

going through the process of obtaining 
approval for an internal or partial model is 
burdensome in the short term, but there 
will potentially be long-term benefits. For 
example:
• Embedding risk and capital 

management in the organisation 
(through the ‘use test’)

• Better reflecting the specific risk profile 
and the nature of the business, which 
may ultimately result in lower regulatory 
capital requirements. 

Pillar ii 
CHALLENGES AND BENEFITS

the board and management are responsible 
for ensuring that the business is prudently 
managed. this will require increased rigour 
in decision-making and governance, and 
a deeper understanding of risks and how 
these impact the business. the board will 
need to take ownership of these issues and 
demonstrate a clear allocation of roles and 
responsibilities between them.

Many insurers have a number of 
processes in place to identify and assess 
risk and capital, as well as to make 
decisions based on risk and capital 
information. Embedding these processes 
in the organisation, and measuring the 
outcome and reporting on a continuous 
basis, remains challenging. the Own risk 
and Solvency Assessment (ORSA) requires 
an insurer to bring this all together to 
increase transparency and to demonstrate 
management’s own view of its risk profile 
and capital needs.

Forward-looking information will be 
needed to assess the sustainability and 
vulnerability of an insurer’s business model. 
Stress testing and sensitivity analysis will 
form an important part of the way insurers 
use forward-looking information to assess 
the risks and threats they face.

Pillar iii 
CHALLENGES AND BENEFITS

the qualitative and quantitative disclosure 
requirements under SAM will be extensive 
and are likely to include disclosure on: 
• the nature of the insurer’s business, 

objectives, strategies and performance
• governance structures and 

responsibilities of the board and senior 
management

• Risk profile and risk management 
approaches for each category of risk

• Valuation bases for assets and 
liabilities.

Given the significant amount of 
quantitative information insurers need 
to report on, they will need to have a 
comprehensive understanding of the 
reporting requirements and the impact of 
collecting and collating information.

One of the main challenges facing 
insurers will be producing reliable 
information in the required time frames. to 
meet these reporting demands, streamlining 
the reporting process is vital, which includes 
effective integration and cooperation 
between finance, risk and actuarial teams. 
the need for automation, including more 
effective technology solutions and increased 
controls, will be an important consideration.
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W hat is it that makes a person choose to save? Is 
it a desire that is inherent in them as a result of 
their upbringing, or is it something else? Well, 

according to behavioural economist, Keith Chen, and 
many like him, it’s that something else. Chen recently 
proposed an interesting hypothesis: do languages that 
require a speaker to distinguish between the present 
and the future result in speakers of those languages 
taking fewer future-oriented decisions? He questions 
whether a habit of speech that disassociates the future 
from the present can cause people to devalue future 
rewards, and lead to them saving relatively less.

Some of the languages that Chen describes 
as “futureless” are German, and other Germanic 
languages like Afrikaans. Through his research, Chen 
found that when you control for factors such as family 
size, wealth levels and income levels, among others, 
the language that a person speaks could possibly 
have a big impact on their savings behaviour. He 
also says that there’s a possibility that the language 
of communication reflects deeper issues that drive 
savings behaviour.

Chen isn’t the first researcher to try and explain 
the low levels of savings around the world. Mitchell & 
Utkus (2003) described human beings as hyperbolic 
discounters. Individuals have difficulty understanding 
how much is required for their survival in retirement, 
because it involves the calculation of long and 
complex time value of money problems over many 
decades, which requires assumptions about future 
interest and inflation rates, among other factors.

If we turn our attention to the experience in 
South Africa, savings rates are poor, to say the least. 
According to the South African Reserve Bank, the 
gross savings rate of South African households stands 
at 1.7% of GDP, as at 31 March 2013. In addition, 
household debt is at a staggering 76% of GDP. While 
behavioural economists have tried to come up with 
numerous novel explanations for low savings rates, 
research conducted by Alexander Forbes has found 
that there are more immediately obvious differences 
between people that can affect their savings 
behaviour.

In a book recently released by Alexander Forbes 
Financial Services, The Benefits Barometer, the 
research team looked at the savings behaviour of 
people in each of the major economic sectors, and the 
results were surprising. The figure below shows the 
average contribution rate towards retirement benefits 
for each sector.

faCtors that enCourage anD hinDer
 

SAVINGResearch to identify what makes one 
person save, and another person not, 
uncovers both unexpected and familiar 
factors.

➲
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While the rest of the country is contributing at a 
rate between 14% and 15% of pensionable salary, the 
Professional and Business Services sector – those 
with the highest income and financial literacy levels 
– are contributing at only 12,8% of pensionable 
salary. At the other end of the spectrum, workers 
in the Fishing, Forestry and Agriculture sector are 
putting away the highest rate of 16,3%. 

Some of the factors that were identified as 
being possible contributors to the savings habits of 
workers in each economic sector are laid out below.

AGE
The age distribution of those in the Professional and 
Business Services sector shows that around 22% of 
workers are aged between 25 and 30 years. In the 
Fishing, Forestry and Agriculture sector, this figure 
is closer to 13% of the workforce, with the majority 
of workers aged between 35 and 40 years.

Younger workers generally struggle to commit to 
saving for retirement, because they find it difficult to 
identify with their future self and their future needs 
when their immediate needs – such as financing a 
car and a home – are so much more urgent.

GENDER
When considering the gender split in each of the 
sectors, it was found that those sectors comprising 
mainly male workers had higher savings rates. The 
only exception is in the Personal Services sector, 
which is made up of teachers and healthcare 
workers like nurses, and in which 64% of the 
workforce are female.

SALARY INCREASES
The Benefits Barometer may also suggest why 
savings rates often don’t increase with age. It was 
found that the average increase in pensionable 
salary is lowest in the Professional and Business 
Services sector where, on average, people of all ages 
have experienced increases between 4% p.a. and 
6% p.a. in recent times. Increases of this amount 
have roughly been keeping pace with consumer 
price inflation, leaving people with very little in 
the way of real salary increases over time. It can be 
very difficult for people to find things that they can 

cut out of their lives to save more, once they have 
established their consumption at a particular level.

INCOME LEVEL
South Africa is a country that struggles with high 
levels of poverty and large numbers of low-income 
earners. Many of these low-income earners are 
found in rural areas not served by banks and 
investment houses. Furthermore, there is a lack 
of financial literacy among this group as well as 
the wider South African population. One of the 
implications of this is a mistrust of these financial 
institutions.

However, income level doesn’t appear to be a 
significant factor in explaining low levels of saving. 
Low-income earners have a very good savings 
culture as a result of innovative savings solutions 
like the FUNDISA initiative, and informal savings 
vehicles like stokvels and rotating savings clubs, in 
which all members contribute the same amount of 
money each month, with one of them receiving the 
accumulated pot each month.

It’s not only the decision to save small amounts 
of one’s income that can be detrimental, but also 
the decision to withdraw any accumulated funds. 
Consider the following diagrams, which show 
the exit rates from retirement funds within the 
sectors with the highest and lowest contribution 
rates towards retirement savings, along with 
the percentage of the withdrawn benefit that is 
preserved.  

(Source: Member Watch™ 2012 data set, Alexander Forbes Research and Product Development)

(Source: Member Watch™ 2012 data set, Alexander Forbes 
Research and Product Development)
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In both these sectors, and the retirement funds 
industry as a whole, the withdrawal of benefits at 
younger ages is commonplace, as very few people 
understand the power of compound interest and the 
value of amounts that are put away early on.

Withdrawal rates decline with age, increasing 
slightly again between the ages of 55 and 60 
years, when people take their benefits just prior 
to retirement so that they will not be forced to 
annuitise. 

But it’s the second figure that has really got 
National Treasury sitting up and taking notice. 
Leakage of retirement benefits out of the system can 
have a huge impact on the retirement outcomes of 
people, and while the preservation of benefits seems 
to increase with age, preservation rates less than 
40% illustrate how necessary Treasury’s reform 
proposal of mandatory preservation is.

The Benefits Barometer not only looks at the 
issues faced by workers and employers in each of 
these sector groupings, but also tries to provide 
stakeholders with workable solutions. For instance, 
the lack of desire to save among young employees 
can be counteracted by communicating with them 
using innovative technological solutions, and 
by making sure that the importance of saving is 
communicated from day one of their employment.

The Benefits Barometer presents solutions to 
achieve the ‘trifecta of well-being’; that is, physical, 
mental and financial well-being. While physical and 
mental well-being are commonly used terms, the 
lesser-known financial well-being is the one that 
is proving to be the most challenging to achieve. 
Financial well-being involves having enough income 
and assets to meet your needs throughout your life, 
with adequate protection in place to ensure that you 
can maintain this irrespective of what life throws in 
your path.

Whether or not an individual’s language affects 
their willingness to save, research has shown 
that factors like gender and salary increases do. 
Most surprising of all is the fact that despite one’s 
financial background, saving and ensuring that 
one is financially healthy throughout one’s life is a 
difficult thing to accomplish. ❐

Michael Dokakis CA(SA) is Branch Head: Administration 
Services – Financial Services at Alexander Forbes. www.gt.co.za
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At Grant Thornton we believe that all business 
decisions are based on reason and instinct. 

Naturally, this applies to our decision to 
appoint  new principals, partners and directors – 
individuals who are more than just professionals, 

but have personal attributes that bolster our ability 
to help dynamic businesses unlock their potential 

for growth.

Our 12 new appointments at Grant Thornton Johannesburg, from left to right: 
Seth Radebe – partner, Lee-Anne Bac – principal, Richard Walker – principal, AJ Jansen van 
Nieuwenhuizen – principal, Christelle Grohmann – principal, Annalisa Amiradakis – partner, 

Vincent Ndzimande – director, Vianca Pretorius – partner, Jacques Barradas – partner, 
Cashmore Muchaonyerwa – director, Terry Ramabulana – partner, Steven Kilfoil – partner

Reason says: 
IQ is the 

criteria for 
leadership.

Instinct says: 
personality 
is a key 
consideration.
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RETIREMENT FUND 
investment DeCisions 

Selecting the asset allocation policy is a key aspect of investing for 
retirement funds.

T he importance of the investment decision for 
retirement funds has been highlighted by the 
recent changes made to Regulation 28 of the 

Pension Funds Act. In terms of these changes, new 
limits have been determined by which retirement 
funds may hold investments in different asset classes. 
These amendments also require that retirement funds 
comply on a member level, throughout the reporting 
period of a fund.

The amendments state that a fund must have an 
investment policy statement and that this needs to 
be reviewed at least annually. An interesting addition 
is also the reference to nine principles that must be 
applied by the fund and the board. I would like to 
highlight the following three principles: 
•  Promote the education of the board with respect 

to pension fund investment, governance and other 

related matters
•  Ensure that the fund’s assets are appropriate for 

its liabilities
•  Understand the changing risk profile of the 

assets of the fund over time, taking into account 
comprehensive risk analyses, including but not 
limited to credit, market, liquidity and operational 
risk, as well as the currency, geographic and 
sovereign risk of foreign assets.

These points need to be considered in the 
investment decision.

Authoritative publications on retirement funds 
highlight the importance of the investment decision. 
One such publication, Pension Fund Excellence and 
written by Keith P. Ambachtsheer and D. Don Ezra, 
deals quite comprehensively with the investment 
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decision and the factors, as well as processes that 
contribute to reaching excellence for pension 
(retirement) funds.

In this article, I will focus on certain aspects 
highlighted by this publication.

The main goal of any retirement fund is to create 
value for its stakeholders, so that it can deliver the 
benefits to its members in terms of the respective 
funds' rules. Having a clear mission, as set out in the 
fund’s mission statement, is the starting point in the 
creation of wealth and ensuring excellence. 

One could argue that an adequate investment 
policy begins with the mission statement of the fund. A 
properly written mission statement will enable a fund 
to meet its objectives, and will also provide clarity to all 
the stakeholders of the fund.

The authors of the publication referred to above 
offer the opinion that the asset allocation policy 
constitutes the most important element of the 
investment policy. 

The decision process for selecting the asset 
allocation policy is broken into five elements:
1) What systems are being modelled?
2) What are our goals and fears?
3) How shall we model the future?
4) How shall we make a decision?
5)  What course should be followed until the next 

decision?

WHAT SYSTEMS ARE BEING MODELLED?
When retirement funds are modelled, the assets or 
liabilities or both can form the focus of the modelling. 
Assets are traded in markets, which determine the 
market value, growth and returns. The liabilities 
of a fund, however, are determined by an actuarial 
valuation. This is periodically – or, in some instances, 
annually – performed by a qualified actuary.

Of importance is that the trustees should 
understand the characteristics and the limitations of 
the models being used.

 
WHAT ARE OUR GOALS AND FEARS?
As already mentioned, providing benefits to the 
members in terms of the fund’s rules remains the 
most important goal of any retirement fund. This 
should be done at an acceptable cost, translating into 
an investment objective of seeking an acceptable 
level of return at an accepted level of investment 
risk.

