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CHOOSE TO bE GREAT

N obody can predict the future – but we can create it. Think back a few 
months and consider what has happened in the world and in our 
country – in your own life and work – that defied all expectations. To 

name but a few:
•	  The top construction industry leaders illegally fixed multi-billion state 

and other contracts 
•	  One of South Africa’s golden boys implicated in a murder charge
•	  The brutal murder and rape of Anene Booysen was a rude awakening 

about crime statistics in SA – every four minutes somebody is raped.
•	  President Zuma blaming apartheid for the violence in our country
•	  Business leader Patrice Motsepe donating half of his family’s annual 

earnings to improve the lives of the poor.

We can be astonished, confounded, shocked, stunned, delighted or terrified, 
but rarely prescient. None of us can predict with certainty the twists and 
turns our lives will take – life is uncertain and the future is unknown.

In a blog by Tony Schwartz on Harvard Business Review, he redefined 
greatness. Consider the following qualities: confident vs humble; courageous 
vs prudent; tenacious vs gentle; honest vs compassionate; decisive vs flexible; 
deliberate vs spontaneous; strong vs vulnerable.

Which quality do you value more in each pair? Is there any doubt that most of us tend to choose upsides between qualities, 
valuing one in preference to its opposite? Although most companies value the first mentioned qualities over those noted second?

Many companies build leadership programmes around developing “competencies,” a list of core qualities they expect all their 
leaders to embody – it’s one size fits all, and the aim is to help people to get up to speed wherever they fall short. 

The problem is that the challenge to be great is sometimes oversimplified in a world of relentlessly increasing complexity. Trying 
to build one’s unique strengths turns out to be just as limited as single-mindedly seeking to overcome liabilities.

Confidence untempered by humility, for example, turns into arrogance. Courage without prudence becomes recklessness. 
Tenacity unmediated by flexibility congeals into rigidity. Honesty in the absence of compassion is cruelty.

Greatness demands both decisiveness and flexibility, courage and prudence, strength and vulnerability, action and introspection.
The true measure of greatness is our capacity to navigate between our opposites with agility and grace — to accept ourselves 

exactly as we are, but never to stop trying to get better.
Financial markets are out of your control. Customers are out of your control. Competition is of out of your control. Technology 

changes are out of your control. Most everything is ultimately out of your control – but not your own choices. You can choose to be 
honest and stand for good. You can choose to be great.

I’ll end with a quote from Marcus Aurelius, the last great Roman Emperor: “A man’s true greatness lies in the consciousness of 
an honest purpose in life, founded on a just estimate of himself and everything else, on frequent self-examinations, and a steady 
obedience to the rule which he knows to be right, without troubling himself about what other may think or say, or whether they do 
or do not think which he thinks and says and does.”

Gerinda Jooste
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HAVE YOUr SAY
At Accountancy SA we 
value feedback from 
our members. So, if you 
would like to share your 
views or comment on 
articles that we have 
published, please feel 
free to write to us. 

We also profile our 
members and if you'd 
like to be profiled, please 
let us know. 

send an email to us at 
journal@saica.co.za

passion to turn it around 
(Alexander Segall)

• SAA needs a well-rounded 
ethical professional who 
won’t make magic for the 
short term, but create 
sustainable growth. (Azeem 
de Lange)

• Work ethic, broad vision, 
emotional intelligence, 
ability to identify short-term 
goals to achieve long-term 
success. (Hersh-cules).

• It’s just that the 
administration of any 
limited liability company 
requires the expertise of a 
well-experienced Chartered 
Accountant, particularly in 
organisations that operate 
on business principles like 
SAA. (Samuell Matsobane).

THE NEw CEO OF SAA  
Accountancy SA asked the 
following question on social 
networks, Facebook and Twitter: 
With the new position of SAA 
CEO being advertised and the 
company in financial crisis – why 
do you think the new CEO needs 
to be a CA(SA)? Some of the 
answers were:

• Because CAs(SA) are well 
equipped in financial 
matters and because of their 
expertise in strategising the 
direction of the company. 
SAA is a profit organisation, 
therefore it needs someone 
who will be able to direct the 
operations of the business 
in an effective manner 

while achieving it’s future 
objectives. (Siyabonga S 
Waltons Snr)

• It may bring some stability 
within the company, but 
politics must step aside. 
(Thobi Kolose)

• The reason is simple: 
CAs(SA) have sufficient 
knowledge with regards to 
all financial systems and 
how they operate. So, they 
know how to better manage 
the funds of the company. 
Seeing to it that the business 
become solvent at the end 
of the day. (Katlego Kurt 
Geiger-Segaecho)

• Reasons: CEOs must have 
integrity, outstanding 
financial acumen, a vision 
for the future of SAA and a 

MANAgINg CHANgE
i really enjoyed reading your article 
about Managing change and i think 
the sentence, "Will a short-term 
solution provide the real answers that 
we need to a much bigger and longer 
term issue?" summed it up nicely for 
me. 

Perhaps this point of sustainability 
can be expanded on in a follow-up 
article. 

i believe managers and 
businesses that don’t take the people-
side of change seriously are lagging 
behind the leading organisations that 
have realised that sustainability lies 
in engaging and encouraging people 
on all levels to share and contribute to 
business and transformation success.

caroline Lowings

DEAr EDITOr
i have been finding it quite 
stressful on my eyes to read 
certain articles in the saica 
magazine and have as a 
result missed out on valuable 
information. Do you plan to 
increase the font to readable 
size in future? 

                       Joseph Rhode CA(SA)

Editor’s reply: Thank you 
Joseph for your letter. 
You will note that from our 
February and March issues 
we have increased the font 
size and it should no longer 
be a problem to read the 
articles. Please let us know if 
you have any other queries.



Diarise now! Each event counts towards  
verifiable CPD points. 
For more information, visit www.saica.co.za 
Dates are subject to change.

SAICA’S UpComIng eventS 2013

Continuous learning 
defines a leader

Month title City

eVentS

May, Aug & Nov Business Breakfast Johannesburg

Apr CEO and CFO  Luncheon Series (first) KwaZulu-Natal

May CEO and CFO  Luncheon Series (second) KwaZulu-Natal

May Islamic Finance JHB, CT & KZN

May Strategic Management Accounting Forum JHB, CT & KZN

Apr Women in Accounting Breakfast Johannesburg

Jun Women in Leadership Conference Johannesburg

SeMinarS

Mar GRAP Basics and Update Cape Town

Mar IT Governance Johannesburg

Mar Mergers & Acquisitions strategy National 2 *

Mar Tax Seminar - Specialists (Mitchell's Bros) JHB, KZN & PTA

Apr Effective BEE Verification and BEE Legislative Update Johannesburg & Cape Town

Apr Estate Agents Trust Accounts National 3 *

Apr Exchange Control National 4 *

Apr Fraud – Practical Approach Johannesburg & Cape Town

Apr IFRS for Fund Managers Johannesburg & Cape Town

Apr JSE Monitoring of Financial Reporting Johannesburg & Cape Town

Apr Legislative Update - Companies Act and Related Tax Implications National 2 *

May A Practical Approach to Managing Others Johannesburg & Cape Town

May Anti Money Laundering National 2 *

May Finance and Tax Planning for Individuals National 2 *

May IFRS Back to Basics National 5 *

May Information Security Seminar Johannesburg

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

WorkShopS

Mar Practice Management Workshop National 2 *

Mar Assessor Training National 1 *

National 1 Port Elizabeth, East London, Johannesburg, Bloemfontein and Pretoria
National 2 Johannesburg, Pretoria, Cape Town and KwaZulu-Natal
National 3 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal, George, Port Elizabeth and Bloemfontein
National 4 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal, George, Port Elizabeth and Nelspruit
National 5 Johannesburg, Pretoria, Cape Town, Stellenbosch and KwaZulu-Natal
National 6 Johannesburg, Pretoria, Cape Town, East London and KwaZulu-Natal
National 7 Johannesburg, Pretoria, Cape Town, KwaZulu-Natal, Port Elizabeth, Potchefstroom and Bloemfontein
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Up-to-date
KEEPING YOU INFORMED OF bUSINESS TODAY

Auditors continue 
to verify and 
issue B-BBEE 
certificates
 

The independent regulatory 
Board for Auditors (IRBA) 
confirmed that registered 
auditors may conduct Broad-
Based Black economic 
Empowerment (B-BBEE) 
verification and issue 
certificates.

This follows confusion 
around the recent release 
of reports to the portfolio 
committee on trade and industry 
which implied that registered 
auditors are not yet approved to 
conduct B-BBee verification.

irBa confirmed that, 
according to the Department 
of Trade and Industry (the 
dti) Statement 005, the IRBA 
is empowered to approve 
registered auditors who meet 
certain requirements, to provide 
B-BBee assurance services 
and to issue valid B-BBee 
certificates with effect from       
1 october 2011.

registered auditors have 
to comply with the irBa code 
of professional conduct, 
the B-BBee continuing 
Professional Development 
(CPD) requirements established 
by the irBa, auditing 
pronouncements prescribed 
by the irBa, evidence of 
superior contributor status and 
confirmation that the registered 
auditor has completed the post 
graduate B-BBee Management 
Development Programme 
satisfactorily.

Processes to give the irBa 
the mandate to regulate all 
B-BBee verification agencies, 
in addition to auditors who are 
already registered with the 
irBa, is under discussion. in 
the meantime, all approved 
registered auditors can continue 
to offer verification services.

Part	of	being	a	winner	is	
knowing	when	enough	
is	enough.	Sometimes	
you	have	to	give	up	the	

fight	and	walk	away,	and	
move	on	to	something	
that's	more	productive.