According to the authors, there are three 
characteristics of goals and risks. They are: 
• There are many goals and fears
• They extend over different periods of time
• They are difficult to specify in advance.

Although these characteristics emphasise 
the complexity of goals and fears, it remains a 
constructive exercise to specify and articulate them. 
This will enhance the investment decision.

HOW SHALL WE MODEL THE FUTURE? 
The authors make the point that in modelling the 
future, you are actually making a forecast because you 
are dealing with the future.

For a forecast to be of value, it needs to have the 
following three characteristics:
• It should be credible.
• It should reflect your fundamental beliefs.
•  It should be consistent with the specification of goals 

and fears.

HOW SHALL WE MAkE A DECISION? 
The next stage is to take the output from all the 
aforementioned processes and decide on the asset 
allocation policy. It is important not to consider too 
many asset classes.

One should also distinguish between liquid and 
illiquid asset classes. Liquid assets are normally well 
researched and are priced according to the information 
available on them. 

For illiquid assets, on the other hand, very little 
information is normally available and they are seldom 
traded. This makes any price information on them 
potentially unreliable, and it becomes difficult to 
forecast the future price movements.

The output characteristics of a number of asset 
allocation policies can also be compared as part of this 
phase.

WHAT COURSE SHOULD BE FOLLOWED UNTIL THE NExT 
DECISION?
Once the asset allocation decision has been 
implemented, the fund’s asset allocation will be 
changed by market movements. One option is to ask 
whether one should rebalance to the selected policy.

This should be considered at the point that it 
becomes necessary (when the difference between the 
policy and actual asset allocation becomes too big). 
The cost of rebalancing should also be considered and 
minimised, as rebalancing requires a transaction – new 
cash inflow might be lessened.

CONCLUSION
This article highlights the importance of the investment 
decision, as set out with the amendments to Regulation 
28 and commented on by authoritative publications in 
the industry. We also focused specifically on the main 
elements of the decision process in selecting the asset 
allocation policy, as this is a key aspect of investment 
policy.  ❐

SOURCES OF INFORMATION:
1.  Pension Fund Excellence by Keith P. Ambachtsheer 

and D. Don Ezra.
2.  Government Gazette (No. 34070), Pension Funds 

Act, 1956: Amendment of Regulation 28 of the 
regulations made under section 36.

Author: Stephan Pretorius CA(SA) is Director LDP Incorporated, 
Stellenbosch.
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Collateral management

TAkES CENTRE STAGE
Regulatory changes will require new, probably automated, processes to better manage OTC 

derivatives and SBL transactions.
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T he occurrence of the financial crisis highlighted 
the importance of two key fundamentals 
– credit risk and liquidity risk. In the over-

the-counter (OTC) derivative market, as well as 
the stock borrow lend (SBL), the default of major 
market participants was realised and the lack of 
market transparency identified. The events of the 
financial crisis have given rise to a series of new 
regulations being implemented over the last couple 
of years. South Africa, being part of the G20, is not 
immune to these regulatory changes, and thus, 
there is a renewed focus on safeguarding the local 
banking industry. Both local and international 
markets continue to change in response to 
the above; however, the timing and consistent 
application of these changes prove to be critical in 
order to avoid any arbitrage opportunities within 
the markets.

During 2009, the G20 made its aspirations 
clear, stating that standardised OTC derivatives 
would be required to be centrally cleared, and 
that stricter requirements would be imposed for 
non-cleared trades. In meeting South Africa’s G20 
mandate, our local regulator is faced with a difficult 
conundrum as consideration is given to the merits 
of establishing a local CCP (Central Counterparty 
Clearing), or recognising foreign CCPs, or a 
combination of both. Basel III provides further 
incentives to clear OTC derivatives through CCPs by 
offering significantly reduced capital requirements, 
as well as the exclusion of a credit value adjustment 
(CVA) capital charge.

However, while recognising a foreign CCP 
may appear to be the most simplistic answer, the 
increased systemic risk that may arise should 
world markets rely on a limited number of CCPs 
must be considered. Furthermore, the focus to 
centrally clear OTC derivatives has the potential to 
increase liquidity risk, as the increased margining 
requirements may place strain on cash, which is 
predominantly placed as collateral.

Amendments to Basel have brought forth 
increased capital holding requirements, reduced 
leverage and new liquidity requirements. This has 
driven the need for banks to change the way they 
do business, as they look to reduce their capital 
requirements and improve their liquidity.

INCREASED CAPITAL REqUIREMENTS
The general increase in both the quality and 
quantity of capital has been driven by the 
introduction of the conservation and countercyclical 
buffer, as well as increased risk weightings in 
some asset classes. Ensuring that there is adequate 
collateral posted against these exposures can reduce 
the required capital charge.

The margin period of risk is defined as the 
period of price risk that a collateralised transaction 
is exposed to, i.e. how long it will take to realise the 
collateral placed. This is used in the calculation of 
the exposure at default (EAD) in the determination 
of the bank’s capital adequacy ratio. Basel III has 
proposed that this period be increased to 20 days 
for both OTC and securities financing transactions 
(previously 10 days for OTC derivatives and 

five days for securities financing transactions), 
depending on the liquidity of the collateral. These 
increased holding requirements highlight the need 
to have liquid collateral that can be easily replaced 
in times of market stress.

The introduction of a CVA risk capital charge 
requires banks to hold additional capital over and 
above the minimum capital ratio, adding further 
strain to available capital. The CVA calculation 
is a function of effective exposure, and increased 
collateral decreases this exposure, thereby reducing 
this charge.

It is common practice for margining thresholds 
to be a function of the counter-party’s credit rating. 
However, this scenario can act as a self-fulfilling 
prophecy in the market, as the subsequent margin 
calls can intensify the counter-party’s financial 
difficulty through creating a liquidity strain. This 
was noted during the financial crisis and, as a result, 
Basel III has precluded the inclusion of additional 
collateral required as a result of a credit downgrade 
in calculating the EAD.

NEW LIqUIDITY REqUIREMENTS
During the financial crisis, it was evident 
that liquidity and funding issues proved to be 
challenging during periods of stress. Thus, while 
improving on capital requirements, Basel III has 
also introduced revised liquidity requirements 
requiring banks to demonstrate adequate liquidity 
in the short term. The introduction of the liquidity 
coverage ratio (LCR) gives rise to greater amounts 
of high quality liquid assets (HQLA) being required. 
These are assets that can be quickly converted 
to cash without losing any value and ought to be 
Central Bank eligible (e.g. cash, government bonds, 
marketable securities and PSEs). The aim of the 
LCR is to ensure that banks have enough funding 
over a 30-day period (a 365-day period for NSFR) 
should a sudden shock in the financial system and/
or a run on the banks occur. Prior to the SARB 
introducing the committed liquidity facility, the 
Banking Association of South Africa estimated 
a funding liquidity shortfall of more than R900 
billion. As liquidity dries up, strategies to free up 
cash/HQLA are considered, possibly driving the 
move from cash to non-cash collateral OTC-type 
transactions.

COLLATERAL REFORM
According to the most recent ISDA Margin survey, 
just under 80% of the collateral delivered globally 
is in the form of cash. Given the increased demand 
for cash and government securities to meet the new 

The general increase in both the quality and quantity 
of capital has been driven by the introduction of the 

conservation and countercyclical buffer, as well as 
increased risk weightings in some asset classes. ensuring 

that there is adequate collateral posted against these 
exposures can reduce the required capital charge.
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Basel III liquidity requirements, alternative forms of 
collateral will need to be sought.

The financial crisis highlighted the importance 
of managing credit risk, and the use of collateral 
has been considered as an appropriate mitigating 
factor. The use of collateral is estimated to 
increase significantly, with a recent IMF Working 
Paper (WP/13/25) estimating a global under-
collateralisation of about $3 trillion to $5 trillion. 
While there may be a move to non-cash collateral 
in an attempt to address this gap, this in itself has 
its own challenges. The use of non-cash collateral 

may reduce liquidity risk; however, it also gives rise 
to the banks’ susceptibility to wrong-way risk and 
concentration risk.

For many organisations, particularly banks, 
current collateral management processes are 
fragmented and inefficient - flagging that these 
need be revitalised. Regulatory pressures will drive 
this process as banks explore ways to optimise 
their current collateral management process, while 
reducing the operational burden. However, this will 
not only influence banks, but asset managers and 
pension fund administrators too, as they look to 
reduce their counter-party exposure by requiring 
more collateral.

With the increase in the volumes of collateral, 
given some of the regulatory reforms highlighted 
above, current collateral management processes 
will need to be enhanced to handle the high volume 
data that involve intense process management 
and multiple business lines. Operational risks may 
increase if the technology is not appropriate. To 
obtain a holistic view of collateral and eliminate 
silos, existing manual collateral management 
practices will need to be replaced by automated 
processes through upgraded technology. This 
will not only allow an organisation to identify 
its concentration risk, but also reduce potential 
capacity problems that may arise from the increased 
volumes, or a possible market stress.

‘Rehypothecation’, or reuse of collateral, impacts 
the liquidity management process. This is because 
it becomes more difficult for organisations to call 
back their collateral promptly from their counter-
parties, as their counter-parties would often have to 
call back collateral from their own counter-parties, 
complicating the entire process and increasing 
systemic risk. The necessity for a bank to be able to 
track its collateral and ensure that the posting or 
recall of collateral happens in a timely manner, was 
highlighted during the financial crisis.

DIAGRAM: AUTOMATED PROCESS
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A CLEARER VIEW
To ensure that the use of collateral is optimised and 
appropriately managed, organisations will require a 
more automated process. 

This process will need to facilitate the use and 
valuation of non-cash collateral, track collateral, 
calculate and perform margin calls and provide a 
holistic view of collateral received and delivered. 
Switching to an automated process would need to 
incorporate the processes shown in the diagram at 
the bottom of page 32.

The benefits of automating the process
• Real-time valuation of collateral would identify 

wrong-way risk and asset correlation of non-
cash collateral. Furthermore, it would provide a 
mechanism to assess the liquidity of the collateral 
held, which is of importance in times of market 
stress.

• A holistic and transparent view of collateral 
across parties, geographies and asset classes 
would allow suitable monitoring of concentration 
risk. Physical collateral settlements, confirmed 
through a secure third-party solution, would 
provide an independent inventory check for daily 
collateral balances.

• Automated margin calls would reduce the 
susceptibility to manual error, thus reducing 
operational risk.

• The use of non-cash collateral may reduce 
the liquidity impact arising from increased 
margining requirements as a result of the drive 
towards central clearing.

• A market integrated management system would 
allow the tracking of collateral and identify where 
such collateral has been rehypothecated.

• Real-time margin calls provide the opportunity 
to reduce settlement risk, as they allow a move to 
intra-day settlements instead of the standard T + 
1 settlement convention.

• Establishing collateral agreements with counter-
parties will clearly define eligible collateral, 
margin thresholds, etc., thus clearing up 
potential miscommunications.

The current changes in the regulatory 
environment will require organisations to change their 
business models to improve the management of risks 
associated with OTC derivatives and SBL transactions. 
An increase in the volume of collateral transactions 
will further necessitate the optimisation of these 
processes. 

As a result, over the next six months we would 
expect a renewed focus on collateral management and 
the settlement of collateral from both regulators and 
market participants. ❐

Author: Ashley Sadie CA(SA) is Senior Manager: Capital Markets 
at Deloitte.
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FATCA
FATCA is the first tax legislation to require uniform 
global change, with potentially serious consequences 
for non-compliance.the roaD to ComplianCe

T he Foreign Account Tax Compliance Act 
(FATCA) is US legislation designed to counter 
offshore tax avoidance by US persons through 

strengthening the information reporting and 
compliance requirements around US persons 
who have money invested outside of the country. 
These information reporting and compliance 
requirements need to be undertaken by financial 
institutions, including banks based outside of the 
USA.

The final FATCA regulations were released 
in January 2013, which came as a relief to those 
South African banks that were grappling with 
the challenges of FATCA implementation. These 
final regulations allowed banks to update their 
understanding of the FATCA requirements and its 
implications across their organisations.

The announcement by SARS and National 
Treasury of negotiations with the US Internal 
Revenue Service (IRS) to enter into an 
intergovernmental agreement (IGA) will also 
provide relief for financial institutions in South 
Africa. The IGA should resolve data privacy 
restrictions required to achieve compliance, limit 
the occasions when South African institutions will 
need to withhold on customers, and assist banks 
and other financial institutions with simpler, more 
practical implementation options.

South African banks and, in particular, 
banks operating across the African continent, 
face significant challenges in achieving FATCA 
compliance. Banks and other financial services 
institutions in South Africa have until 25 October 
2013 to register with the IRS to be on the first 
published list of compliant institutions. The first 
FATCA compliance deadline is 1 January 2014. 
Overall, some financial institutions are well 
advanced in the process and will be ready for these 
deadlines, while others are not currently well 
positioned to meet their obligations.

LESSONS LEARNED IN APPROACH-
ING FATCA COMPLIANCE IN SOUTH 
AFRICA
FOCUS ON REDUCING THE PROBLEM
Reducing the problem through the analysis and 
filtering of legal entities, products, customer types, 
distribution channels and account values, which 
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may be prudently descoped, can enable banks to 
address their distinct challenges and to identify 
areas of significant impact across their businesses. 
This quickly scopes the problem areas and focuses 
the resource and budget effort to where it is most 
necessary.

SELECT THE MOST OPTIMAL DESIGN SOLUTION
FATCA legislation is complex and comprehensive, 
as it attempts to counter various potential 
approaches to evade taxes. Therefore, 
understanding the complexities of FATCA and 
distilling its key implications are crucial in 
formulating a well-rounded, easily executable 
FATCA compliance programme in the limited time 
available.

Selecting an option for compliance is dependent 
on the nature of the business and the impact of 
FATCA on the bank. However, due to compliance 
time constraints and the number of changes 
required by banks, the solution design may well 
require tactical solutions with minimal business 
impact and investment. This will allow banks to 
achieve compliance by applying low-cost ‘work-
arounds’ and process changes. Thereafter, strategic 
and long-term solutions can be better planned, and 
phased in, with less disruption to the bank.

CONCENTRATE ON ‘MUST-DO’, CRITICAL ACTIVITIES 
FOR 2014
FATCA has phased timelines, which initially run 
from 2014 to 2017. By focusing on the ‘must-do’ 
activities that require compliance before 1 January 
2014 – such as appointing a Responsible Officer, 
registering with the IRS, and addressing new client 
on-boarding processes and systems – banks can 
dedicate the necessary resources more efficiently 
and effectively to meet immediate deadlines.

CLEAR OWNERSHIP IS kEY – BOTH CENTRALLY AND 
WITHIN THE LOCAL BUSINESS UNITS 
FATCA is a strategic issue for the business, 
requiring significant and widespread change. 
Typically it starts as a ‘tax issue’, but execution has 
impacts across IT, AML/KYC, operations, sales, 
distribution and client relationship management. 

It is imperative to get the right stakeholders and 
support on board to ensure that the operational 
changes are being coordinated, managed and 
implemented by the necessary multidisciplinary 
teams across the organisation. These include 
business operations, IT, marketing and legal 
and compliance teams, to name but a few. Early 
involvement and clear ownership is key from the 
start.

UNDERSTAND YOUR BANk’S FOOTPRINT IN AFRICA
Many South African banks have operations in 
other African countries, and have strategically 
chosen to make further investments throughout 
Africa. The degree to which these African countries 
have exposure to the FATCA regulations needs to 
be understood. It is best to engage quickly with 
appropriate stakeholders, to understand how 
FATCA impacts these African countries and bank 
foreign subsidiaries to find solutions that enable 
pragmatic compliance.

CONCLUSION
Although the FATCA regulations are undoubtedly 
complex, many South African banks are getting to 
grips with what these mean for them. Local banks 
are facing strict compliance timelines with limited 
budgets, resources, time and expertise available. 
This is coupled with having to fulfil multiple other 
regulatory requirements. To add to the burden, 
FATCA has encouraged several countries in the 
European Union to start engaging in a multilateral 
effort against tax evasion. The support of “other” 
countries in the IGA process indicates that some of 
these countries will follow with their own FATCA-
equivalent legislation, in an attempt to increase 
their tax revenues at a time when economies around 
the world are under unprecedented pressure. 
Evidently, it is in the best interests of banks in 
South Africa and other countries across Africa to 
mobilise their compliance activities to adequately 
address FATCA and its far-reaching obligations. ❐

Authors: Megan Couzyn, BComm (Management), Bachelor of 
Applied Pshycology is a manager in Advisory and an Ernst & 
Young FATCA specialist and Eugene Skrynnyk (CIPM, MILE, 
BComm) is a senior manager at Ernst & Young FATCA specialist .
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Converting your insuranCe risk premiums into

REVENUE
‘Captive insurance’, mainly offered by offshore jurisdictions, is a cost-effective 

solution for many company risks.
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T raditional insurance is a risk 
management technique that provides 
no other benefits beyond that of 

covering the risks insured. The insurance 
premium is a cost to the enterprise and 
an investment, and therefore does not 
provide any return. On the other hand, 
‘captive insurance’ provides the solution for 
converting the insurance premium into an 
investment, therefore providing additional 
revenue to the enterprise.

A captive insurance is an insurance 
company formed to insure or reinsure the 
risks of enterprises that have substantial 
risk locations and conditions, whether 
locally or abroad. A captive insurance can 
operate as a direct insurance company or 
it may serve as a reinsurance company. 
Captive insurance (captives) traditionally 
underwrite property/casualty insurance 
coverage such as general liability, 
product liability, workers’ compensation, 
professional liability and director and 
officer liability. Captive insurance is fully 
recognised by the International Association 
of Insurance Supervisors and is offered 
in many offshore jurisdictions, including 
Mauritius.

Captive insurance has long been used 
by many prominent companies to manage 
their insurance risks. Captives have become 
a popular risk-management tool for 
organisations seeking greater control over 
managing their insurance needs. Two main 
drivers in the formation of captives are risk 
management and risk financing. A captive 
helps an organisation to respond quickly 
to changes in the commercial insurance 
market and to determine the most efficient 
way to finance an identified risk. This 
could mean a lower cost of coverage than 
conventional insurance markets. The 
organisation could also use a captive 
to obtain coverage for risks that would 
otherwise be quite costly, or unattainable, 
in the commercial insurance markets.
Due to increased corporate governance 
and the need to seek innovative risk 
management techniques, more and more 
companies worldwide are now adopting 
captive insurance to obtain benefits for 
their effort. Captive insurance serves as a 
sophisticated risk carrier and provides the 
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following additional benefits:
•  Retention of underwriting profits and investment 

income that would otherwise go to the 
commercial market

•  Earned investment income on unpaid loss 
reserves

•  Lower overhead costs than a commercial 
insurer's, allowing a larger percentage of the 
premium to meet claims payments

•  Accessing the reinsurance market, which 
operates on a lower cost structure than direct 
insurers

•  Premiums based on a company's own loss 
experience, not on industry-wide loss standards

•  Improved risk management and understanding 
the cost of risk.

In Mauritius, The Insurance Act 2005 defines 
the captive insurance business as an insurance 
business carried on by a corporation in Mauritius 
whose business is restricted substantially to 
risks situated outside Mauritius with affiliated 
companies. Applicants for captive insurance 
licences need to apply for an external insurer 
license with the Financial Services Commission 
(FSC) to carry out captive insurance business. 
They are usually companies with a Category 1 
Global Business Licence (GBL1) duly licensed by 
the FSC. Rent-a-captive and cell captives are also 
permitted. They can be structured either as a captive 
conventional insurance or a captive Shari’ah-

compliant insurance (Takaful). Full details of all 
programmes to be underwritten must be submitted 
to the FSC for approval.

With a GBL1 and an external insurer licence, 
the captive insurance company must also appoint 
a licensed management company in Mauritius. 
Captive insurance can be general insurance business 
or long-term insurance business, with each type 
having to maintain unimpaired stated capital as 
prescribed, and maintain a solvency margin of such 
value as specified in the solvency rules.

Incidentally, captive insurance from Mauritius 
also enjoys tax benefits. For taxation purposes, 
captive insurers are nominally liable for Mauritius 
income tax at the rate of 15%. However, by being a 
GBL1 company, a captive insurer can claim credits 
of up to 80% of the Mauritius income tax payable 
for taxes incurred and paid in foreign jurisdictions. 
The effective tax rate is 3%. There is no capital gains 
tax and no withholding tax payable in respect of 
payments of dividends to shareholders in Mauritius.

In view of the above cost savings and benefits, 
the setting up of an insurance captive in Mauritius 
is likely to prove a flexible, cost-effective self-
insurance vehicle for alternative risk transfer. 
Moreover, it provides an efficient way of converting 
an insurance cost into revenue.  ❐

Author: Najmul Hussein Rassool, MBA; Post Grad Dip 
(Economics); CIFP-Inceif. Product Development Specialist, Cim 
Global Management Services Ltd Mauritius.
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Why and how is shareholder activism 
an essential constituent of effective 
corporate governance?

•  Michael Judin
Senior partner, Goldman Judin Inc.
King 3 implementation, international 
trends and shareholder activism.

•  Jess Schulschenk
Senior Researcher, Corporate 
Governance, University of Pretoria
The adoption of King III and the 
perceptions of corporate governance 
past, present and future for 
South Africa.

•  Mohamed Adam
Corporate Counsel/Divisional Executive, 
Eskom
The company secretary as prescribed 
offi cer.

•  Oliver Ziehn
Partner, Lintstock Ltd, UK
10 Years of Reviewing the Performance 
of UK Boards.

•  Kelly Gilman
Senior Manager, Climate Change & 
Sustainability Services, Ernst & Young Inc.
Integrated reporting.

•  Karin Ireton
Group Sustainability Management, 
Standard Bank Group
Integrated reporting: the challenge of 
creating, sustaining and communicating 
value.
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short-term insurance 
Twenty years ago, if you wanted to buy insurance you would 
have had to do so via a broker, whereas today less than 50% 

of new insurance comes from the intermediated channel. 
The short-term insurance industry enters stormy weather as it 

meets challenges on several fronts.

RINGING THE CHANGES IN
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F ew industries in South Africa are as competitive 
as short-term insurance. The four main players 
– Santam, Hollard, Mutual & Federal, and 

OUTsurance – account for only 40% of the market, 
with another 28 insurers included in the remaining 
60%. Twenty years ago, if you wanted to buy 
insurance you would have had to do so via a broker, 
whereas today less than 50% of new insurance comes 
from the intermediated channel.

Yet the market offers considerable growth 
potential – in South Africa alone 60% of cars on the 
road are uninsured, and this country accounts for 
70% of the total African market, suggesting a far 
greater opportunity north of the border.

This opportunity explains the profusion of new 
players and channels coming to market: today you 
can buy insurance not only from your broker, but 
your bank, your retailer, direct (either by phone or 
online), through affinity groups such as the likes of 
Kaizer Chiefs, as well as through cellphone companies 
(telcosure). Much of this new business has come 
from new players, but the traditional players such as 
Santam and Mutual & Federal have also embraced 
new channels.

NEW CHANNELS ABOUND

Ian Kirk, CEO of Santam, explains that each of these 
channels has strengths and weaknesses but that 
even an insurer such as Santam which regards the 
traditional broker insurer as its primary channel, 
needs to support multiple channels. 

“In today’s industry, with all the choices and 
channels, the customer is very definitely king, and 
there is a closer relationship between the insurer and 
insured. In the past, the broker controlled the risks of 
the underwriter, but today it is the insurer who can 
select the risks they wish to take on,” says Kirk.

As for the realities of the past year, Hennie 
Nel, chief financial officer at Santam, explains that 
insurers are stuck between the figurative rock and a 
hard place. The Rand plummeted 11% in May alone 
and 50% over the past two years. He explains that 
while retailers can squeeze their suppliers to limit 
the inflationary impact, insurers have no such power 
to push back increases: “Try telling one of the major 
car manufacturers to absorb some of the cost of rand 
weakness.” Yet the price of parts accounts for 80% 
of the cost of most motor claims, and cheaper parts 
cannot be sourced or car maintenance plans are 
voided.

He explains that while direct insurers can 
increase rates immediately, the intermediated (via 
brokers) business remains a traditional one in which 
brokers prefer to adjust premiums just once a year at 
policy renewal.

Nor has the weather been kind. All insurers 
suffered from the triple blow of Eastern Cape 
storms, Gauteng hail devastation and the St Francis 
fires. Brooks Mparutsa, CFO of Hollard, says: “It’s 
during such catastrophes that insurers are critical 
in providing financial certainty, as we protect our 
customers from such losses.” 

as for the realities of the past year, Hennie nel, chief 
financial officer at santam, explains that insurers are 
stuck between the figurative rock and a hard place. 
The rand plummeted 11% in May alone and 50% over 
the past two years. He explains that while retailers can 
squeeze their suppliers to limit the inflationary impact, 
insurers have no such power to push back increases.

Insurers are using risk management technology 
and techniques wherever possible, but some things 
are beyond their control. Nel says that municipalities 
are not always enforcing building regulations, 
and emergency services leave much to be desired. 
“Furthermore, when the economy slows, risk 
management is often the first casualty by companies 
and individuals alike. Individuals can reduce or 
cancel security or tracker services, which results in 
theft.”