Donald Trump

SUSTAINAbILITY wEbSITE
It is indeed true that with time comes maturity. 
For instance, take a look at financial reporting by 
companies. It started out as simple book-keeping 
and has progressed to financial accounting 
using globally accepted standards that enable 
users to comfortably compare one company to 
another. Sustainability reporting was the next big 
move, with companies showing their economic, 
environmental and social performance. It’s time 
now for another quantum leap by companies 
to reflect a wider view of their performances in 
integrated reports that show the links between a 
company’s financial performance and its material 
economic, environmental and social performance.
The SAICA website, www.sustainabilitysa.org 
aims to offer an information hub on integrated 
reporting and sustainability reporting for CAs 
(SA), corporate sustainability managers and 
the general business community. It highlights 
the current major sustainability issues, outlines 
the available standards and guidelines, and 
gives access to research reports and surveys on 
sustainability reporting. The integrated reporting 
section aims to offer an information resource with 
access to the latest research reports and surveys 
on this important area of corporate reporting.
The site is updated and maintained by SAICA as 
part of its sustainability and integrated reporting 
focus area. SAICA also acts as secretariat to both 
the Integrated Reporting Committee (IRC) and its 
working group. We hope you find the site useful 
and we welcome your comments.
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GADGET OF THE MONTH
BlackBerry® 10

regulation of tax
practitioners
In terms of the legislation, a person who 
provides advice to another person with respect 
to the application of a Tax Act, or completes 
or assists in completing a return by another 
person, must be registered with SARS as a tax 
practitioner and also be registered with (or 
fall under the jurisdiction of) a ‘recognised 
controlling body’. 

In terms of the legislation (section 240A 
of the Tax Administration Act), SARS must 
recognise controlling bodies for natural 
persons that provide advice with respect to 

the application of a Tax Act, or for completing 
returns. 

SAICA meets the requirements of the Act 
in this regard and has already approached 
SARS with the intention of being accredited 
as a ‘recognised controlling body’. Once the 
confirmation is received from SARS that SAICA 
is recognised, all SAICA members in good 
standing will then meet the requirements of the 
Act, if they are registered as tax practitioners. 
As such, there will be no need to register with 
another professional body in order to practise as 
a tax practitioner.

SAICA will inform you of the outcome of the 
request and what will be required to register as 
tax practitioners with SARS. 

THE FUTURE ROLE 
OF CIvIL SOCIETY
 
civil society actors – including 
NGos, labour organisations, 
faith groups and a range of 
other emerging actors – are 
more important than ever. The 
past decade has seen the 
rise of the increasingly aware, 
connected and educated global 
citizen demanding new ways 
of engaging with business 
and governments in a time 
of economic and political 
turbulence.

The Future role of civil 
society report is the outcome 
of an eight-month project, 
in collaboration with KPMG 
international and involving 
over 200 leaders and experts, 
looking at how trends in 
technology, politics, society, 
economics and the environment 
are affecting the evolution of 
civil society and its implications 
for stakeholders. The report – 

as released at the recent World 
Economic Forum (WEF) 2013 
gathering at Davos - presents 
the main global trends impacting 
the relationships between 
sectors, highlights the value 
that civil society provides and 
explores how the role of civil 
society might change over the 
coming two decades as a result.

a particular challenge 
highlighted for civil society 
leaders is to balance the 
emerging roles of facilitator, 
enabler and constructive 
challenger towards other 
sectors, while adapting to the 
rapidly shifting context of a 
technology-driven and uncertain 
world.

The report will provide 
leaders from business, 
government and international 
organisations with insight into 
new models of approaching 
societal challenges that draw 
on the unique resources and 
perspectives of civil society 
actors.

Leaders	aren't	born	they	
are	made.	And	they	are	
made	just	like	anything	
else,	through	hard	work.	
And	that's	the	price	we'll	
have	to	pay	to	achieve	
that	goal,	or	any	goal.
Vince Lombardi

The re-designed, re-engineered, and re-invented BlackBerry®10 
was launched. The platform creates a new and unique 
mobile computing experience. Available on two new LTE-
enabled smartphones, the BlackBerry® Z10 (all-touch) and 
BlackBerry® Q10 (touch with physical keyboard) smartphones 
powered by BlackBerry 10 offer you a faster, smarter and 
smoother experience than any other BlackBerry you have used 
before.

BlackBerry unveiled the new BlackBerry Z10 and BlackBerry 
Q10 smartphones at events held simultaneously in New York, 
Toronto, London, Paris, Dubai, and Johannesburg.

“Today sees a re-invented BlackBerry launching 
an entirely new mobile experience,” said 
Thorsten Heins, President 
and CEO of BlackBerry. “We 
are thrilled to be introducing 
BlackBerry 10 on the new 
BlackBerry Z10 and BlackBerry 
Q10 smartphones, to deliver a 
faster, smarter experience that 
continuously adapts to your 
needs.  Every feature, every 
gesture, and every detail in 
BlackBerry 10 is designed to 
keep you moving.”
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ACCoUnTIng 
nEwS
SA GAAP AC 500-series 
issued as SAICA Guides 
in March 2012 a joint 
announcement was 
communicated to the market 
by the accounting Practices 
Board (APB) and the Financial 
reporting standards council 
(FRSC) regarding the future 
of statements of Generally 
accepted accounting Practice 
(SA GAAP). The announcement 
indicated that sa GaaP will 
be withdrawn and will cease 
to apply in respect of financial 
years commencing on or after   
1 December 2012.

sa GaaP includes an 
ac 500- series, which are 
interpretations of the ac 
100-series (equivalent to 
IFRS). These AC 500-series of 
sa GaaP are interpretations 
of iFrs to address specific 
aspects, transactions or other 
issues that only occur in the 
south african context.

The Frsc has proposed 
changes to the companies 
Act Regulations (Regulations) 
to make provision for the 
withdrawal date of sa GaaP 
and to create Financial 
reporting Pronouncements 
(FRPs) that can be issued by 
the Frsc. it was envisaged 
that the ac 500- series of 
sa GaaP would be issued 

as FrPs by the Frsc to 
ensure consistency and 
continuity of financial reporting, 
especially, but not limited 
to, listed companies. as the 
regulations have not been 
amended, saica’s accounting 
Practices Committee (APC) 
has reissued those ac 500 
series that remain relevant as 
saica Financial reporting 
Guides, the only amendments 
being to delete references to 
sa GaaP and deleting the 
effective date and transition 
sections. in the interim, the 
Jse is expected to amend 
the Listings requirements to 
make reference to the saica 
Financial reporting Guides. 

Educational material 
issued on measuring fair 
value of unquoted equity 
instruments 
The iFrs Foundation has 
issued educational material 
to provide guidance on the 
application of principles in iFrs 
13 - Fair Value Measurement, 
when measuring the fair value 
of unquoted equity instruments 
within the scope of iFrs 
9 - Financial instruments. 
Download the education 
material from the iasB website. 

Depreciation and 
amortisation 
The international accounting 
Standards Board (IASB) 
proposes to amend ias 16 - 

Property, Plant and equipment 
and ias 38 - intangible assets,  
to clarify that when applying the 
guidance in paragraph 62 of 
ias 16 and paragraph 98 of ias 
38, a revenue-based method 
should not be used to calculate 
the charge for depreciation 
and/or amortisation, because 
that method reflects a pattern 
of economic benefits being 
generated from the asset, 
rather than the expected 
pattern of consumption of 
the future economic benefits 
embodied in the asset. The 
proposed amendment also 
provides further guidance in the 
application of the diminishing 
balance method. The deadline 
for comment to the iasB on eD 
323 - clarification of acceptable 
Methods of Depreciation 
and amortisation: Proposed 
amendments to ias 16 - 
Property, Plant and equipment 
and ias 38 - intangible asset is 
2 april 2013. 

Guidance on accounting 
for the acquisition of an 
interest in a joint operation
iFrs 11 – Joint arrangements, 
does not give explicit 
guidance on the accounting 
for acquisitions of interests in 
joint operations. as a result, 
the iasB proposes to add 
new guidance to iFrs 11 on 
accounting for the acquisition of 
an interest in a joint operation 
in which the activity of the 

joint operation constitutes a 
business, (as defined in IFRS 
3 – Business Combinations). 
The proposals state that the 
acquirers of such interests must 
apply the relevant principles 
on business combination 
accounting in iFrs 3 and other 
standards, and disclose the 
relevant information specified 
in these standards for business 
combinations. The deadline for 
comment to the iasB on eD 
325 - acquisition of an interest 
in a Joint operation - Proposed 
amendments to iFrs 11 - Joint 
arrangements is 23 april 2013.

IASB to amend 
consolidations standards
The iasB proposes to amend 
iFrs 10 - consolidated 
Financial statements and ias 
28 - investments in associates 
and Joint Ventures, to address 
an inconsistency between 
the requirements in the two 
standards in dealing with 
the sale or contribution of a 
subsidiary. 

The deadline for comment 
to the IASB on ED 324 - Sale 
or contribution of assets 
between an investor and its 
associates or Joint Venture - 
Proposed amendments to iFrs 
10 - consolidated Financial 
statements, is 25 april 2013. 
The exposure draft and the 
iasB press release can be 
downloaded from the saica 
website.

MINING INvESTMENT
Mining Resources Minister, Susan Shabangu, spoke at the Mining 
Indaba in February 2013. She said that South Africa's mining 
industry was in reasonably good shape, but beneath the surface, 
the tensions remained. She said that regulatory reform had 
unlocked the industry's development potential.
• The number of mines has increased to about 1 600 from 933 

in 2004.
• Revenue generated grew to R370 billion by the end of 2011 

from R98bn in 2004.
• Employment in the mining industry grew from just under  

449 000 in 2004 to marginally above 530 000 last June 
before it started to regress slightly in the third quarter last 
year.

• In 2011, mining contributed 9.2% of South Africa's GDP and 
helped to generate 18.7% of GDP.

• About 13.5% million people depend on mining-generated 
jobs.

• In 2011, out of a total local mining industry expenditure of 
R437bn, about 80% was spent in South Africa.

• In 1999 Anglo American invested over R188bn in South Africa.
• Citigroup calculated South Africa's mineral endowment at an 

estimated $2.5 trillion.

There	are	seven	things	
that	will	destroy	us:	

Wealth	without	work;	
Pleasure	without	

conscience;	Knowledge	
without	character;	
Religion	without	
sacrifice;	Politics	

without	principle;	
Science	without	

humanity;	Business	
without	ethics.

Mahatma Gandhi
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Killing for profit
by Julian rademeyer

On the black markets of 
Southeast Asia, rhino horn is 

worth more than gold, cocaine 
and heroin. This is the chilling 

story of a two-year-long 
investigation into a dangerous 
criminal underworld and the 
merciless syndicates that will 
stop at nothing to obtain their 

prize. 
This book is a compelling, 
meticulous and revelatory 

account of one of the world’s 
most secretive trades. It exposes 

the poachers, gangsters, con 
men, mercenaries, killers, 

gunrunners, diplomats, 
government officials and crime 

bosses behind the slaughter. 
And it follows the bloody train 

from the front lines of the rhino 
wars in South Africa, Zimbabwe 

and Mozambique to the 
medicine markets of Vietnam 

and the lair of a wildlife-
trafficking kingpin on the banks 
of the Mekong River in Laos …

Everyone’s Guide 
to the Consumer 

Protection Act 
by clive Gibson & Geoff Hull

The CP Act has given every 
South African rights and 

obligations that up until now 
have not been an issue, and 
ignorance of the law is not a 

defence. This easily accessible 
guide explains how, among 

other things the CP Act aims 
to:

• Promote and protect 
the economic interests of 

consumers; 
• Improve access to, and the 
quality of, information that is 
necessary so that consumers 

are able to make informed 
choices;

• Protect consumers from 
hazards to their wellbeing and 

safety;
• Develop effective means of 

redress for consumers; and
• Promote and provide for 

consumer education.

POLL OF THE MONTH
we asked …

President Jacob Zuma's state of the Nation address: Do you think 
he touched on relevant issues?

RESPonSIbLE LEADERShIP
SAICA welcomes the report of the Auditor General of South Africa 
(AGSA) on their performance audit on the use of consultants at 
selected National Government Departments. 

Government entities use consultants in various disciplines, 
which include financial management, IT and engineering, amongst 
others. According to Mohammed Lorgat, SAICA’s Project Director: 
Public Sector, there have been numerous comments in the media 
following the AGSA report. These comments focussed on the 
amount of money spent on consultants but not really on the AGSA 
report in totality. 

“SAICA strongly believes that the correct use of consultants can 
assist the public sector to add value and to provide better service 
delivery. These consultants can provide specialist or technical skills 
necessary for the public sector to tap into, in order to fix, maintain 
or enhance current processes or methods of operation”, says Lorgat. 

The AGSA report reflects an amount spent on consultants by 
National and Provincial Government departments between the 
2008/09 to the 2010/11 financial year to the tune of R102 billion. 
“This amount is indeed exorbitant. Coupled with the findings 
of the AGSA, such as deficiencies in the appointment process of 
consultants, poor performance management of consultants and 
extension of contracts, it is fair to say this was fertile ground for the 
incorrect spending of Government funds,” says Lorgat. 

Lorgat states that it is however important to put the AGSA 
report into perspective, noting that the AGSA do not suggest that 
the use of consultants within the public sector should be completely 
stopped.  

Imran Vanker, the Auditor General’s  representative on the 
SAICA Public Sector Committee comments: “Among other things, 
what we do recommend in the report is that the use of consultants 
should be properly planned, properly managed and rigorously 
monitored on an ongoing basis for the duration of the contract, in 
order to derive value for money from them.” 

 The root causes for the findings in the AGSA report are the 
following:

• Lack of leadership by Government departments;
• Non-compliance or a poor effort at compliance with supply 

chain management regulations;
• Poor or ineffective contract management.

He outlined a clear vision of the country - 10%

The country needs a new direction and firm leadership - 50%

He touched on a series of already discussed ideas - 30%

He announced new and creative ways to release economic strains. - 10%

THIS MONTH’S MUST rEADS …



ChAngingCC
the examination format for qualifying as a CA(SA).
To sustain the CA(SA) as the leading financial, accounting and 
business designation, we are making important changes to 
“Part II” of the CA(SA) examination format.

abreast with international trends to ensure that the CA(SA) profession 
remains relevant.

WE ARE

Read more about Assessment of Professional Competence (APC) on 
www.saica.co.za/examinations
or send your queries to apc@saica.co.za
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The World
PROvIDING AN OvERvIEw IN ONE GLANCE

F igures for average growth in 
GDP in terms of purchasing 
power parity (PPP) show 

Nigeria leading the way over the 
period 2012 to 2050, followed 
by Vietnam, India, Indonesia, 
Malaysia, China, Saudi Arabia 
and South Africa. The E7 
countries could overtake the G7 
economies as early as 2017 in 
purchasing power parity terms.

Stanley Subramoney, 
Strategy leader of PwC’s Africa 
South market, says: “The rapid 
convergence between these two 
groups of economies has been 
accelerated by the fact that 
the developed economies have 

been much slower to recover 
from the financial crisis of 
2008-2009, while the emerging 
economies have been relatively 
insulated despite some 
slowdown in 2011-2012.”

The gap between the E7 
and G7 countries is projected 
to continue to widen after 
2017 – the E7 countries could 
potentially be around 75% 
larger than the G7 by the end of 
2050 in PPP terms.

Nigeria could be the fastest 
growing country among the E7, 
states the latest World in 2050 
report, due to its youthful and 
growing working population, 

but this does rely on using its 
oil wealth to develop a broader 
based economy with better 
infrastructure and institutions 
and therefore support long-
term productivity growth.

“The global financial crisis 
has hit the G7 much harder 
than the E7 in the short term,” 
says Subramoney. It has also 
caused downward revisions 
in the estimates of longer 
term trend growth in the G7, 
particularly those economies 
in Europe and the US that had 
previously relied on excessive 
public and private borrowing to 
drive growth.

THE wORLD IN 2050
the emerging 
economies are 
set to grow much 
faster than the g7 
countries (France, 
germany, italy, 
Japan, the uK, the 
us and canada) 
over the next four 
decades, according 
to a report released 
by pwc. 

2011 2030 2050
PPP 
rank

Country gDP 
at PPP 
(2011 

US$bn)

Country Projected 
gDP at 

PPP (2011 
US$bn)

Country Projected 
gDP at 

PPP (2011 
US$bn)

1 Us 15,094 china 30,634 china 53,856

2 china 11,347 Us 23,376 Us 37,998

3 india 4,531 india 13,716 india 34,704

4 Japan 4,381 Japan 5,842 Brazil 8,825

5 Germany 3,221 russia 5,308 Japan 8,065

6 russia 3,031 Brazil 4,685 russia 8,013

7 Brazil 2,305 Germany 4,118 Mexico 7,409

8 France 2,303 Mexico 3,662 indonesia 6,346

9 UK 2,287 UK 3,499 Germany 5,822

10 italy 1,979 France 3,427 France 5,714

11 Mexico 1,761 indonesia 2,912 UK 5,598

12 spain 1,512 Turkey 2,760 Turkey 5,032

13 south Korea 1,504 italy 2,629 Nigeria 3,964

14 canada 1,398 Korea 2,454 italy 3,867

15 Turkey 1,243 spain 2,327 spain 3,612

16 indonesia 1,131 canada 2,148 canada 3,549

17 australia 893 saudi arabia 1,582 south Korea 3,545

18 Poland 813 australia 1,535 saudi arabia 3,090

19 argentina 720 Poland 1,415 Vietnam 2,715

20 saudi arabia 686 argentina 1,407 argentina 2,620

1
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THE WORLD develop ➲

Dr Roelof Botha, PwC 
Economic Advisor, says: “South 
Africa has been greeted with 
an abundance of good news in 
2013, spearheaded by a new 
record high for the all share 
index (Alsi) on the JSE.

“During 2012, South Africa 
outperformed most of the 
world’s key equity markets, 
with the Alsi gaining almost 
23% between the first week 
of January last year and early 
January 2013. This represents 
more than a doubling of the 
market capitalisation on 
the JSE from the low of the 
recession.”

The significance of a 
strong and sustained rise in 
the value of equity market 
capitalisation is related to its 
contribution to the so-called 
‘wealth effect’, whereby the 
value of collateral is increased 

(for direct investments, unit 
trusts and pensions fund 
balancers alike). Combined 
with a healthy increase in the 
average dividend yield on the 
JSE and average formal sector 
salaries over the past two years, 
this effect usually stimulates 
consumption expenditure, 
particularly for durables and 
semi-durables, says Dr Botha. 

“Add to this fortuitous 
development the prospect 
of record low interest rates 
remaining in place for most of 
2013 (and possibly beyond), 
and it is clear that South 
African consumers may look 
forward to a continuation of 
rising per capita incomes over 
the next 12 months.”

In addition to the 
impressive performance 
of durable household 
consumption expenditure, 

formal sector salaries and the 
country’s leading business cycle 
indicator, the economy has 
also created more than half a 
million formal sector jobs since 
2010.

The report predicts that 
by 2050 China, the US and 
India could be by far the largest 
economies, with a big gap to 
Brazil in fourth place, ahead of 
Japan. And by the same time, 
Russia, Mexico and Indonesia 
could be bigger than Germany 
or the UK; Turkey could 
overtake Italy; and Nigeria 
could rise up the league table, 
as could South Africa and 
Vietnam in the longer term.

Although the E7 countries 
are set to overtake the G7 
countries in terms of their 
overall size and rates of growth, 
they are still expected to trail 
significantly behind the G7 in 

terms of GDP per capita. The 
US is projected to retain its top 
position in this group, while 
large emerging countries, such 
as China, Brazil and India still 
sit at the bottom of the income 
table.

Subramoney concludes: 
‘The shift in the global 
economic centre of gravity is 
clear; but there are still major 
challenges for the emerging 
economies to sustain their 
recent strong growth. At the 
same time, there are huge 
opportunities for established 
companies in the emerging 
markets – but also some 
competitive challenges from 
fast-growing emerging market 
companies. Governments also 
face huge challenges, not least 
in relation to global warming 
as a result of this rapid pace of 
economic development.” ❐
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 develop ScOREcARD

A lthough the world is 
going through some 
tough economic 

times, there are still 
companies that post 
astonishing growth.

Fortune magazine 
has published its list 
of the fastest growing 
companies in the world.

We take a look at the 
top 20 companies’ profit 
growth.

Scorecard
NUMbERS THAT MAKE SENSE

THE wORLD'S FASTEST GROwING COMPANIES

The	genius	of	the	
economic	machine	
is	in	its	ability	
to	convert	these	
indulgences	into	
profitability.	It	
converts	desire	into	
attention,	a	grip	
on	our	eyeballs	
and	eardrums,	
which	in	turn	can	
be	marketed	to	
advertisers.	