That’s not to say insurers are powerless: Santam, 
as do others, insist certain vehicles have tracking 
devices, homes are secured when vacant and take a 
zero-tolerance to drinking and driving and fraud.

Most insurers have established crime bureaus as 
well as collaborating in an industry-wide initiative to 
use advanced analytics and sharing data.

Banks have always been indirectly involved in 
insurance through their massive mortgage books. 
Recognising this, as well as the enormous size of their 
client bases, bancassurance has become one of several 
insurance trends of the past 20 years.

During that time, Standard Bank Insurance 
Services (SBIS) has evolved from a vanilla home 
owner insurer to offering the full suite of cover, with 
its own short-term insurance licence, says SBIS head 
Denise Shaw.

She says the model of the business is to provide 
insurance services to existing Standard Bank clients, 
and its value proposition is that, unlike direct 
insurers, it does not have to extensively advertise and 
is therefore less well known.

“There are a number of triggers to people acquiring 
our products – for instance, credit life when acquiring 
a payment card, funeral policies are well embedded in 
many triggers, and home insurance is mandatory when 
getting a mortgage bond,” explains Shaw.

Other products are sold through call centres, 
a policy which will also be under review when 
the Privacy of Personal Information (POPI) Bill 
becomes law. The insurance industry is facing a 
wave of consumer protection-type legislation in 
order to conform to international standards, and 
Shaw believes this will stand SBIS in good stead 
competitively as the bank has already adjusted to 
a wave of such legislation in the banking sector. 
Concepts such as Treating Customers Fairly (TCF) are 
well entrenched.
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AFRICA BECkONS AS GLOBAL INSURERS 
HAVE BIGGER FISH TO FRY

South Africa’s own emerging market, along with the 
frontier markets of Africa, is becoming the next playing 
ground for our insurers. Almost all identify this as their 
major strategy for the coming five years.

Mutual & Federal recently opened branches in 
each of Botswana and Namibia and has developed 
relationships with insurers in Zimbabwe and 
Swaziland. Last year it expanded its Africa team sixfold.

Few insurers have a solid African footprint yet: 
most are less in expansion mode and more in a learning 
and research phase for future growth. In the case of 
Mutual & Federal, Santam and SBIS, each has a parent 
company with an extensive footprint across Africa, 
which will enable rapid roll-out once they get into 
expansion mode.

Insurance penetration in Africa is minimal (less 
than 1% in Nigeria), but barely worse than it is in 
rural South Africa (less than 10% in the country as 
a whole). The positive experience of banking in this 
market demonstrates that considerable potential 
exists given innovative solutions aimed at the rapidly 
expanding middle classes across the continent, as well 
as commercial lines. 

Renee Rautenbach, CFO of Momentum Short-Term 
Insurance, says: “‘Africa remains a very important 
market to fast-track the growth of the MMI group (the 
holding company), which has earmarked R500 million 
for further investments in the 12 African countries 
outside South Africa where it already has a presence.”

“Multinational companies are investing heavily 
into Africa at the moment, and these are companies 
that require quality insurers in order to meet their own 
compliance standards, whereas each country has its 
own regulations which require such companies to have 
an indigenous insurance provider – so having a local 
presence is essential,” she explains.

“More and more countries are looking at their 
regulatory framework as their economies are maturing 
– with an emphasis on retaining in-country as much 
economic activity as possible,” she says. 

Nel explains that Santam’s Africa strategy to date 
has included suppling specialist cover to multinationals 
undertaking large engineering contracts in Africa, using 
as a base its presence in 10 countries leveraging off 
parent Sanlam’s Africa footprint, though it has a direct 
presence in Namibia and Malawi.

“African countries are individually very small 
markets, but there is an opportunity for us because the 
large, international insurers are currently preoccupied 
with the far larger new markets of Asia. Due to 
extremely low penetration, the opportunity in Africa 
is considerable for the future, and it is at better profit 
margins than South Africa,” says Nel.

Shaw says that Africa is on the agenda of every 
South African insurer, and it is the strength of one’s 
geographic footprint and distribution capability that 
will dictate success: “However, it is very complex, as 
each country has its own rules. Therefore, Standard 
Bank’s extensive footprint and advisory capability is a 
major advantage.” 

More and more countries are looking at their regulatory 
framework as their economies are maturing – with an 
emphasis on retaining in-country as much economic 
activity as possible
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Plenty of new business potential exists in South 
Africa’s mass market but it is a difficult market to 
succeed in.

MUCH NEW BUSINESS ExISTS IN 
SOUTH AFRICA’S MASS MARkET

While these insurers are consolidating their Africa 
teams and strategies, there is plenty to keep them 
occupied at home, where the market is far from 
saturated. Kirk emphasises that barely 40% of the 
cars on our roads are covered, due to the absence of 
compulsory cover which is mandated in many other 
countries.

 The mass market remains a focal point, itself 
a requirement of the Financial Sector Charter, but 
also due to the growing middle class in South Africa. 
Technology is a massive enabler of this industry-wide 
initiative. Hollard’s Mparutsa says one key driver of 
reaching this market is the almost 100% cellphone 
penetration in South Africa, even rural areas.

“New and existing clients can be approached via 
mobile telephony to buy cover, administer policies and 
even process claims,” he says.

Kirk explains that such comprehensive cover 
is rarely financially viable for the lower income 
consumer, and benefits have had to be trimmed to 
make it affordable: “Like the banking industry’s Mzanzi 
product, our purpose is to sell basic cover such as 
funeral policies, cellphone insurance and Legal Assist, 
and then use the client data to try upsell to include 
motor and home insurance – but this is a long-term 
objective.”

TECHNOLOGY BECOMES THE ENABLER

The enabler of this, as well as more efficient pricing of 
all underwriting–is data analytics, or ‘big data’. Client 
data is enriched with data from other sources to 
identify the wattractive risks, says Kirk: “Though this 
will have to be carefully assessed once POPI [Privacy 
of Personal Information] becomes law.”

Claire Wood, executive of InnoSys, a technology 
company specialising in the short-term insurance 
market, says: “Technology plays a major role in the 
short-term insurance industry.  Over the past decade, 
a vast amount of time and money has been invested 
by insurers into software solutions that support 
actuarial underwriting and enforce regulatory 
compliance. But it’s not all hard numbers and big 
sticks, technology can be an especially powerful tool 
in building loyalty to your brand.  

“For policyholders and brokers, the ease of 
interacting with their insurer is key. There is a 
definite shift in the approach to providing information 
to customers or business partners: whereas previously 
the insurer would supply information when and how 
they thought fit, today access on-demand is increasingly 
expected. This spans brokers being able to draw 
reports against real-time data to social media channels 
actively manned to address policyholder complaints 



immediately. Effortless interactions come from 
technology which allows the consumer to choose when 
and how they engage and ensures each engagement is a 
positive experience,” explains Wood.

Kirk adds: “Technology underpins much of our risk 
management policies – we are able to tap into weather 
services and warn clients of impending storm and hail 
threats, and Google Maps can also be used to identify 
buildings carrying high risks. Telematics gives insurers 
comprehensive information about individuals' driving 
habits and enables us to more efficiently assess risk and 
price accordingly,” adds Kirk.

Shaw explains that technology is opening up the 
low end of the market through the saturation of hand-
held devices: “People can buy all our products without 
speaking to anyone, and it is this technology which is 
enabling us to get penetrate rural communities. We’re 
about to introduce an app whereby clients can do 
everything online from buying products to registering a 
claim, similar to online banking.” 

The MMI Group obtained 100% shareholding in 
Momentum Short-Term Insurance in July 2012, and 
views short-term insurance as an important ingredient 
of its strategy. Momentum Short-term Insurance was 
created in January 2006 as a joint venture between 
Momentum Group and OUTsurance Holdings. 
Rautenbach explains its strategy: “We’re going back to 
the broker in a very big way, and offering not a product-
based proposition but a holistic approach that looks at 
the entire needs of clients, whether short-term or life 
cover, as well as wellness options. We therefore look 
at clients with a view to the total optimum solution for 
them.”

This is because, like SBIS, it comes from a large 
group and is not well known as an individual entity. 
“We’re using our expertise and client bases in life 
insurance and employee benefits to offer them short-
term policies, while also expanding into commercial 
business. For the moment, our primary focus is to 
successfully exploit opportunities within the MMI 
Group,” says Rautenbach.

She believes that Momentum also has a potential 
competitive advantage with new regulations: “Given 
that we are investing in infrastructure and new systems, 
we have the opportunity to embed new regulations into 
our systems and business processes, unlike most other 
insurers who have to integrate these into their legacy 
systems and doubtlessly view it is an unwelcome cost,” 
says Rautenbach.

NEW COMPETITORS AIM TO 
UPSET THE APPLE CART 

One of the most recent entrants to the crowded 
marketplace is King Price, and demonstrating how there 
is always space for a new idea, CEO Gideon Galloway 
says it is expanding twice as fast as most competitors 
did in their equivalent phases of existence.

He says insurance is over-complicated by 
participants and that its success is down to price: “Nine 
out of ten people buy insurance based on price - and 
we’re the cheapest 71.5% of the time.”

He says that’s precisely why aggregators such 

effortless interactions come from technology which 
allows the consumer to choose when and how they engage 

and ensures each engagement is a positive experience
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as Hippo exist, but he recommends consumers not 
rely on such aggregators, but rather do the legwork 
themselves for truly competitive quotes. He sees the 
same companies presenting multiple brands through 
aggregators.

“We’re the cheapest and we reduce policyholders' 
premiums every month as the value of their cars 
depreciate. When insurers do not do this, and in fact 
inflate premiums every year, the policyholder ends up 
paying premiums on much more than what his car is 
actually worth,” says Galloway.

“This doesn’t happen in other countries, where they 
are required to quote for business each year, while in 
South Africa we have automatic annual adjustments. 
That is a serious disadvantage for consumers. Some 
insurers say they adjust values down, but the question 
is do they simultaneously adjust premiums down,” he 
adds.

He describes bonus schemes as another ploy 
used by insurers to retain clients long past their 
due date: “If an insurer offers a bonus scheme, they 
are compelled under regulation to place 7% of their 
policyholder's premiums in reserve, and in turn they 
lift their premium to account for this. We prefer to 
simply give the 7% premium to the client as a discount 
immediately.”

While the major brands claim it is brand confidence 
– primarily confidence that they will pay claims – which 
wins clients, Galloway says lesser known brands cannot 
get away with not paying claims, even in the unlikely 
event they wanted to: “It is paying claims promptly 
which ultimately retains clients and what insurance 
is all about. We pay claims as fast as possible to keep 
clients happy, but also crack down on fraudulent claims.

“There is a lot of fraud in this industry, and we 
investigate every suspicious claim, as well as keep 
assessors and panel beaters honest. We have state-of-
the-art technology to help us achieve this.”

A STRONG INDUSTRY 
ASSIMILATES REGULATION

Professional services firm KPMG, in its review ‘The 
South African Insurance Industry Survey 2012’, shows 
that over the past decade, direct marketing and niche 
players in the short-term insurance market have 
captured more than 10% of the market (as opposed to 
new business), from heavyweights such as Mutual & 
Federal and Santam, but that the established giants still 
clearly dominate the industry. 

According to the report: “The state of the South 
African insurance industry is healthy. Locally 
the industry is mature, but well established and 
sustainable. Margins are under pressure, but 
opportunity exists to build a more sustainable and 
stronger business, capable of managing ongoing 
regulatory change. Great opportunities exist to expand 
into fast developing African countries.”

Partner and national head of insurance at KPMG 
Gerdus Dixon says: “The level of legislative and 
regulatory change facing both the short-term and 
life insurance industries would suggest that smaller 
players might struggle to keep pace with the ongoing 

More and more countries are looking at their regulatory 
framework as their economies are maturing – with an 
emphasis on retaining in-country as much economic 
activity as possible

 influenCe SPEciAL REPORT inSURAncE

44       ACCOUNTANCY SA | July 2013        

Renee Rautenbach

Claire Wood



011 507 0000 
www.taxware.co.za

Access 
Financial 
Statements 
and 
Complete
Schedules

Submit 
to SARS 
eFiling

Do you feel 

lost 
in a maze of 
tax returns?
Follow the steps to complete your tax return!