Todd Gitlin

Rank Company Industry Fastest growing 
rank

Earnings growing 
rank

1 Cirrus Logic Technology 2 450%

2 IAMGOLD Mining 47 421%

3 HFF Real estate 5 341%

4 Silver Wheaton Mining 1 340%

5 Coherent Technology 55 325%

6 3D Systems Technology 12 272%

7 Pam American Silver Mining 23 241%

8 United Therapeutics HealthCare 25 195%

9 BorgWarner Industrial 64 189%

10 Bridgepoint 
Education Education 16 187%

11 Netgear Technology 45 131%

12 Broadcom Technology 78 126%

13 Northern Oil and 
Gas Energy 7 122%

14 RPC Energy 10 121%

15 Hollysys Automation 
Technologies Technology 42 110%

16 TTM Technologies Technology 38 105%

17 NetApp Technology 72 102%

18 IPG Photonics Technology 9 100%

19 Baidu Technology 3 99%

20 Cymer Technology 68 99%
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Don’t be misguided - 
value businesses realistically and be 

profitable every time.

I find the logic in some of the valuations I get to see in practice 
staggering. The value of an entity or business is what you can get 
out of it.  You cannot take revenue of a business and leave the costs 

of generating the revenue in the business. You cannot take earnings 
out of a business without maintaining the productive capacity of the 
operation - unless you want to run it into the ground. You cannot 
take EBITDA out of a business: who will pay the tax? Who will pay 
the interest owing on the borrowings?  How can you run a business 
without replacing assets or investing in working capital?  And yet I 
see valuations based on revenue (e.g. 20 times monthly revenue for 
a restaurant), earnings (a PE ratio of 4 in Johannesburg or 6 in Cape 
Town) and 4 x EBITDA (why not 5?) all the time.

If you are asked to value a private company for a client who is 
interested in buying it, you should identify what your client can get out 
of the company immediately, as well as over time.

If the company is better off dead than alive, the client could 
liquidate the assets, pay the liabilities and outstanding taxes and 
withdraw what is left over. This is what the company is worth in 

Charles 
Hattingh  

The Amateur Analyst: Illogical valuations

Viewpoint
EvERYTHING YOU NEED TO KNOw AbOUT ISSUES THAT MATTER TO YOU THE MOST

these circumstances after deducting withholding tax on the dividend 
distributed, if any.

If the company gives good value as a going concern, you should 
determine what could be taken out of the company without affecting 
its business (non-core resources), and what could be taken out of the 
operating activities going forward (free cash flow).

Free cash flow is earnings after tax adjusted for non-cash flow 
items such as depreciation; less capital expenditure to replace 
operating capacity and less working capital to facilitate growth. Where 
cash needs to be retained to rectify an over-borrowing situation, this 
will go to reduce free cash flow. If capital expenditure and working 
capital can be financed by borrowings, where it is the company’s policy 
to do so, free cash flow can be increased by the amount used to fund 
the assets.

Whenever I criticise valuations based on revenue, earnings or 
EBITDA, I am told: “This is how it’s done in practice”. My answer 
always is to do it the right way and compare your calculation to the 
‘how it’s done in practice way’. If the ‘how it’s done in practice value is 
too high and you are the buyer, walk away from the deal. If the ‘how 
it’s done in practice value is too low take the deal. If you do the job 
properly, you will always win. The mindless follower of conventional 
wisdom will win only half the time. The independent thinker will win 
every time. ❐

 develop VIEWPOINT

Kevin Phillips CA(SA) 
Is the 

Managing 
Director of 
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Mark Bunting CFA CA(SA) 
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companies. 

Stanford Payne CA(SA)
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Eamonn Ryan 
LLB (Hons) 

Is a Business 
Journalist and Experienced 

Business writer. 
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T here has been, for some 
years now, serious 
disagreement in theoretical 

finance about the nature of 
investor decision-making. 
In an upending of the usual 
formulation of Sayre’s Law, this 
particular academic argument 
is vicious, precisely because the 
stakes are so high.

There are two main sides in 
the debate. This is how a finance 
professor might respond, if a 
junior postgraduate student 
asked about it. Firstly, there is 
traditional finance, in which 
it is assumed that people 
make investment decisions 
in conformity with the von 
Neumann-Morgenstern axioms 
of utility theory, and Bayes’ 
formula.  

Secondly, there is 
behavioural finance. It assumes 
nothing of the sort. Instead, 
investors display Friedman-
Savage double-inflection utility 
functions, and make decisions 
in accordance with Kahnemann-
Tversky prospect theory. Oh, 
and they also satisfice (this 
is not a spelling mistake) 
under conditions of Simon 
(1957) bounded rationality. 
[Understand? Student suddenly 
remembers urgent appointment, 
and makes a run for it.]

Have sympathy for that 
student: this explanation is 
useful only as an illustration 
of why he will probably spend 
his first postgraduate year 
wandering around campus in a 
semi-permanent state of dazed 
confusion. For our purposes, 
we’ll stick to plain English. The 
position in traditional finance: 
investors are rational. In 

behavioural finance: investors 
are their own worst enemy.  

In traditional finance, people 
are cold, calculating analytical 
machines. In the behavioural 
version of events, they are 
chaotic and emotional, and 
prone to a colourful collection 
of human failings. Investors 
are overconfident, excitable 
and lazy. Lots of things frighten 
them: regret, loss, change, doing 
statistics. They frequently make 
shockingly poor investment 
decisions.

Award round one to the 
behaviouralists. It’s pretty clear 
that their description of human 
nature sounds about right. But 
the traditionalists do not give up 
so easily. They say that individual 
irrationality may be rife in 
financial markets, but it does not 
reign supreme. Instead, there 
are forces that keep it in check, 
and even if market equilibrium 
is sometimes shattered, it is 
always restored. In other words, 
markets are efficient. Problem is, 
the academic evidence for market 
efficiency is famously ambivalent. 
So, round two is a draw.

As for round three, there is 
one fundamental part of finance 
in which behaviouralists have, 
so far, failed miserably and 
unambiguously: they have no 
asset pricing models with the 
mathematical elegance of those 
in traditional finance.

So neither side has yet 
emerged as a clear winner. 
Thus, back in the real world, 
finance professionals are left 
applying an awkward hybrid of 
the two theoretical positions, and 
investment finance remains as 
much an art as it is a science. ❐

Mark 
Bunting 
Are investors rational? 

Are investors coldly logical, rational decision-
makers, or are they scarily prone to emotional 

reactions, overconfidence and sheer laziness…?

C harles Handy penned the term Portfolio Life in the 80’s, 
which is to have: "a portfolio of activities - some you do 
for money, some for interest, some for pleasure, some 

for a cause... the different bits fit together to form a balanced 
whole greater than the parts".  You effectively manage 
your time and efforts to achieve better balance between 
work, home and leisure through experiencing variety and 
independence. 

I offer some pointers below to create and define your 
‘portfolio life’, just like our own Ernie Els has by being 
a golfer, wine estate owner, charitable spokesperson, 
restaurateur and property developer.
Step 1: Purpose - is to connect to what is most important in 
your life. Think, what makes you happy on a day-to-day basis. 
Define your purpose through what you love doing. Inspire 
yourself. Your purpose is your own vision and mission in life, 
your legacy. 
Step 2: Operation goals – are those dreams that need to 
materialise to achieve your Portfolio Life. Be specific and refer 
to the SMARTER-goals-tool on www.spcoaching.co.za. These 
specific goals will cumulatively add up to having the ultimate 
life you want.
Step 3: Current reality – is an audit on where you are 
now, basically your own SWOT analysis. Think about all your 
resources, your strengths, weaknesses, opportunities, threats, 
everything. If you know where you are and know where you 
want to be, it is easier to plan and manage to get there. 
Step 4: Explore alternatives – as a brainstorming 
exercise.  Consider all your options to fulfil your purpose. 
As you brainstorm, don’t eliminate anything. Think outside 
of the box. You can never have too many options. The more 
ideas, the better chance you have at achieving your goals, as 
you would have considered all angles. More options also mean 
that you potentially have Plan Bs and Cs if and when needed.
Step 5: Energy and action – is to set the targets and take 
your first steps. Reward yourself, motivate yourself and stay 
focused. Start with ‘low hanging fruit’. This will build your 
confidence and momentum towards implementing more of 
your options.

Some options will fail but if you make peace with that 
beforehand, each failure is a step closer to the real deal.

Now, don’t just think about the ideal portfolio life, go out 
and live YOUR Portfolio Life. And let me know how it goes. ❐

Stanford Payne
5 STEPS TO YOUr ‘POrTFOLIO LIFE’ 

Taking a step by step approach to creating 
a life for yourself that is balanced across 

achievement and fulfilment. 
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b ut there’s another kind of performance we like to keep 
in mind: the performance delivered by an orchestra, the 
beautiful teamwork that underpins a seamless, enriching 

musical experience. There are no winners or losers at a concert 
- but if you do it right, everyone leaves feeling that their lives 
just got a little better. A business that’s in it for the long term 
should have the same goal: that every customer feels the world 
is better with you in it. 

One of the insights of the orchestra analogy is that an 
orchestra can’t perform without a conductor – and we like to 
think that accounting and finance departments operate like 
conductors for business. 

In an orchestra, the overall strategy and goals are set 
by the composer of the music. After that it’s the conductor, 
during the performance, who has a comprehensive view 
of what’s going on and who can provide the feedback the 
orchestra needs to keep working in harmony.  It’s the 
conductor who sets the pace, monitors what’s going on and 
lets people know when and how to adjust their performance 
for the best results. 

In just the same way, while the strategy and goals of a 
business are established by the directors, it’s the finance 
department that has the clearest day-to-day grasp of what’s 
going on. With that view, it’s the finance people who will 
almost always be first to spot when someone is out of tune, 
rushing ahead or lagging behind the pace – and be able to give 
them the feedback they need to correct it. 

The more dispersed an organisation is, the more 
important this function becomes. A string quartet doesn’t 
need a conductor because everyone can see and hear exactly 
what everyone else is doing – but there’s no way an orchestra 
could succeed that way. When the violin can’t see the oboe and 
neither can see the percussionist, you’re headed for trouble.

One of the key lessons of this analogy is just how 
important it is that your information be timely. There’s no 
point pushing the sales team to beat their targets if there’s a 
production bottleneck at your factory that means you can’t 
deliver on time. How good are your tools at giving you the 
information you need, when you need it? ❐

F or years it was a given 
that successful companies 
know what they’re doing. 