Check for duplications and errors

Manage and track the process

Retype into SARS eFiling

Send for approval

Manually complete the tax calculation

take the complexity out of your 
company tax return
 
Completely unique to the market, the Corporate Tax Module 
leverages the technology of both CaseWare and TaxWare, giving 
you a powerful, integrated tax solution. We’ve included the 
ITR14 changes from SARS into the latest Corporate Tax Module, 
which automatically feeds information from your Financial 
Statements and Schedules into the new return format. Because 
we stay up-to-date with all the latest SARS requirements, 
your efficiency and compliance is always taken care of!

includes the 

neW 
itr14 

changes from 
sars

FOLD PAGE IN LIKE THIS

FOLD THIS SECTION OVER LEFT BA FOLD BACK SO “A” MEETS “B”

BA

start finish

Part of  the TaxWare Suite of Products

Prepare detailed Schedules

15736 Accountancy SA Advert Maze.indd   1 2013/06/12   8:54 AM



CLAIMS MANAGEMENT

The high incidence of natural disasters and fire claims 
in 2012, following several years of increasing claim 
levels has accelerated claims processing, with Mutual 
& Federal, for instance, reporting as many as 3,000 
hail-related claims received during November and 
December alone. 

The KPMG report states: “At the heart of any 
insurance company is the claims management process. 
The better the process, the more likely the insurer will 
be successful in retaining and winning new customers 
and thereby growing revenue and profits. The South 
African insurance industry has become increasingly 
sophisticated in managing its claims process, this 
includes settling legitimate claims quickly and 
efficiently, reducing leakage or over paying for claims, 
stamping out fraudulent claims, preventing duplication 
of effort by centralising data, providing flexibility 
within the claims team to manage fluctuations in 
the number of and type of claims, working within a 
compliance aware environment, ability to transfer 
knowledge and excellence in people management.”

SHARED SERVICES AND OUTSOURCING 

The 2012 insurance survey predicts that outsourcing 
and shared services are likely to be features of the 
insurance industry in the next few years. This is in 
part driven by the global shareholders embedded 
within South African insurance companies, as well as 
the significant African expansion plans necessitating 
standardisation and consolidation of functions across 
broad geographies.  ❐

Author: Eamon Ryan, LLB (Hons) is a Business Journalist.

and significant adjustments to the playing field. 
The implementation of Solvency Assessment and 
Management (SAM) is already fuelling speculation of 
merger and acquisition activity ahead of its expected 
implementation date in 2016. 

“The additional staffing and improvement to IT 
systems come at a cost that may not be viable for 
some of these smaller operations,” says Dixon. SAM 
is only one of a raft of other regulatory changes facing 
the industry. Also on the cards in the near future is 
Treating Customers Fairly (TCF), an example of how 
the regulator plans on continually evolving regulations 
to manage market conduct and influence the way that 
insurers conduct business with customers.

“Communication and implementation of regulation 
by South African authorities has generally been very 
good, and there is no feeling of massive regulatory 
uncertainty,” says Dixon. “As a result, the industry 
has been generally accepting and even supportive of 
the direction that regulation and legislation is taking. 
There appears to be a shared understanding that the 
steps being taken are necessary and are moving in the 
right direction.”

Ongoing regulation, however, might slow down 
the growing market share of the smaller players, and 
potentially make them more vulnerable to merger and 
acquisition activity.

The survey reveals clearly that administrative costs 
are running well ahead of profitability growth and 
premium inflation. The increasing administrative costs 
are likely to be at least partially the result of regulatory 
changes and suggest that consolidation in an effort to 
achieve scale might be an industry response.

The likely result is an insurance industry still 
dominated by very large players, but with an extended 
product offering, flexibility and direct and alternative 
distribution channels typically associated with smaller, 
newer entrants to the market.

SUSTAINABILITY IS THE FUTURE

A new addition to KPMG’s Insurance Survey in 2012 
is a sustainability article, covering the 10 generic 
sustainability ‘megaforces’, and how these will impact 
the insurance industry going forward. The report 
states: “The basic premise of insurance is the ability to 
predict and set premiums that cover actual claims and 
other expenses. The sustainability of insurers would 
be called into question should that predictability no 
longer become possible. Weather events in particular 
have become increasingly difficult to predict. The 
survey shows that natural disaster frequency and 
severity has increased dramatically - a clear trend can 
be seen. However, the ability to match the trend to 
events and reflect it with annual premium adjustments 
is a far more challenging prospect.

Another sustainability issue is the ability of 
customers, be they business or consumer, to afford the 
premiums. The rising cost of goods and services, puts 
the disposable income of the consumer under pressure 
and impacts the affordability of insurance products. 
This calls for innovative product features that respond 
to consumers' changing circumstances.

 influenCe SPEciAL REPORT inSURAncE

46       ACCOUNTANCY SA | July 2013        

Gideon Galloway



July 2013  | ACCOUNTANCY SA       47

SAICA has always advocated the importance of embracing sustainability today in order to remain 
profi table tomorrow. Our latest effort sees the launch of Green II – an update of our 2009 publication 
which has helped numerous corporate leaders understand and implement the King III guidelines to 
their advantage. 

To order a copy of the book contact Juta Customer Services:

Telephone:  021 659 2300

E-mail: orders@juta.co.za

Website: www.jutalaw.co.za

it’s probably 
time you take a 

leaf from our book.

If you still believe that money 
doesn’t grow on trees…

NOW available!



48       ACCOUNTANCY SA | July 2013        

Y ear-end. For any accounting professional, this 
signals a frantic and highly pressurised period. 
Time and tempers are short as finalising the 

numbers dominates the office. This is the ‘last mile’ of 
finance, culminating in the release of financial results.

As with any product, quality assurance is necessary 
to ensure accuracy and integrity. Unfortunately for 
finance, the assurance that should occur in this last 
mile is often tainted by a lack of visibility, and manual 
processes which result in unpredictable, unreliable or 
even untrustworthy outcomes.

Year-end is the bane of professional accountants 
everywhere. It is no secret that the supporting 
processes are neither foolproof nor smooth. According 
to a CFO magazine survey, 49% of professionals 
believe that finance is ‘functioning adequately but not 
optimally’.

There has been much technical progress in the 
past 20 years. In today’s offices many clerical tasks 
have been eliminated; shared services and outsourcing 
have streamlined the payroll, accounts and invoicing 
processes, while consolidation systems have addressed 
intercompany reconciliations. Analytics is greatly 
aided by data warehouses and corporate performance 
management tools.

However, the last mile remains fraught with 
frustration and challenges. The earnings release 
keeps on getting moved forward, and businesses 
want more exact final numbers earlier in the cycle. As 
expectations rise, ‘functioning adequately’ is not good 
enough for the finance department. 

SPRINTING INTO THE ‘LAST MILE’
What needs to be done to optimise the last mile of 
finance and create an efficient production platform for 
finance? Here are some guidelines: 

Establish enforceable global standards: Standard 
approaches to processes are critical in global 
companies. A single agreed-upon approach, enabled by 

the last mile of finanCe: 

‘GOOD’ JUST ISN’T ENOUGH
Putting the right processes in place takes the pain out of year-end financials.

technology, creates stronger controls and efficiencies. 
It also enforces tasks and follow-up, and reporting on 
exceptions.

Introduce task management: Technology can 
deliver the required information at the right time to 
leave finance team members free to focus on value-
adding work. Task management means focusing 
resources on the valuable and not the inconsequential.

Enable process transparency: Process management 
tools give finance management early warning of issues, 
and thus the ability to correct course in mid-process. 
This level of process agility avoids the frustration of 
issues that turn up late in the process and cannot be 
resolved without fear of unpleasant surprises.

Embed controls/compliance: Where possible, 
embed controls into daily operations and move testing 
out of the last-mile cycles.

Integrate technologies: The integration of 
existing technologies across the last mile is where real 
optimisation can be achieved. The interdependency 
of last-mile tasks allows for technology to make the 
links between close tasks, controls and the published 
results. This gives management greater insights into 
the processes.

The reasons for having a well-managed finance 
operation are obvious, and include efficient use of 
resources, achieving regulatory compliance, avoiding 
embarrassing restatements, being acquisition-ready 
and obtaining needed financing. 

Taking a holistic approach to the last mile creates 
synergies across finance governance that generate 
insights and efficiencies well beyond a check in the 
regulatory box.

As noted by Gartner analyst Jon Van Decker, 
“When considering the automation and unification 
of critical financial processes, such as account 
reconciliations, compliance and financial close, the 
whole is greater than the sum of its parts. These 
activities are highly dependent on each other and, 
when unified, create new insights and return on 
investment.”

An optimised last mile means more than a reduction 
in stress levels for the finance team. It also ensures the 
delivery of predictable and reliable results to the market 
— with a beneficial long-term impact on the company’s 
reputation and, ultimately, its share price. ❐

Author: Conrad Steyn, B.Eng Industrial ( Cum Laude); MBA is 
Director Barnstone Corporate Services.

year-end. For any accounting professional, this signals a 
frantic and highly pressurised period. time and tempers 
are short as finalising the numbers dominates the office. 

This is the ‘last mile’ of finance, culminating in the release of 
financial results.
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Month title City

eVentS

Jul Lemon Leadership National 11*

Jul SMP Networking event with Allon Raiz - Help for Entrepreneurs in Tough Times National 15*

Jul Young Cas Networking Event with Alan Knott Craig Johannesburg

Jul Future of IFRS and Impact for South African Companies Johannesburg

Aug An evening with Guy Lundy and David Williams Johannesburg

Aug An evening with Guy Lundy National 17*

Aug Business Breakfast 3 Johannesburg
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Aug Annual Dinner Cape Town

Aug Coaching Forum - Time Management Cape Town
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Aug Women reinventing leadership conference Johannesburg

SeMinarS

Jul Effective Audits of SMEs National 9*
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Jul Financial Budgeting and Forecasting National 13*

Jul Fraud – Practical Approach Johannesburg & Cape Town

Jul GRI Bridging Course Johannesburg & Cape Town

Jul IFRS for Financial Institutions Johannesburg & Cape Town

Jul IFRS Micro Entities National 16*

Jul Independent Review Refresher National 10*

Jul Legislative Update - Protection of Personal Information Bill Johannesburg & Cape Town

Jul Strategy Execution National 11*

Jul Trusts Seminar National 14*

Aug Attorney Trust Accounts National 9*

Aug Coaching Forum #3 - Time Management Cape Town

Aug Finance Executives Forum National 11*

Aug Financial Due Diligence Johannesburg

Aug
i3 Business Analytics and Reporting  
– Intelligent Excel models and Visual Analytics 

Johannesburg & Cape Town

Aug New Laws you should know - Legal Update - Labour Law National 11*

Aug Preparation and Audit of Predetermined Objectives (PAoPA) National 6*

Aug Risk Management Johannesburg

Aug Strategic Management Accounting Forum National 11*

Aug Sustainability Reporting with GRI - G4 Johannesburg & Cape Town

National 1 Johannesburg,  Pretoria, Port Elizabeth, East London & Bloemfontein 
National 2 Johannesburg, Pretoria, Cape Town & KwaZulu-Natal 
National 3 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal, George,  
 Port Elizabeth & Bloemfontein 
National 4 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal, George,  
 Port Elizabeth & Nelspruit 
National 5 Johannesburg, Pretoria, Cape Town, Stellenbosch & KwaZulu-Natal 
National 6 Johannesburg, Pretoria, Cape Town, East London & KwaZulu-Natal 
National 7 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal, Port Elizabeth,  
 Potchefstroom & Bloemfontein 
National 8 Pretoria, Stellenbosch, Cape Town & KwaZulu-Natal 
National 9 Johannesburg, Cape Town, KwaZulu-Natal & Bloemfontein 
National 10 Johannesburg,  Cape Town, Port Elizabeth, East London & Bloemfontein, KwaZulu-Natal

National 11 Johannesburg, Cape Town & KwaZulu-Natal
National 12 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal & Bloemfontein
National 13 Johannesburg, Cape Town & Pretoria
National 14 KwaZulu-Natal, Potchefstroom & Bloemfontein
National 15 Johannesburg, Cape Town, KwaZulu-Natal, Bloemfontein & Nelspruit
National 16 Johannesburg, Pretoria, Stellenbosch, Cape Town, East London, KwaZulu-Natal,  
 Port Elizabeth, Bloemfontein, Nelspruit & Polokwane
National 17 Cape Town, KwaZulu-Natal, Bloemfontein

J18952_SAICA_Training_FA.indd   1 2013/06/11   12:23 PM
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MINIMISING RISk IN B-BBEE
esop sChemes

We share five critical factors for successful B-BBEE employee share ownership schemes.

T he employee share ownership (ESOP) elements 
of broad-based black empowerment (B-BBEE) 
schemes are designed to give large numbers of 

employees the opportunity to participate in the success 
they are helping create. Although many companies 
introduce ESOPs for purposes of empowerment, some 
also see them as great opportunities for building a 
more committed workforce. 

A typical scheme would involve an employee trust 
that holds shares in the company for a certain period. 
If all goes according to plan, the dividend flow funds 
the purchase of the shares. Thereafter, employees 
receive the dividends or a cash windfall when the 
shares in the company are sold. 

Many schemes have milestones at which 
employees can decide whether they wish to continue in 
the scheme or cash out. This decision depends on their 
assessment of the share’s long-term prospects and 
their personal financial circumstances at the time.