With the results to prove 
it, these businesses feature 
astute leadership, tested 
business models and a sound 
understanding of their markets - 
but as often as not see little profit 
in engaging wider than their 
shareholders and customers. But 
we’ve entered an era in which 
changes of all kinds – economic, 
political, technological, social 
and regulatory – are speeding 
through and disrupting 
established realities. At the same 
time the penny has dropped 
that companies can no longer 
operate in self-absorbed isolation 
from the communities and 
environments in which they do 
business. The global economic 
shocks of recent years and 
intensifying social and media 
scrutiny have shown many 
corporate titans to be out of 
touch with broader society – 
and even their own convoluted 
products.

One outcome is the 
introduction of integrated 
reporting – intended to cut 
through the fog of corporate 
‘spin’ and lack of social and 
environmental accountability 
– with a key component being 
the concept of ‘stakeholder 
engagement’.  For decades 
the only stakeholders taken 
seriously were shareholders, 
regulatory authorities, analysts 
and customers, but growing 
statutory and social pressure for 
‘sustainable business’ is widening 
the scope to include employees, 
local communities and interest 
groups affected by the company’s 

activities.
Again, as with most 

aspects of integrated reporting, 
stakeholder engagement 
that goes beyond box-ticking 
delivers a spread of competitive 
advantages. In effect, it’s a risk 
management and intelligence 
exercise that can also provide 
early information for reacting 
quickly to emerging trends 
in today’s volatile markets. 
Stakeholder input should be 
analysed and channelled into 
company opportunities and 
risks when evaluating strategy. 
It is vital to prioritising the 
‘materiality’ of what business 
and social aspects companies 
should report, and downscaling 
issues that are peripheral to 
their stakeholders and markets. 
Stakeholder engagement reveals 
what value stakeholders perceive 
the company to offer, encourages 
their ‘buy in’ for projects and 
helps build the brand. Although 
‘old school’ executives may yet 
regard stakeholder engagement 
as a waste of management focus 
and money, time and again 
stakeholders point out where 
costs can be cut and services, 
processes and products improved 
or removed.  Stakeholder 
engagement is fast becoming a 
mainstream business practice 
that aligns companies with 
societal needs and keeps them 
informed and sustainable in 
turbulent markets.

The bottom line: 
managements must start 
spreading the love beyond their 
traditional circles and capitalising 
on the material benefits to be 
gained. Or they’ll be left behind 
with the dinosaurs. ❐

Kevin Phillips
OrCHESTrATINg grEAT bUSINESS PErFOrMANCE 

Clive 
Lotter

Stakeholder engagement – the ‘new normal’ 

When people think of business performance, 
they usually turn to sports metaphors: 
the sprints, the training, the teams, the 
superhuman effort that leads to victory.

Spurred on by King III, stakeholder engagement 
is an invaluable tool for keeping businesses 

current and getting into shape for sustainability.
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U nit trusts or exchange 
traded funds (ETFs) are 
most commonly quoted 

as the place to begin for novice 
investors wanting to start a 
modest savings plan – the 
former for their familiarity and 
the latter for their lower costs.

However, financial advisers 
seldom promote the ETF ahead 
of the unit trust - simply because 
ETFs are designed to be low-cost 
introductions to the investment 
market with commission 
structures unlikely to match 
other investment products.

However, you should insist 
on them when consulting with 
your broker. This advice is 
offered by Brett Landman, joint 
CEO of Satrix, the originator of 
the first ETFs in South Africa 
and one of seven issuers today. 
Better still, you can purchase one 
directly or online through your 
stockbroker, bank or directly 
from an issuer such as Satrix.

They’re low cost, you can 
commence saving with modest 
amounts and they’re simple to 
understand and manage.

Leanne Parsons, Head 
of Equities Trading at the 
Johannesburg Stock Exchange 
says: “One of the major 
features of ETFs is that as listed 
investment products, ETFs 
allow investors to spread their 
investment risk by tracking 
the performance of a basket of 
shares, bonds or commodities 
that form part of an index.” 

South Africa currently has 
a range of 36 ETFs on offer, all 
listed on the JSE and regularly 
updated through quarterly 
rebalancing. These ETFs cover a 
variety of asset classes, thereby 

allowing an investor the benefit 
of diversifying their investments 
across shares, bonds and 
commodities, and in so doing, 
reducing their risk or exposure 
to a single asset class.

In the case of both unit trusts 
and ETFs, investment plans are 
available that enable the investor 
to invest a minimum lump sum 
of R1000, or via a monthly 
debit order starting at about 
R300. With ETFs, unlike unit 
trusts, commission is only paid 
if you use an adviser instead of 
investing directly yourself.

The ease with which 
ETF owners can track the 
performance of their investment 
on the JSE website and trade 
that investment at any time 
during trading hours makes 
ETFs accessible to all potential 
investors and ensures total 
transparency of price. ❐

Eamonn 
Ryan

For the novice investor – start simply with ETFs 

ETFs are the most intuitive and transparent 
investment products for inexperienced investors 

– and paying commissions is optional.

LOCAL INVESTOrS HAVE THE 
FOLLOwINg OPTIONS wHEN 
IT COMES TO ETFS:
•  Equity ETFs (such as the 

Satrix 40 which tracks the 
top 40 companies on the 
FTSE/JSE Top 40 Index) 

•  International Equity ETFs 
(such as dbx-trackers 
MSCI World Index) 

•  Dividend ETFs (such as 
Satrix Divi that tracks 
companies with the best 
dividend policies) 

• Bond ETFs 
• Property ETFs 
•  Commodity ETFs (such as 

NewGold, which tracks the 
rand price of gold) 

• Currency ETFs.
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Business rescue
POTENTIAL OBSTACLES TO EMPLOYEE REdUCTION

business rationalisation, realignment, recovery, rescue… the intention is the 
same, but the degree of intensity and urgency may change.

T his article discusses the situation where a company 
has been given a lifeline of an approved Business 
Rescue Plan but has to balance the need for 

speed by having to engage in negotiation for reducing 
employment. 

As early as 1922, South Africa, in its new 
Companies Act, was admirably the second country 
in the world to offer some recovery strategy through 
statute. But judicial management was never really 
effective and the subsequent new Act of 1973 did little 
to enhance business recovery.

The watershed case of Le Roux Hotel Management 
vs. East Rand (2001) supported a view that judicial 
management under previous Companies Acts was too 
conservative, and that a new and more progressive 
Companies Act was required to give failing companies a 
better chance of restoration.

A triumvirate of business fraternity, legal counsel 
and government came together to most admirably 
recognise the importance of a new Companies Act 71 
of 2008, and regulations in 2011 which gave stressed 
but potentially viable businesses the time and space to 
recover.

Chapter 6 of this Act (Sections 128-155) is a 
bold attempt to emulate similar jurisdictions in 
sophisticated economies, like the USA, with its Chapter 
11. It provides a mechanism for recovery through 
a Business Rescue Plan (“Plan”), to be headed up 
by a duly appointed Business Rescue Practitioner 
(“Practitioner” – most likely a registered chartered 
accountant or lawyer).

Chapter 6 defines business rescue as “proceedings 
to facilitate the rehabilitation” of a financially stressed 
company, in the interests of affected persons, defined 
in S.128(1) as “shareholder, creditor, registered trade 
union representing employees of the company,  - - - 
employees - - -not registered by a registered union - - ”

Section 128(1) (f) defines a stressed company as 
one unlikely in the next six months to pay its maturing 
debts, or likely to go insolvent. Six months is not a long 
time in any business, and such a company certainly 
does not have the luxury of time on its side.

Chapter 6 is a detailed embellishment of earlier-
stated purposes of the Act, this being to   “-- provide 
for the efficient rescue and recovery of financially 

distressed companies, in a manner that balances the 
rights and interests of all relevant stakeholders - -” 
(S.7(k). “Stakeholders” is not defined but would include 
shareholders, creditors and employees.

The Practitioner has considerable powers under 
Chapter 6. Essentially, anything that is not illegal is 
possible in a business plan. This is its strength, giving 
considerable scope to doctoring a company back to 
health. Apart from immediately giving a moratorium 
on legal action against the company (Section 133) and 
permitting temporary suspension of legally binding 
commitments (Section 136(2)(a) it also gives scope for 
the cancellation of any existing legally binding contract 
or parts thereof (Section 136(2)(b)).

However, the significant exception is in Section 
136(1)(a) that notes that “ - - employees - - continue 
to be so employed on the same terms and conditions 
- - -” effectively protecting employees. For them it is 
business as usual – assuming the company survives.

The new Act essentially seeks to encourage 
employment, and any socially responsible citizen would 
surely have no issue with this.

If the Plan attempts to retrench employees, Section 
136(1)(b) notes that this is “… subject to section 189 
and 189A of the Labour Relations Act, 1995”, this 
being the enforced and consultative process required to 
change employee rights. This is a critical area where the 
practitioner cannot act robustly to reduce costs.

Labour dispute can notoriously drag out for 
months, a time-span that, in normal circumstances, 
could stretch well past a window of opportunity for a 
company to claw its way back to sustainability.

So, immediately the law - in its protection of 
employees - appears to hinder a potential rescue 
process. Chapter 6 then goes further in empowering 
employees.  Section 144 gives employees the right to be 
formally consulted and it is essential that a practitioner 
does so, failing which, the Act is transgressed and the 
plan can be annulled. 

Section 148 requires the practitioner to formally 
meet employees within ten working days of being 
appointed, and thereafter to consult, listen to their 
concerns and find common ground.

At this juncture then, let us focus attention on an 
apparent conflict between:

Labour	dispute	
can	notoriously	

drag	out	for	
months,	a	
time-span	

that,	in	normal	
circumstances,	

could	stretch	well	
past	a	window	of	
opportunity	for	a	
company	to	claw	

its	way	back	to	
sustainability.



• the strongly entrenched protection of employees 
• the need for fast remedial action. 

How is it practically possible to reduce 
employee costs in a critical business rescue 
time frame?
One encouraging part of the Act right up front in 
section 5 states that “the Act must be interpreted and 
applied in a manner that gives effect to the purposes 
set out in Section 7” including 7(k)  “… efficient rescue 
and recovery…”.