ESOP beneficiaries are likely to include manual 
and blue-collar workers who can be put off by this 
complexity as well as unfamiliar financial concepts. 
For most, English is not a first language, and they are 
often difficult to reach because they work in remote 
areas, frequently in shifts. 

SUCCESS DEPENDS ON FOLLOWING THE RIGHT 
PROCESSES 
In short, these milestones can turn what should be 
loyalty-building into a negative exercise that can even 
provoke labour action. At Barnstone, we have helped 
several clients successfully negotiate these and other 
pitfalls. 

CLEAR SUCCESS FACTORS THAT HAVE EMERGED ARE: 
Inclusive communication with all stakeholders is vital. 
This is probably the single most important factor. 
Playing open cards with the unions from day one is 
vital, as is involving them in the process. In fact, for 
one mining client, we got the union to convene the 
meetings with each group of miners and - certainly 
for initial meetings - both union and management 
representatives joined the Barnstone facilitator. 

Communication must be consistent and accurate. 
These schemes can be complex and explaining the 
deal structure, the workings of the stock market and 
the element of risk can be extremely challenging - but 
has to be done to avoid possible future problems when 
milestones occur. 

Planning must be both detailed and flexible. More 
often than not deadlines are tight and large numbers 
of people must be consulted. At the same time, though, 
plans can go awry, so you have to build flexibility into 
the planning and scheduling. One key benefit we offer 

to our clients is experienced and mature programme 
management. 

Facilitators must have the right profile. Using 
the right facilitators is another important success 
factor. Appropriate language skills are compulsory, 
but as facilitators are in the front line, they must be 
cool-headed under pressure and able to stand their 
ground. At all times they need to project the correct 
professional and corporate image to be seen as both 
expert and trustworthy. Giving facilitators the right 
kind of training to deal with all eventualities is a must. 
External facilitators can play a critical role. There 
is often a level of mistrust between management 
and worker, and many managers resist facing up 
directly to employees, especially given the tensions 
that characterise annual wage negotiations in South 
Africa. Outside consultants can more easily establish 
themselves as neutral participants. This entails staying 
out of company politics and past disagreements. 

Using external facilitation offers ways around the 
challenges in such schemes. This helps ensure that 
these go beyond ticking the empowerment box and can 
deliver the long-term benefits of a more productive 
workforce. ❐

Author: Werner Botha is a Consultant at Barnstone Corporate 
Services.
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S izwe Errol Nxasana is a man who has used his CA(SA) qualification to the maximum. If he 
had to do it all again, he says he would choose the CA(SA) path “many times over”.

“It teaches you how any business works, and it has enabled me to succeed in so 
many different sectors.” That breadth of experience has seen him doing his traineeship with 
a small firm, establish his own audit and accounting firm, become the founding partner of 
what is today the fifth-biggest national auditing firm, head Telkom and president of ABASA 
(Association for Advancement of Black Accountants). Today, he is chief executive officer of 
FirstRand Limited, one of the big four banks in South Africa, with a market capitalisation of 
more than R150 billion.

If he could change anything about the training process for a CA(SA), it would be to address 
some gaps he has noticed over the years: “General management and problem-solving are two 
components where I see a gap compared to other professions today. I find CAs(SA) a little too 
narrow in their understanding of business,” he says.

who’s made a big noise in business
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Though he started the first black-owned audit 
firm in KwaZulu-Natal, and though Nkonki Sizwe 
Ntsaluba, the first black-owned national firm of 
accountants, still bears his name today (Sizwe 
Ntsaluba Gobodo), it is dealing with diversity that 
he lists as his greatest passion throughout his career. 
“First and foremost, I enjoy working with people from 
different backgrounds.”

To achieve this, he ensures that whatever team he 
works with has a mix of male and female and black 
and white, but primarily: “a team which challenges 
me, with individuals who are smarter than me, yet 
who balance their diversity with a belief in the same 
working values as me”.

In the upper strata of business hierarchy, he 
believes that listening is a vital skill. By this, he 
means genuine listening – not simply politely 
looking attentive, but actually being interested in 
understanding what the speaker has to say, and 
encouraging him or her.

“I like to think this is the value I bring, above all, 
to my business relations. For instance, by listening 
I am then able to meet and hopefully exceed client 
needs and expectations. I see my role as solving 
people’s problems and making sure they can run their 
own business profitably,” says Nxasana.

Prior to succeeding Paul Harris (one of the three 
founders of FirstRand) as CEO of FirstRand in 
2010, he spent four years in charge of wholly owned 
subsidiary FirstRand Bank, where he was responsible 
for all FirstRand banking operations, including First 
National Bank (one of the country’s leading retail 

banks), Rand Merchant Bank (a leading corporate 
and investment bank) and WesBank (a leading car 
financing company).

Of his role as CEO of FirstRand, which embraces 
an “owner-manager” culture in which business 
divisions are operated as individual companies, 
Nxasana says: “My role at the centre is to be a catalyst, 
to help make things happen, to offer guidance that 
empowers people and to pave the way for ongoing 
discussion and debate.”

Nxasana has also been quoted as saying: 
“Openness is the bedrock upon which success is 
built”, referring to the difficult task that CEOs have 
to communicate bad news in difficult times - a lesson 
pertinent to all companies that survived the global 
financial crises.

In 1979, Nxasana graduated from the East 
London-based University of Fort Hare. Established in 
1916, this cosmopolitan university is recognised as the 
oldest historically black university in Southern Africa, 
boasting a long-standing tradition of non-racism and 
characterised by intellectually enriching and critical 
debate. Fort Hare graduates have enjoyed prominent 
careers in fields such as politics, medicine, literature 
and art, and include some of South Africa’s most 
prominent influencers of the 21st century: Nelson 

“Openness is the bedrock upon which 
success is built.”
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Mandela, Oliver Tambo, Govan Mbeki, Chris Hani, 
Mangosuthu Buthelezi and South African poet Dennis 
Brutus.

Nxasana graduated with a BComm degree and 
went on to become one of the first 10 black CAs(SA) 
in South Africa. In fact, this wasn’t planned. He had 
originally wished to enrol for a marketing degree at 
Fort Hare, but was inspired by Professor Wiseman 
Nkuhlu, the first black person to qualify as a CA(SA) in 
South Africa, who had started lecturing at Fort Hare.

Nxasana worked for Unilever and 
PricewaterhouseCoopers before establishing Sizwe 
& Co in 1989, the first black-owned audit practice 
in KwaZulu-Natal. In 1996, he became one of the 
founding partners of Nkonki Sizwe Ntsaluba, the first 
black-owned national firm of accountants, where he 
served as national managing partner until 1998, when 
he joined Telkom SA as CEO.

It was at Telkom that Nxasana drew on his innate 
ability to listen and understand the issues surrounding 
the organisation the most. He implemented significant 
change as part of Telkom’s morphing from a 
government department to becoming a company listed 
on the Johannesburg and New York stock exchange. 
One of his major successes at Telkom was changing 
the culture from an entrenched “job-for-life” – one in 
which employees were rewarded for their loyalty – to 
one that rewards performance.

Nxasana holds numerous non-executive roles, 
including non-executive directorships with MMI 
Group, Zenex 1995 Trust, Zenex Foundation. Nxasana 
is a passionate entrepreneur who believes in building 
lasting companies around quality people. However, he 
is also quoted as saying that a CEO should not lead an 
organisation for more than 10 years. With the recent 
resignation of FNB CEO Michael Jordaan after exactly 
a decade at the helm, this is a philosophy that appears 
to be gaining some traction. “It’s vital for a company to 
have access to new people and new ideas; otherwise, 
the whole organisation thinks just like you do,” he 
says, and this applies as much to himself. He does not 
expect to retire at FirstRand.

“It is equally important for your personal growth 
– a leader needs to constantly challenge himself or his 
contribution diminishes. Leaders must know when 
to quit. It’s why I left Sizwe & Co – to separate myself 
from the legacy, which otherwise might have come to 
define me rather than the other way around.”

Nxasana is conscious of the responsibility carried 
by a CEO of a large listed company and major banking 
group: “If you’re CEO of any organisation, there is 
a close synergy between your personal reputation 
and that of the organisation – in effect, you’re the 
custodian of that reputation and must live its values, 
uppermost of which is a high level of ethics.”

Ethics, of course, is a highly personal value, and 
Nxasana espouses the old-fashioned personal values 
taught to him by his grandma, which include humility, 
respect, listening to people, an ethical life, hard work, 
discipline and self-control. 

With values such as these, it is perhaps no surprise 
that the first reason he gives for his success is “my 
family”.

His predilection for diversity has found a 
resonance at FirstRand, because Nxasana sees 
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is a sounding board – to be used by an individual to 
confirm whether his thinking is right and if he’s on 
the right track.”

The lessons he tries to inculcate in those he 
mentors is to look closely at how they live their life, 
whether their behaviour is ethical, to cultivate a 
positive approach to life and an ambition to succeed. 
One reason he believes in diversity is to blend the 
positive values of different demographics. 

Nxasana lists one of his most important goals as 
the advancement of SAICA’s Thuthuka programme. 
“One of the most important things we must 
accomplish as a profession is to increase the pipeline 
of disadvantaged students, if our profession is to be 
sustainable. If we want a successful economy and 
profession, we have to address this urgently,” he says.

When he’s not driving business and professional 
issues, Nxasana can be found driving one of his 
personal fleet of Mercedes cars. He has come to 
appreciate the beauty of the vehicle in ways that 
transcend their pragmatic use.

“I have come to recognise the car, and particularly 
the Mercedes, as an art form, and I extract an 
enormous amount of pleasure from my cars. When 
I’m not doing that, I may be found reading on any 
one of my interests. Right now, that is books on 
entrepreneurship and innovation,” says Nxasana. ❐

Author: Eamon Ryan, LLB (Hons) is a Business Journalist.
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diversity as core to innovation, and FirstRand is 
a highly entrepreneurial and innovative business. 
People of diverse backgrounds – and by training that 
means not just technocrats but the humanities – 
bring in more ideas. “This is my personal contribution 
to innovation within the Group: I create the 
facilitating background by having business unit teams 
that are both diverse and empowered – empowered 
to not only see problems, but possessing sharpened 
problem-solving skills. We seek out mavericks – and 
create an environment where mistakes are tolerated 
as part of the learning process.”

In fact, he doesn’t recognise mistakes at all, unless 
done maliciously or deliberately. Mistakes are only 
mistakes in hindsight: any decision made for the right 
reasons and facts at the time is not a mistake. “The 
important thing is not to dwell, but to evolve one’s 
thinking with the evolving circumstances.

“Thereafter, those teams and individuals are 
incentivised without making ‘dolphins’ out of them. 
Often, incentivisation is not only about money, 
but also the acknowledgement of ideas, which 
we deliberately seek out from every level of the 
organisation.”

Nxasana applies the same ‘enabling’ philosophy 
to decision-making, seeing his role as the encourager 
of debate. “However, even if the creation of a 
corporate vision is a collective effort, it is the 
leader’s responsibility to crystallise that vision and 
thereafter guide all debate accordingly. I believe that 
is the primary value I bring as leader – laying the 
foundation around which robust debate takes place. 
That foundation is always the business case. While 
there are no ‘sacred cows’, any decision has to be 
financially viable.”

He describes this leadership style as an 
appropriate mix of leading from the front when 
necessary, and at other times being a ‘cheerleader’ 
and allowing others to lead. That’s because he’s a 
leader of leaders – a leader of a highly experienced 
and qualified team who are all leaders in their own 
right.

“It’s a pleasure to lead such a team, but only 
because we have such an open and entrepreneurial 
culture at FirstRand.” He says a typical audit firm 
might have just as many competent and qualified 
partners, but leading them is a different proposition 
because the level of risk-taking, risk tolerance and 
entrepreneurism is quite different.

Most leaders have had mentors, and many still do. 
Nxasana differs in this in that he has made a study of 
life, and has therefore not felt the need for individual 
mentors. “I read a lot of autobiographies – reading is 
one of my pleasures in life – and business books, and 
throughout my career I have observed leaders, seeing 
what I like and emulating those characteristics.

“I do believe in mentorship, and mentor possibly 
more people than I can manage, because, done right, 
mentorship is a time-consuming activity. I often have 
to turn down requests to mentor individuals, mainly 
because they seek mentorship for the wrong reasons: 
sometimes they simply want to advance their careers. 
Mentorship is about guidance, listening and getting 
people to think for themselves rather than giving 
them the answers. That’s why it takes time: a mentor 
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T hese words by America’s first black president echo 
the sentiments and drive of Godfrey Mongatane, 
a proud recipient of The South African Institute 

of Chartered Accountants (SAICA) Thuthuka Bursary 
Fund (TBF). Mongatane is a technical learning 
manager at the Office of the Auditor-General, and a 
recently qualified chartered accountant CA(SA).