Case law supports this, for example Southern Place 
Investments vs. Midnight Storm, giving legislative 
preference in favour of the Act’s intention. The Act 
clearly wants the business rescue process to be acted on 
expeditiously with Section 129 setting some challenging 
time limits to get the process going. Section 132(3) 
alludes to a three month period being a reasonable 
period for plan implementation. For most business 
rescues, this would be extremely challenging. And then, 
as noted, the practitioner must meet employees within 
ten days of appointment, so again the Act appears to be 
injecting a sense of urgency.

So, we are a little closer to finding comfort in law. 
Whilst the Act does protect employees and insists on 
normal due process, it strongly encourages timely 
action. It is early days yet into this new paradigm, and 
time will tell how much weight will be given to acting 
fast versus due Labour Relations Act processes.

Perhaps it requires just such a crisis to get 
two opposing parties to co-operate when, in more 
favourable circumstances, they may focus more on 
divergence than convergence, even dragging things out 
as a bargaining tool (arbitration, strikes, lock-outs etc). 

cPD VERIfIAbLE - 30 MINUTES

Assuming that both employer and employee actually 
do want the business to succeed, both parties must 
concede on at least one common point: they have to act 
quickly and find common ground, failing which both 
parties cease to exist. Too much self-interest may be 
self-destructive. 

The convergence of interests therefore must be the 
focus of a rescue practitioner. The practitioner is not a 
servant of the employer only, even if recommended by 
the Board, but rather a facilitator to achieve one of the 
expressed purposes of the Act – business rescue.

Nevertheless, for this article I am assuming that the 
practitioner is synonymous with employer.

EMPLOYEr
Firstly, the Board has to take a responsible and 
timeous decision in requesting a business rescue plan 
and the Act can punish individual members if they do 
not, by holding them responsible for negligence in not 
taking appropriate action in time (Sections 76-7).

Once having taking this decision, Chapter 6 
kicks in and requires urgent time scales to be met in 
appointing the business rescue practitioner, and the 
notification and involvement of affected parties. The 
practitioner “ - - has the responsibilities, duties, and 
liabilities of a director of the company, as set out in 
sections 75 to 77” so must act diligently, failing which, 
the same punishment can be meted out.

Practical sense dictates that the practitioner must 
get a grasp of understanding the crisis as quickly as 
possible, come up with a plan, and submit this to the 
company, the Court, and to affected parties. As noted, 
any dismissal of employees requires strict compliance 
with the LRA and its due processes and there is no 
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compromise on this. 
The practitioner must therefore communicate with 

employees or their representatives as fast and logically 
as possible, giving reason for employee reduction, all 
alternatives considered, and show business logic why 
retrenchment is the best option. Section189 (2) of the 
LRA is very clear, dismissals for operational reasons 
require a “meaningful joint consensus-seeking process 
and attempt to reach consensus”. 

It further acknowledges retrenchments for 
operational reasons as defined in Section 213 
meaning requirements based on (1) economic, (2) 
technological, (3) structural or (4) similar needs of 
an employer. 

A company in severe financial stress surely has 
extreme economic needs (not necessarily labour 
related), and the plan may create new structures 
that can reduce the number of people. “Similar 
needs” covers endless possibilities. Whatever the 
circumstances, fair dismissal ultimately comes 
down to substantive and procedural correctness and 
fairness. 

This then requires consultation and discussion 
and good, honest communication around questions of 
why and who and when, failing which the process can 
be ruled as flawed. 

For the employer then the Golden Rule is to be 
substantively (“operational” reasons) and procedurally 
(communication and compliance with law) correct.

Ultimately, the unique circumstances of the 
company and its rescue plan will present alternatives 
and the employer is going to have to prove beyond 
reasonable doubt that the plan has no reasonable 
alternatives but to cut out employees.  

To offer a crude analogy, no one would like to 
have a limb amputated, and one would have to be 
extremely convinced to do so if the avoidance of it 
threatens the whole body. Hopefully this reasoning 
will convince labour representatives and both parties 
can move on in the best holistic interests of the 
company’s stakeholders.

Some tick-boxes for the employer could include:
☐  Understand the strict requirements of the law, 

balancing the latest statutory recognition and 
encouragement of business rescue with the 
entrenched rights and protection of labour 

☐  Explore rigorously the alternatives for operational 
improvement, hopefully finding preference to 
trade out of trouble as opposed to pruning back the 
business

☐  If all else fails, come up with compelling reasons 
why the only alternative is to retrench, hopefully 
temporarily

☐  Be very clear in negotiations with employees that 
you recognise and have sympathy with their rights, 
and convey the message why it has to be in the 
interests of the business and hopefully surviving 
employees to retrench

☐  It will greatly assist if not only “labour” feels the 
pain, but so too do other stakeholders, including 
management

☐  If at all possible, go beyond minimum statutory 
severance pay, and find other ways to alleviate the 
pain for employees (alternative work within the 

group if this exists, counselling, generous reference 
letters, priority of re-employment later)

☐  At all times engage in dialogue in a transparent 
and fair manner

☐  Emphasise the critical time constraints and the 
need to avoid delaying processes that can lock in 
both parties and thereby prejudice the rescue

☐ Be pragmatic.

But even if the employer is pedantically correct 
and fair, it takes two to reach accord. What is the 
responsible action of the employee (representative, 
union)?

EMPLOYEE 
Their first objective is obvious, and perfectly 
reasonable, to keep their jobs. Employees have much 
to lose if they do not challenge the reasons why any 
business plan seeks to retrench for operational or “no 
fault” reasons when there could be some better plan. 
Certainly employees have the full force of the law in 
fairly protecting their position, as noted above and 
supported in common law. For example, The Atlantis 
Diesel Engine ruling rejected previous bona fides and 
superior judgement of the employer (management), 
and brought into consideration things like fairness 
and measure of last resort.

Ultimately though, any employee survival is 
better than wipe-out, and if the business rescue plan 
is substantially credible and fair, it would be churlish 
and foolish for responsible employee representation 
to object for too long, thus prejudicing the extremely 
vital consideration of the fastest possible plan 
implementation.

Some suggested tick-boxes for employees:
☐  Recognise that an impartial court has adjudged 

that the company is distressed and a business 
rescue plan required; this was not the sole 
prerogative of management

☐  Recognise that the appointed rescue practitioner 
is required by law to be impartial and  “balance the 
rights and interests of all affected parties”

☐  Know that this is no boss/worker conflict. It has 
gone beyond that

☐  Know that the practitioner is obliged to explore 
all alternatives to retrenchment so any proposed 
retrenchments are probably necessary, but 
certainly worth review

☐  Engage as quickly as possible in dialogue, avoid 
intermediaries, and immediately agree on critical 
time-frames

☐  Know that in a liquidation process, there are lesser 
employee rights

☐  Compare the potential outcome for employees of 
recovery vs. liquidation

☐ Be pragmatic.

bOTH PArTIES
Recognise that: 
• healthy companies employ people 
• sick companies have  limited time to recover 
• a Business Rescue failure has no winners. ❐

Author: Howard Cooke CA(SA) is a Financial Consultant.



WHEN PRIVATE COMPANIES BECOME

‘regulated’
The new Companies Act has a sting in the tail for private companies, 
which may be ‘regulated’ in particular circumstances. 

T his article is aimed at company secretarial 
practitioners who handle company secretarial 
work for private companies. The Companies Act 

2008 is quite different to the previous Act in regard to 
regulated companies and affected transactions in that 
a private company can now be defined as a regulated 
company, resulting in additional administrative 
requirements. There is confusion as many 
practitioners don’t know about these requirements 
and in the case of numerous smaller companies, there 
is probably no compliance. 

The law in regard to the Takeover Regulation 
Panel (TRP) and all the situations requiring 
involvement from the panel is highly complex 
and in the case of private companies, somewhat 
of a surprise. This article does not deal with the 

TRP in detail, but discusses situations when 
private companies fall within the scope of the TRP 
regulations.  

One needs to ask the question in regard to this 
part of the law - was it really necessary to apply 
this complex and costly compliance to the smaller 
company, especially as a reason given for the new 
Companies Act was to make the administration 
burden easier and quicker? The TRP charges R3 420 
per hour for work done.

THE TAKEOVEr rEgULATION PANEL
For more information on the Takeover Regulation 
Panel refer to its website www.trpanel.co.za . An 
extract reads: “The Companies Act 71 of 2008 (the 
Act) which became effective on 1 May 2011 brings 

cPD VERIfIAbLE - 15 MINUTES
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about new changes in the regulation of mergers and 
takeovers of companies. The Act created the Takeover 
Regulation Panel (TRP) in terms of section 196 to 
replace the Securities Regulation Panel (the SRP) 
which was established in accordance with Chapter 
XVA of the Companies Act No. 61 of 1973.

The TRP will perform the same functions as 
those which were performed by the SRP.  In terms of 
section 201 of the Act, the TRP is responsible to:
•  Regulate affected transactions and offers (as 

defined in the Act);
•  Investigate complaints with respect to affected 

transactions and offers;
•  Apply for a court order to wind up a company in 

appropriate circumstances;
•  Consult with the Minister in respect of additions, 

deletions or amendments to the Takeover 
Regulations.”

S 119 deals with the purpose of the take-over 
regulation panel and advises that practitioners must 
not consider the commercial advantages or 
disadvantages of any transaction or proposed 
transaction. They have to ensure the integrity of 
the marketplace and fairness to the holders of the 
securities of regulated companies. Practitioners 
must ensure that all the holders of the shares get all 
the necessary information to allow them to make 
fair and informed decisions, as well as enabling 
the shareholders of regulated companies to have 
adequate time to obtain the necessary advice with 
respect to offers. The take-over regulation panel must 
prevent actions by a regulated company designed to 
impede or frustrate or defeat an offer, or the making 
of a fair and informed decision, by the holders of that 
company’s securities.

AFFECTED TrANSACTION
S 117 to s 127 and the takeover regulations do 
not apply unless a transaction is an affected 
transaction or an offer as defined in s 117.

S 117(1)(c) is the cornerstone definition of the 
takeover regime. It provides that an affective 
transaction means:
•  A transaction or series of transactions amounting 

to the disposal of all or the greater part of 
the assets or undertaking of a “regulated 
company” as contemplated in s 112, other than in 
an approved business rescue plan (See s118(3) - 
this disposal refers to the assets only). The assets 
must exclude liabilities and be greater than 50% 
of the assets of the company, which must be fairly 
valued

•  An amalgamation or merger as contemplated 
in s 113, if it involves at least one regulated 
company i.e. subject to s 118(3)  

•  A scheme of arrangement between a regulated 
company and its shareholders as contemplated 
in s 114 i.e. subject to s 118(3). A re-acquisition 
of shares or buyback is included in a scheme of 
arrangement if more than 5% of the shares are 
re-purchased. 

bUYbACK OF SHArES
For obvious reasons, many smaller companies do a 

buyback of shares instead of paying a dividend. In the 
case of share buy backs that constitute more than 5% 
of a share capital class, this falls within the definition 
s 48 (8) (b) of an affected transaction. Therefore s 
114 and s 115 kick in with full TRP compliance being 
necessary, despite the size of the company. The 
Companies Act 2008 does not differentiate between 
large and small companies as far as s 114 is concerned. 
On the face of it, it seems that even small companies 
have to comply with expensive administration in that 
they have to appoint independent experts. 

S 48 (8) (b) says that subject to the requirements 
of s 114 and s 115, if considered alone or together in a 
series of buyback transactions, which amount to more 
than 5% of any particular class of share capital, then 
this transaction has to be conducted in terms of s 114 
and s 115.  This means that it falls within the definition 
of an affected transaction, which also means that 
a private company could be classified as a regulated 
company. 

rEgULATED COMPANY
We need to understand the definition of a regulated 
company. The takeover provisions in sections 117 
-127 only apply to a regulated company.

A regulated company is defined in terms of 
s117 (1) (i) as a company in which Part B, Part C and 
the Takeover Regulations apply as determined in 
accordance with s 118(1) and (2). This means that in 
terms of 118 (1) and 118 (2), various types of company 
are specified as a regulated company and under 
certain conditions a private company falls within the 
definition of a regulated company.

Section 118 (1) states that the provisions of the 
Companies Act and the takeover regulations will 
apply with respect to an affected transaction or an 
offer involving a profit company or its securities if the 
company is:
• A public company
• A state owned company
•  A private company, only if its MOI expressly 

provides that the company and its securities 
are subject to Part B and Part C of the Takeover 
Regulations and if more than the prescribed 
percentage currently (10%) of its issued securities 
have been transferred (other than between related 
or interrelated persons) within the 24 month 
period before the date of a particular affected 
transaction or offer. 

The definitions of ‘related’ and ‘interrelated’ in s 2 of 
the Act have a major bearing on whether a private 
company becomes regulated or not. It is important 
that we understand what related and interrelated 
means.  With regard to individuals, a related party 
would be a relationship within two degrees of 
consanguinity or relationship steps. As examples, 
brothers are considered related, but cousins are not, 
as there are more than two relationship steps between 
the cousins.  

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



are outsiders. If the transaction in question is ‘affected’, 
it would make the company a regulated company.

In a private company, if securities of 10% or more 
were transferred within the last 24 months to an 
unrelated party, this does not necessarily make the 
company a regulated company.  It only becomes a 
regulated company if there is an offer or proposal for 
an affective transaction in terms of s 112 s 113 and s 114. 
It is at this point that the company becomes a regulated 
company and has to comply with all necessary 
requirements and make the relevant applications to the 
TRP.

rEPOrTINg Or APPrOVAL rEQUIrEMENTS
S 121 clearly and directly applies the takeover 
provisions of the Act to affected transactions and offers 
by providing that any person making an offer:
•  Must comply with all the reporting or approval 

requirements as set out  in Part B and Part C of the 
Takeover Regulations (except to the extent that the 
panel has exempted them from any requirement)

•  Must not give effect to an affected transaction 
unless the panel has issued a compliance certificate 
with respect to the transaction (or granted an 
exemption for the transaction).

The question that arises in this situation is: what 
happens if a private company falls within the definition 
of a regulated company and does not make the 
necessary application to the TRP due to ignorance. 
What now? In terms of s 121 (b) any person making an 
offer or proposal cannot give effect to the transaction 
unless the TRP issues a compliance certificate or 
an exemption. There could be dire consequences if 
compliance has not taken place and parties wish to 
get out of their obligations. This area poses a grave 
potential risk for secretarial practitioners and company 
secretaries who do not advise companies correctly.

EXEMPTION
The panel in terms of s 119 (6) may wholly or 
partially and conditionally or unconditionally 
exempt an offeror or an offer to an affected transaction 
from the application of any provision of Part B 
and Part C or the Takeover Regulations if:
•  There is no reasonable potential of the affected 

transaction prejudicing the interest of an existing 
holder of a regulated company’s securities

•  The cost of compliance is disproportional, relative to 
the value of the affected transaction

•  If doing so is otherwise reasonable and justifiable 
in circumstances having regard to the principle 
and purposes of Part B, Part C and the Takeover 
Regulations.

There is a process whereby a smaller company can make 
application for exemption and all the shareholders need 
to sign a waiver. The TRP will consider the application 
and levy a cost of R3 420 per hour. In all likelihood the 
exemption will be granted, but at an exorbitant cost. 

CONCLUSION
I believe that this new legislation affecting private 
companies is ‘overkill’ and places a huge burden of 
administration onto both companies and regulators.    
A better solution needs to be found. 

Perhaps what should happen is that, provided 
all the existing shareholders of the private company 
agree, they should sign a document or form to the 
effect that no shareholder is prejudiced by the affected 
transaction. There should be no cost or perhaps only 
a nominal cost associated with this filing. Once the 
form is filed, then automatic exemption is granted to 
the private company and the TRP won’t need to spend 
unnecessary time on it. ❐
Author: Mark Silberman CA(SA) is Managing Director, Accfin 
Software.
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T he Financial Advisory and Intermediary Services 
(FAIS) Act, promulgated in 2002, stipulates 
who is permitted to give financial advice, what 

capacity they may give advice in, as well as what 
advice may be given and the terms the advice is given 
in.

Since then many ‘advisors’ are knowingly 
or unknowingly offering financial advice in 
contravention of the Act. In this article, I highlight the 
most significant criteria to be complied with to legally 
offer financial advice.

wHAT IS FINANCIAL ADVICE?
The definition of financial advice in the FAIS Act 
is very broad and includes: “any recommendation, 
guidance or proposal of a financial nature furnished 
by any means or medium to any client or group 
of clients… irrespective of whether such advice is 
furnished in the course of, or incidental to, financial 
planning in connection with the affairs of the client or 
results in any such purchase, investment, transaction, 
variation, replacement or termination, as the case may 
be, being effected”.

It is therefore clear that even if there is no 
conclusion of business, non-compliant advisors will be 
contravening the Act if giving ‘advice’.   

rEQUIrEMENTS FOr A FINANCIAL SErVICE PrOVIDEr 
(FSP) LICENSE 
Many people are offering financial services without 
having being licenced by the Registrar. In terms of 
Section 7 of the FAIS Act, a person may not act or 
offer to act as a financial services provider (FSP) 
unless they have been issued with a licence in terms 
of Section 8 of the Act. Therefore unless you are an 
authorised FSP or representative and have been 
issued with a licence, you may not give advice or 
render an intermediary service to any client or group 
of clients.

In order to be issued with a licence by the registrar 
in terms of Section 8 of the Act, applicants applying to 
the registrar for authorisation must comply with the 
fit and proper requirements in respect of:
•  Personal character qualities of honesty and 

integrity

ARE YOU CONTRAVENING

the FaIS act?
Financial service providers are breaking the law if not 

registered with the Financial Services board (FSb).

•  The competence and operational ability to fulfil 
the responsibilities imposed by the Act, and

• Financial soundness.

KEY INDIVIDUAL
To obtain a financial service licence, businesses are 
required to have a ‘Key Individual’ that has been 
approved by the Financial Services Board (FSB).  
The key individual must meet the ‘fit and proper’ 
requirements before such appointment and may 
only assume key individual responsibilities after 
approval by the FSB. If the FSP is a sole proprietor, 
the owner will need to be both the key individual as 
well as the representative.

The key individual is responsible for the 
management and overseeing of activities of the FSP 
relating to the rendering of any financial service 
and must ensure that all activities are performed in 
accordance with the provisions of the FAIS Act.
 Among others, the key individual is responsible for 
the following:
•  Managing and overseeing the appointment of 

representatives
•  Managing and rendering of services under 

supervision
•  Managing and overseeing the ongoing 

development and employment of representatives
•  Debarring representatives that have been found to 

have acted fraudulently, or committed any other 
act that gives rise to debarment

•  Continually being aware of the regulatory 
environment in which the FSP functions

•  Being aware of the specific obligations in terms 
of the relevant Code of Conduct and all other 
subordinate legislation

•  Overseeing and managing the compliance function 
as required by the FAIS Act

•  Maintaining of the licence of the FSP, including 
the management of the licensing conditions

•  Taking necessary action if the FSP’s licence lapses
•  Verifying that proper record keeping activities are 

carried out
•  Managing and overseeing/participating in the 

setting up and/or managing the infrastructure
•  Managing and overseeing the requirements that 

It	is	therefore	clear	
that	even	if	there	
is	no	conclusion	

of	business,	
non-compliant	
advisors	will	be	

contravening	
the	Act	if	giving	

‘advice’.
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auditors/accounting officers must adhere to
•  Managing and overseeing the FSP’s adherance 

to the requirements of FICA and other relevant 
anti-money laundering legislation, as these apply 
to the FSP

•  Managing any process required in the event of an 
investigaion by the FAIS Ombud.

EXAMPLE
A simple example of whether advice has been given 
or not can be seen in the following three situations:

A client approaches you, wanting to ensure he 
is making the most of his tax deductions. He asks 
the following questions - which of these will be 
considered as financial advice?

Q1. Will my contributions to a retirement 
annuity be tax deductible?

A. The answer to this question is factual and 
objective - yes or no. In terms of the Act this will not 
be seen as advice.

Q2. How much of my contribution is tax 
deductible?

A. The answer to this question requires 
judgement on your part as well as some guidance.  
You will also need to do a financial analysis after 
taking the client’s affairs into account.   

Q3. Which company’s Retirement Annuity is the 
best?