The TBF was established in 2005 by SAICA. 
Thuthuka facilitates the journey of disadvantaged 
black and coloured students hoping to qualify as 
CAs(SA), thereby contributing to transformation and 
growth within this sector.

It’s a unique fund for accounting students, which 
ensures that students receive experienced mentorship 
and additional lectures, and helps them bridge the 
gaps between high school and university, and between 
university and the world of work.

About 1 200 Thuthuka students are currently 
attending nine universities across the country. The 
first 26 students qualified as CAs(SA) in early 2012. A 
second batch of approximately 50 students will qualify 
in 2013.

Mongatane epitomises the Thuthuka spirit of 
resilience and of “putting back”. 

A CA(SA) that hated mathematics and accounting 
in high school? “I hated maths and accounting in high 
school because I was failing them, but chose to do 
commercial subjects as a challenge to myself. I was 
good at physics and figured there isn’t much to learn 
there, so I took accounting.”

It is this spirit of facing challenges that can be 
attributed to his phenomenal success. “I was very 
reserved and was therefore bullied and teased because 
I came from a very poor family, and didn’t have shoes 
or would wear old, worn-out clothes. But I did get 
along with everyone,” says Mongatane. However, the 
bullying and teasing did not break his spirit. Ironically, 
it spurred him on to achieve greatness.

He is proud of the three distinctions he received 
at the end of his matric year - a record that has not 
been broken at Fred Ledwaba Comprehensive School 
in Mokopane, the school that Mongatane attended. 
During a recent visit to the school, Mongatane 
expressed his disappointment at the fact that nobody 
had yet broken his record after eight years. “Things 
have changed a lot since 2004. You guys have access to 
information freely, and yet the record remains. What’s 
your excuse?” asked Mongatane. He posed a challenge 

Introducing
Godfrey Mongatane CA(SA) 

"We	need	to	steer	clear	of	this	poverty	of	ambition,	where	people	want	to	drive	fancy	cars	and	
wear	nice	clothes	and	live	in	nice	apartments,	but	don’t	want	to	work	hard	to	accomplish	these	

things.	Everyone	should	try	to	realise	their	full	potential.”	



July 2013  | ACCOUNTANCY SA       57

PROfiLE leaD ➲

to the matriculants to break that record this year.
While he was at school, he took on odd jobs and 

this helped him to purchase mathematics study 
guides. “I was hopeless at maths in Grade 10 and 
failed it several times. But my motto was: if they can 
do it, so can I.” The ‘they’ refers to senior students and 
peers who excelled at maths. Mongatane joined these 
individuals and they assisted him in demystifying the 
maths conundrum to such an extent that today he is 
adept at maths. 

Was it solely the Thuthuka spirit that spurred 
Mongatane on to work tirelessly to excel at his job 
and to devote most of his spare time to coaching and 
mentoring learners, with the focus on helping them 
succeed in life? This selfless initiative is not focused 
only on the CA(SA) career path. “I am passionate 
about encouraging young people to overcome 
challenges by sharing my life story and the stories of 
others who motivated me to get to where I am today. 
I have a lecturing background and am very passionate 
about sharing knowledge.”

He attributes his success to many credible role 
models. Being one of seven children, he lost his father 
in 1990 when he was three years old, and most of 
his upbringing was taken care of by his mother, an 
industrious street vendor. “My mother is a people’s 
person who has raised us well to help others wherever 
and however we can. I have overcome a lot of 
challenges in life and have developed a passion for 
helping people overcome hurdles in their own lives.”

When most people would give up hope, Mongatane 
was determined to soldier on, and then came the 
proverbial manna. The TBF offered Mongatane a 
pathway to becoming a CA(SA) – a sought-after 
designation.

“Besides paying for school fees, books and 
accommodation, the TBF also invested in developing 
my personal skills, and made me a well-rounded 
person. We were taken on work readiness camps in 
order to bridge the gap between what we learn at 
school and the realities we will face at work. At the 
University of Johannesburg, we had a psychologist 
who was always available to assist us in improving 
our marks. I completed my studies at the University 
of Limpopo, however. I was encouraged to lead high 
school camps and also to mentor, tutor and develop 
the first-year students in the programme. The TBF 
coordinators were always available to hear our issues 
and assist accordingly. The TBF is what the youngsters 
need today,” says Mongatane.

Apart from his mother and the TBF, Mongatane 
also attributes his success to strong role models. “My 
cousin, Themba Matlou, and schoolmate, Thabo 
Kekana CA(SA), mentored me throughout my years 
of pursuing the CA(SA) dream. My former manager, 
Tshepiso Poho, a CA(SA), supported me throughout 
my articles and trained me on how to be an effective 
manager. I enjoyed the experience of shadowing him 
and this helped me tremendously,” says Mongatane.

Mongatane has made an impact on many of the 
students and trainees whom he has mentored. This is 
what they say about him:

“His approach and study methods were really 
helpful. He would say that I must read the required 
in full, plan my solution, and then start writing. If I 

get stuck, I must take a few minutes to think things 
through, and if nothing comes to mind, I must move 
on to the next question. That was good advice that 
worked.” - Buyelwa Precious Tsoanyane

“Godfrey has been my mentor since I joined 
the office. My ability to do well academically and 
professionally is due to his faith in my potential, 
more than anything. Even when times were rough, 
he was one person who could see the positives in my 
negatives. He has been extremely supportive during 
my CTA year, to the extent that he will entertain my 
queries well into the middle of the night. He is a leader 
who the office should do everything to retain.” 
- Sibusiso Mlotshwa

The spirit of wanting to help individuals is 
reflected in Mongatane’s ambition to be a lecturer, 
20 years hence. “To all the young people out there, 
especially budding CAs(SA), what is your excuse? If 
you want something badly enough, you should work 
hard and set your sights on this goal. Aim high and 
you will achieve success.”

Nthato Selebi, project director: TBF at SAICA, who 
has seen Mongatane grow and gotten to know him well 
during his journey to success, says: “Godfrey reflects 
the true spirit of Thuthuka. He has gone far beyond 
his circumstances in order to achieve great heights. 
However, he has not forgotten where he came from. 
This is reflected in his selfless pursuit of assisting 
others from his home town, Mokopane, who are in 
the same position as he once was. As a group leader 
at the Thuthuka camps, Godfrey proved his prowess 
as a born leader when he assumed responsibility, 
culminating in the resounding success of the camps.”

SAICA’s primary objective in creating the TBF 
in 2005 was to transform the profession so that it 
reflects the demographics of the country. However, 
this remarkable programme has achieved phenomenal 
success by creating leaders and magnanimous 
individuals who embrace the Thuthuka spirit of giving 
back to communities and of lifting deserving students 
out of poverty, propelling them to great heights. 
Godfrey Mongatane is a shining individual who has 
embraced and is bent on giving back wholeheartedly to 
the Thuthuka ethos. ❐

Author: Yuven Gounden 

“Godfrey has been my mentor since i joined the office. My 
ability to do well academically and professionally is due to 

his faith in my potential, more than anything. "
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STAND OUT FROM THE CROwD

Style and Substance

MERCEDES 350 CLS SHOOTING BRAkE
This is a totally new breed of car from Mercedes Benz, a four-door 
coupé with a twist – as it’s also a station wagon. This new concept 
design ensures the CLS Shooting Brake stands out from the crowd. Its 
front end is almost identical to the conventional CLS design, including 
the rather unique headlights with twin led light strips giving the front 
end a sporty brutish look. The car looks longer than the normal CLS 
as the hip of the car stretches all the way from the front to the rear 
end almost horizontally and the roofline drops off sharply at the rear. 
This almost makes the car look like the rear is going to fall off, which 
I guess is in keeping with the coupé design. The rear end has the same 
leaf shape lights as the normal CLS and from a distance almost looks 
the same. Viewed from a distance, the one distinguishing sign is the 
rear wiper and LED brake light that stretches across the top of the rear 
windscreen.

Inside, the car is a typical Mercedes oozing luxury and opulence 
with lashings of leather and wood. Its cabin feels airy and open, even 
at the back. The lack of a typical gearshift frees up the centre console 
to make space for substantial cup holders and the command system 
control. Its gear lever is like an additional indicator stalk, while boot 

space is fair, even though the rear end is steeply raked and does take 
away a fair amount of luggage space. There is no hard-top board 
allowing for easy loading all the way to the roof of the car and this does 
expose your luggage. There is a somewhat opulent option of a wooden 
luggage compartment - very luxury yacht-ish. The rear seats can 
accommodate three passengers fairly comfortably.

Driving the car is simple once you get accustomed to the position 
of the gear lever, which is positioned like an indicator stalk. Rear vision 
is not that fantastic as design took presidence. Parking can therefore 
be tricky, but thanks to all the sensors, you have ample guidance. A 
clear rear view camera leaves no excuse for not parking perfectly, even 
in a tight spot. On the road is where this car comes alive, as Mercedes 
have managed to retain the handling and feel of a coupé, while adding 
the practicality of a grand tourer.  Its steering is light and responsive, 
and the suspension fairly soft, making for a cushy ride. This is the type 
of car for a person who enjoys the long road and needs to take a few 
things with them, while still enjoying standing out in the crowd – this 
‘shooting brake’ is definitely a fashion statement. The CLS Shooting 
Brake may not appeal to all, but its owners will certainly bask in the 
limelight.

MANUFACTURER 
SPECIFICATIONS:

EnGInE:
3.5l 6 Cylinder  
POwER: 
225KW 
TORquE: 
370Nm  
0-100km/h: 
6.7 Sec (Claimed) 
FuEl 
COnSumPTIOn: 
Average 8.1l/100km 
CO2: 
188 g/km 
PRICE: 
From R829 186,00

Car courtesy of 
Mercedes-Benz South Africa.
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MANUFACTURER 
SPECIFICATIONS:

EnGInE:
2.2l 4 Cylinder Turbo 
Diesel 
POwER: 
140KW 
TORquE: 
420Nm  
0-100km/h: 
8.5 Sec (Claimed) 
FuEl 
COnSumPTIOn: 
Average 6.4l/100km 
CO2: 
174 g/km 
PRICE: 
From R622 500,00

Car courtesy of Land Rover 
South Africa.

RANGE ROVER EVOqUE SD4
Range Rover has entered a new 
market by targeting the urban 
cool and trendy with the so 
stylish Evoque.  They still cater 
for the buyer who would like 
to go off the beaten track, in 
absolute luxury, while taking on 
almost any terrain – but just in a 
smaller body and most intriguing 
shape. 

The new baby Range Rover 
is designed unlike any other 
Range Rover or SUV currently 
on the market. It has a striking 
front with sweeping headlights 
that taper off around the edges of 
the bonnet. Still, the traditional 
clam shell bonnet synonymous 
with Range Rover has been 
incorporated.  Its large front 
windscreen is angled back while 
the roofline slopes downwards 
towards the rear. The hipline is 
angled in the opposite direction 
in that it is tapered upwards at 
the rear of the vehicle, making 
the rear windows smaller 
than the front windows. This 

innovative design gives the 
vehicle an almost coupé like look, 
while remaining elegant and 
sporty. 

Its sportiness can be 
enhanced even more by opting 
for the dynamic version which 
I tested. This adds on chrome 
bits on the bumper and a revised 
rear bumper featuring chrome 
exhaust cut outs. Although the 
Evoque looks its best, this does 
reduce its off road ability as the 
front and rear is lower than the 
standard version. 

Range Rover has certainly 
gone radical with this design 
and it’s the kind of shape 
that you either love or hate.   
Despite the all new look, the 
Evoque definitely lives up to 
the Range Rover  promise of a 
“go anywhere” vehicle , which 
is enhanced by having pre-set 
driving modes.

Driving the vehicle on a 
normal road is decent and fairly 
comfortable for an off-road 
vehicle. If you plan on going on 

a longer trip or plan to get up to 
the national speed limit on our 
freeways, it is advisable to put 
the vehicle into dynamic mode. 
This stiffens the suspension and 
makes it easier to control on the 
bends. This mode also changes 
the colour of the dials from green 
to red, making the vehicle look as 
sporty as it feels.

Opening the front door, you 
are welcomed by dual colour 
leather sport seats and the usual 
Range Rover dashboard with 
green back light and a touch 
screen entertainment system. 
The gearbox control is new and 
in line with Range Rover’s sister 
company Jaguar, with a dial 
controller to select the gear, i.e 
Drive, Reverse, Neutral or Park. 
This dial disappears into the 
panel once the vehicle is switched 
off. The only disappointment 
on the inside is the rather large 
steering wheel that looks like 
it was taken directly out of the 
bigger Range Rover.

I enjoyed driving the car, but 

felt the turbo lag on the diesel 
motor to be a bit annoying. The 
gear changes were smooth and 
with all the driver aids it was 
simple to drive around town, on 
the long road and parking was 
effortless. The vehicle comes 
into its own when you select 
the various off-road modes, 
depending where you are going. 
These include soft sand, water 
and rivers or the rugged off the 
beaten path route.

Overall, the Evoque offers 
a vehicle ideal for city-living, 
yet allowing for the occasional 
bundu bashing, while never 
compromising on looks. In the 
four-door version you also have 
the practicality of taking the 
family along without losing the 
cool factor. The only drawback 
is the limited packing space and 
turbo lag. All in all a really nice 
vehicle that I believe would sell 
better if keenly priced.  ❐

Author: Azim Omar CA(SA) is a 
member of SAGMJ. 
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Career Suite offers job seekers an all-in-one, easy to use online platform to 
post their CVs where it’s sure to be seen by the right people, plot their next 
career move and even manage their entire career journey. At the same time, 
it provides recruiters, employers and professional service providers with 
access to the best recruits in the business.

Career management>

Business leadership>

Self-assessment tools>

Top candidates recruitment>

Whether you’rethinking about
furthering yourcareer or fi ndingthe perfectcandidate…

has exactly
what you have in mind.

Visit www.careersuite.co.za to upload your CV or start browsing candidates.

Strategic Partner

finance

+27 21 418 1750 • Cape Town     +27 11 622 2723 • Bruma     
+27 12 348 2960 • Centurion       +27 11 318 2101 • Midrand    

ManageMent accountant   
                             SanDton, JoHanneSBuRg  

 R650 000 - R600 000 ctc pa

Large investment bank seeks specialist CA to join 
their leading international division in a Management 
Accountant capacity. You will be assisting EXCO 
to make strategic decisions on future business 
opportunities. Completed Big 4 articles with exposure 
to the financial services industry will be beneficial.  
Join an elite team today and learn from the best.  

Consultant: Udisha Mohangi                                        
Contact: 011 318 2101
E-mail: umohangi@communicate.co.za

cHIeF FInance eXecutIVe: ca (Sa)                        
                                                          eaSt RanD                                

R1 800 000 neg.

Intl. manufacturing co. seeks hands-on Head of 
Finance to perform full financial, operational, strategic 
management function for SA and Sub Saharan 
entities. Applicants should have experience in manu-
facturing environment, looking after operations.  
Excellent opp. to drive company profitability through 
strong leadership and technical finance ability.

Consultant: Robyn Tambourlas  
Contact: 012 348 2960 
E-mail: rtambourlas@communicate.co.za

SenIoR FInancIaL ManageR – aa                            
                                                        caPe toWn                                 

R950 000 - R750 000 pa

A fast-growing, highly successful financial services 
entity in Cape Town is looking for a CA with 5 
years commercial experience in a similar role. Skills 
required: technical knowledge, advanced Excel, 
high level IFRS Companies Act, Income Tax Act, 
and VAT and HR practices understanding. This is 
the opportunity of a lifetime, so do not hesitate.

Consultant: Monique Bisschoff                                                        
Contact: 021 418 1750
E-mail: mbisschoff@communicate.co.za

FInancIaL ManageR: ca (Sa) 
                             SanDton, JoHanneSBuRg                               

R1 000 000 - R900 000 pa

A mining company is looking for a financial manager 
to lead a diverse team. You need strong business 
acumen and knowledge of business processes.  
Essential that you have five years plus experience 
in commercial role, with people management exp. 
Responsibilities include producing financial reports 
on the operational results of divisional business areas.

Consultant: Tshepiso Singo                                                                               
Contact: 012 348 2960  
E-mail: tsingo@communicate.co.za

PRoDuct accountant                                                      
SanDton, JoHanneSBuRg          

R650 000 - R600 000 pa 

A South African global investment bank is seeking a 
Product Accountant within their Properties division. 
A newly qualified CA is required, who has audited 
banks or financial services. Key responsibilities will 
include supporting the Product Head, providing 
guidance to juniors in the team, and effectively 
partner with the key stakeholders of this division. 

Consultant: Udisha Mohangi                                                            
Contact: 011 318 2101   
E-mail: umohangi@communicate.co.za 

www.communicate.co.za

communicate Personnel is the proud winner of a Bronze “TOP 8 RecRUiTMenT cOMPanieS 2012” PMR.afRica award.

for more information and career opportunities, visit:

FInancIaL accountant                                                                         
                                                         centuRIon

R330 0000 - R300 000 ctc pa

Services division of listed logistics company seeks 
financial accountant with BCom / 2 years post article 
experience – articles are a necessity. IT or Logistics 
background, understanding of all accounting 
functions: balance sheet and preparation of AFS.  Must 
have knowledge of consolidations preparations plus 
financial reporting pivotal, with clear ITC and criminal.

Consultant: Tamsyn Rebelo                                                           
Contact: 011 622 2723
E-mail: trebelo@communicate.co.za 
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  Newly Qualified Ca (Sa) 
  R500 000 – R450 000 CTC, Randburg 

This JSE listed giant with the reputation for being a market leader within 
the engineering industry, requires a newly qualified CA (SA). Responsible 
for full accounting function, reporting, budgeting, tax and consolidations. 
Reports directly to FD. Expertise in the fore-mentioned will secure. The 
potential to blossom exists, should you be willing to push the boundaries of 
excellence. michelle@wexford.co.za

  fiNaNCe MaNageR
  R750 000 – R650 000 CTC, east Rand

JSE listed, preferred provider of leading integrated customer solutions 
in manufacturing, warehousing and distribution requires an independent 
self-starter, who is excellent with figures and who has an innate ability to 
handle people. Company offers excellent long term growth opportunities 
and a lucrative incentive bonus structure. CA (SA) + 2-3 years post article, 
solid reporting experience. tanya.b@wexford.co.za

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

  Head of fiNaNCe
  R800 000 – R600 000 CTC, Sandton

International travel and tourism specialists are looking for a strong, goal 
focused CA (SA) to head up their shared services financial team and be 
responsible for the full financial spectrum. This includes cash flow and 
reporting for the African and middle Eastern region. The role will report 
directly to CEO and CFO. Dynamic, live and fast paced environment for 
person with an outgoing personality, foresight and strong management 
skills.  CA (SA) and 5 years post article experience within a services focused 
environment secures. candice.k@wexford.co.za

  fiNaNCial MaNageR
  R650 000 – R580 000 CTC, JHB South

A leader in agri-processing and production is currently recruiting for “hands 
on” financial manager. The ideal candidate will be responsible for the full 
accounting function, budgeting, management accounting and forecasting. 
If you are a superior performer and looking for a challenging business envi-
ronment, please apply today. CA (SA) plus 1-2 years commercial experience 
essential. zuleika.a@wexford.co.za

  Ca (Sa)
  R550 000 – R450 000 CTC, JHB North  

An exciting new opportunity for a newly qualified CA to work for a rapidly ex-
panding manufacturing company. The successful candidate will be required 
to possess good communication, relationship building and networking skills.
To be considered for this role you will be required to work towards strict 
deadlines and enjoy contributing to a fun professional working environment! 
The company offers excellent long term growth with benefits and perfor-
mance based bonuses. nadine@wexford.co.za

  fiNaNCial diReCToR
  R1.7 million - R1.5 million + generous bonus structure, Jhb North

Multinational giant requires experienced F.D who has a big picture vision 
and a “hands on,” operational work ethic. This company’s growth has sur-
passed all expectations! It needs an individual who doesn’t identify problems 
but who offers a “we can make this work approach.” Your team is high 
level and effective so must be an integral part of your vision. This role 
is exciting, challenging and offers M.D potential. CA (SA) + solid financial 
executive exposure essential. janet.b@wexford.co.za
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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

CHARTERED ACCOUNTANT

w w w . o a s i s c r e s c e n t . c o m

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. 



APPOinTmEnTS

AUDITOR SOMERSET WEST
Practice in Helderberg Basin has a vacancy for a qualified CA(SA), 
wishing to continue in public practice, with a view to buying into 
partnership.  The successful applicant will be a hands on accountant, be 
self-motivated, caseware literate and with proven managerial experience.  
Email CV to gryphonaudit@gmail.com

ARTICLE CLERK REQUIRED
An established firm of Chartered Accountants, Business Consultants, 
Auditors and Tax Specialists, with offices in Sandton and Cape Town 
is looking to recruit trainees (excluding those with current existing 
contracts) at all academic levels to serve their SAICA articles and 
become key members of our team. The individuals must be self-
motivated, professionally presented and well spoken. Please send 
CV, matric certificate, marks towards matric / qualification, copy of 
degree if graduated, copy of current registration and driver’s license to 
placements@finfive.com

DYNAMIC AUDITING COMPANY   
We are based in Dunkeld and seek new trainees (excluding those with 
current existing contracts) as well as qualified staff. Excellent training and 
prospects exist. Please email one page CV to david@dkalmin.co.za 

AUDITING COMPANY   
A medium size audit firm, of approximately 100 staff, on the Eastrand is 
looking for trainees (excluding those with current existing contracts) at 
all academic levels to serve their SAICA articles. The individuals must be 
well spoken, professionally presented and enthusiastic about becoming a 
CA. Driver’s license, own transport and laptop a must.Please send CV, 
to info@tsksi.co.za 

Classifieds
 leaD REcRUiTmEnT

PARTnERSHiPS & PRAcTicES

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

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

SERVicES

VENNOOTSKAP OUDITPRAKTYK
Ek is ‘n alleenpraktisyn met gevestigde kantore in Potchefstroom en 
Carletonville. Ek wil graag saamsmelt of saamwerk met  ‘n ander firma in 
dieselfde omgewing. Kontak Chris by 0828729664 of e-pos wcf@lantic.net.

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 Palesa khobane tel: 011 621-6696. 

all advertisements to be submitted to: accountancy Sa, PO Box 59875, kengray, 2100, Fax 011 621-6807 
E-mail:  classifieds@saica.co.za

RATES
PLEASE NOTE THAT THE RATES FOR 2013 ARE AS FOLLOWS:
 
We charge R45 p/word 
R65 p/bolded word (Heading)
Minimum words - 30
Maximum words - 80
 
PLEASE nOTE: Payments for classified advertisements and proof of such payment are required by the due date stipulated 
on your quote, all classified adverts are done in a word wrap and will appear in our magazine in alphabetical order.



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

FINANCIAL MANAGER (EE)
R420 000 to R450 000
Cape Town
Our client seeks a young CA (SA) with at 
least two years’ experience in commerce 
to lead the accounting team and take 
responsibility for the full financial man-
agement function. This will include 
monthly management pack, budgets, tax 
related issues, annual audit and day to 
day running of the business.
Contact: helen@frontlinesolutions.co.za

FINANCIAL DIRECTOR
R1,3M neg. plus generous bonus 
Listed group seek to appoint a strategic 
thinking, hands-on, engaged, business-
minded CA (SA) with min. 7 years post 
article commercial experience with 3 at 
senior management level.  Your proven 
track record in systems improvement 
and implementation people manage-
ment skills & profit awareness,  prefer-
ably from within a Retail/FMCG & Logis-
tics environments are essential.
For a confidential discussion please 
contact jim@frontlinesolutions.co.za

BUSINESS ANALYST (EE)
Neg package
Major retailer seeks a CA (SA) who will 
be involved in performing in-depth analy-
sis on key financial risk / opportunity 
areas in the business, planning of annual 
budgeting and forecasting in order to 
correct or improve profitability. Identify 
cost management opportunities. Ability 
to develop and use financial models and 
to define key profit drivers and use 
support technologies (e.g. Comshare, 
Cognos, Excel) is required.
Contact: helen@frontlinesolutions.co.za

Frontline Recruitment 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 namely Risk, Audit & Governance and 

Executive Search. 

Frontline Recruitment is a specialist financial recruitment company
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NEWLY QUALIFIED/SOON TO 
QUALIFY CA’S
If you are considering a career move 
out of the auditing profession into a 
commercial/business environment 
within 2013, come and talk to us about 
the various options open to you.  We 
can assist you in finding a suitable 
position in line with your personal 
vision/objectives, including a competi-
tive package starting at around R480 
000, exclusive of performance based 
incentives.  Don’t delay, act now and let 
us facilitate your career path develop-
ment into the future.
Contact:
ian@frontlinesolutions.co.za  
(Johannesburg)
nicky@frontlinesolutions.co.za 
(Durban)
helen@frontlinesolutions.co.za
(Cape Town)



Talk to SET about finding talent for South Africa and further afield in Africa.

We are a BEE level 2 accredited company. Established 2003.

“If you think 
it’s expensive 

to hire a  
professional 

to do the job, 
wait until you 

hire an  
amateur.”  
- RED ADAIR

0861 738 732 (SET REC)  E-mail: info@setrecruitment.co.za

www.setrecruitment.co.za 

Our results speak for themselves.
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