A. Again this will require judgement, guidance 

and recommendation as well as a financial needs 
analysis for the client. In terms of the FAIS Act the 
answer to this will also fall squarely in terms of 
the Section 1 definition of advice, which inter alia 
states that advice will be: “… any recommendation, 
guidance or proposal of a financial nature furnished, 
by any means or medium, to any client or group of 
clients
•  in respect to the purchase of any financial 

product
•  in respect of the investment of any financial 

product…”.

The second two examples (Q2 and Q3) will 
constitute advice and, as such, the person giving 
such advice will either need a licence to provide the 
advice or be a registered representative of an FSP.

I have highlighted just a few provisions of the 
Act, but it is clear that it has a far-reaching impact 
on the financial advice landscape. FSPs and financial 
advisors must therefore ensure that they are not 
giving advice in contravention of the FAIS Act.

Consolidated is a national financial planning 
practice with offices in Western Cape, Johannesburg, 
Tshwane, Eastern Cape and KwaZulu-Natal.  Bruce 
is based in the Western Cape. ❐

Author: Bruce Fleming CFP, BCom, LLB, Adv Grad Dip (Financial 
Planning) is Executive Head: Private Clients at Consolidated 
Financial Planning (PTY) Ltd.
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are “Free cash FloWs” 
NECESSArILY COLOUrLESS?

Free cash flows are not colourless as they tend to be defined depending on the 
type of free cash flow valuation being performed. 



cPD VERIfIAbLE - 15 MINUTES  fcf inFluence ➲

There	should	be	a	
clear	distinction	
in	the	calculation	
of	free	cash	flows	
and	free	cash	
flow	valuation	
approach.
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I once posed this question to students in an equity 
valuation lecture. The response to this question 
tentacle to a number of issues:

1.  Is there a single valid starting point for 
performing a free cash flow valuation?

2.  What principles govern the estimation of 
components of the free cash flow valuation 
such as the maintenance and expansion of fixed 
assets and the working capital requirement?

3.  What principles govern the free cash growth 
estimation?

4.  Are the definitions of free cash flow universally 
applicable (do they apply to all situations)?

5.  Is there a single discount rate that is widely 
accepted and used for free cash flow valuations?

6.  What is the significance of debt and the related 
interest payment in performing free cash flow 
valuations?

7.  Is net borrowing relevant for free cash flow 
valuations?

In retrospect, I feel I would have asked the above 
question in a different or somewhat direct manner. 
The responses I elicited were intended to show that 
free cash flows are not colourless as they tend to 
be defined depending on the type of free cash flow 
valuation being performed. In this article I will 
address only issues 4 to 7, for the sake of brevity. 

Free cash flow to the firm (FCFF) is cash 
flow available to the company’s suppliers of capital 
after all operating expenses including tax, CAPEX 
and working capital requirement.

Free cash flow to equity (FCFE) is the 
cash flow available to shareholders only after 
all operating expenses including tax, interest, 
net borrowing, CAPEX and working capital 
requirement.

Notably, the above definitions of free cash flow 
are different. The striking difference is that free 
cash flow to the firm deals with gross cash flows 
available to all stakeholders that provided capital, 
and consequently it is calculated before the interest 
and dividend payments. 

On the other hand, free cash flow to equity 
deals with the net cash flow available to the equity 
participants. As a result, it is calculated after 
interest and net borrowing (added). This would 
show the residual cash flows attributable to the 
equity participants. 

There should be a clear distinction in the 
calculation of free cash flows and free cash 
flow valuation approach when these two 
distinct approaches to free cash flow valuation are 
used: 
A.  When FCFF is used in a valuation we would 

value the whole firm. There are two implications 
of this; one is that we use Weighted Average 
Cost of Capital (WACC) (as the appropriate 
discount rate), which represent a minimum 
return required by the providers of capital. 
Discounting cash flows at this discount rate 
give the value of the whole firm. The other 

implication is that we need to subtract the 
market value of debt to obtain equity value. This 
is regarded as an indirect valuation of a firm.

  Note for students: Normally when the approach 
is not specified, we would assume the FCFF. 
Therefore when examiners ask you to prepare a 
free cash flow valuation and the approach is not 
specified, you would assume FCFF valuation). 
If there is no debt either of the approaches yield 
the same result.

B.  When we value the firm using FCFE, we use the 
cost of equity(as the appropriate discount rate) 
which is the required rate of return by equity 
holders. We will get the equity value directly 
using this method and thus there is no need to 
subtract the market value of debt. This approach 
can also be used when there is no debt in the 
capital structure. In any case, the WACC equals 
cost of equity if there is no debt.

TAbLE –SUMMArY OF CALCULATION OF FrEE CASH FLOwS:

FCFF FCFE

Profit before 
Tax(PBT)

20,000 20,000

Plus Non-cash 
charges(Depreciation 
etc)

5,000 5,000

Plus interest expense 
before tax

2,000 No 
adjustment

Before Tax

Cash taxes (200) (200)

Working Capital (1,200) (1,200)

CAPEX (3,000) (3,000)

Net Borrowing No 
adjustment

4,000

Free cash flow 22,600 24,600

CONCLUSION
Free cash flows are thus not “colourless” as they tend 
to be defined based on the approach to be used for 
free cash flow valuation. Therefore the calculation of 
free cash flows to be used  for free cash flow valuation 
depends on whether we are using the free cash flow 
to equity or free cash flow to the firm approach.  ❐

rEFErENCES:
1.  Valuation: Measuring and Managing the Value 

of Companies, Fourth Edition 2005, Tim Koller 
et al

2.  Equity Asset Valuation, Second Edition,2009, 
Jerald Pinto

3.  Tools for Share Valuation, Financial 
Management Lecture for undergraduates, 2012, 
Monash South Africa, Gladman Moyana.

Author: Gladman Moyana CA(SA), RA, is Lecturer at Monash 
University and Managing Partner at Moyana and Associates.
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MErgErS & 
ACQUISITIONS  

CFOs and FMs get more involved beyond 
funding the transaction.

M ergers and acquisitions (M&A) tend to be 
dominated by M&A specialists such as 
lawyers, valuations specialists and investment 

gurus, leaving the funding function for the Chief 
Financial Officer (CFO) and the Finance Manager 
(FM). In today’s changing IFRS landscape CFOs and 
FMs should play a pivotal role from beginning to 
end of a transaction rather than merely organising 
funding. In fact, they should lead the process 
as their absence may be significantly felt post 
acquisition through business combination related 
losses, liabilities, and further cash outflows.

Finance professionals are typically side-lined 
in very technical companies in which the Chief 
Executive Officer (CEO) is also the founder and 
is very technical, for example an IT company in 
which the CEO still does the software coding. Some 

big multinationals have M&A teams which report 
directly to the CEO thus limiting the role of the 
CFO to financing the transaction. Whether you are 
in a big multinational or a small highly technical 
company, as a finance professional, get more 
involved in M&A deals. 

Herewith some of the things to look out for and add 
value as CFO or FM:

CONTINgENT CONSIDErATIONS
Traditionally the purchase price is paid in total 
when the deal is concluded.  To limit the risk of 
buying loss-making entities, the purchase price can 
be paid in stages. A certain amount is paid upfront 
and the remainder in stages when certain targets are 
achieved. Targets can be financial or operational.  
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The seller may also insist on a contingent 
consideration if s/he expects the fair value of 
purchase consideration to fall. For example, if part 
of the purchase consideration is the buyer’s shares, 
the seller can ask for an additional payment if the 
share price falls below a certain level within a given 
period. 

The amount paid in stages after acquisition date 
is the contingent consideration and it forms part 
of the purchase consideration. So, on day one you 
have to fair value the contingent consideration and 
classify the obligation as equity or liability in terms 
of IAS32 Financial Instruments: Presentation. The 
fair value is added to the amount paid upfront to 
get the purchase consideration which will then be 
used to determine goodwill.

If a finance professional is not involved in 
structuring the contingent consideration as part 
of the deal negotiations, there could be undesired 
consequences.  

Contingent considerations are common when 
acquiring owner-managed businesses. The acquirer 
will typically retain the previous owner as part of 
new management. The contingent amount will be 
dependent on certain targets being achieved. For 
commercial reasons, the original owner may be 
required to still be in employment of the company 
when targets are met for him/her to be entitled to 
payment. This condition significantly modifies the 
accounting treatment.

If the whole amount is dependent on the 
seller remaining in employment otherwise he/
she  is not paid, even if targets are met, then 
it becomes an employee benefit rather than a 
purchase consideration. So, instead of fair valuing 
the contingent amount and adding it to purchase 
consideration, one has to expense the contingent 
amount over the period in which the target is 
expected to be achieved.  

One clause in the contract may result in a huge 
income statement charge, thus it is imperative 
for finance professionals to be more involved, in 
order to achieve commercial arrangements while 
minimising the impact on the income statement.  
Armed with the knowledge that requiring the 
seller to be in employment  for the contingent 
consideration to be paid to the seller significantly 
modifies the accounting treatment. The CFO can 
word the terms of the contingent consideration 
in such a way that there is minimum impact on 
income statements, if any impact. Simply dropping 
the clause “requiring the seller to be in employment 
for them to get any contingent payment’’ may 
not achieve the commercial reasons of having 
experienced people, who are in most cases founders 
of the business; to continue to run the business 
after acquisition.  

EXAMPLE 1
Entity A acquired entity B for R100 million. R50 
million was paid on acquisition date and the 
remainder will be paid in 5 years when certain 
financial targets are met. The fair value of the 
contingent consideration on acquisition date is 
estimated to be R30 million.

wITHOUT THE EMPLOYMENT CLAUSE r30M IS 
ADDED TO r50M ON DAY 1 TO MAKE THE PUrCHASE 
CONSIDErATION r80M:
Dr Investment in B (SoFP)            R50M

     CR Cash (SoFP)                                              R50M                                                    

Dr Investment in B (SoFP)            R30M

     Cr Liability (SoFP)                                         R30M                                                 

There will also be a journal for unwinding of 
interest on the contingent consideration.

IF THE rEMAININg r50M IS ONLY PAID IF THE SELLErS 
OF b ArE STILL EMPLOYEES IN 5 YEArS AND AT THE 
END OF YEAr 1 THE SELLErS ArE EXPECTED TO bE IN 
EMPLOYMENT AFTEr YEAr 5:
Dr Investment in B (SoFP)           R50M

     CR Cash (SoFP)                                              R50M

End of years 1 to 5 

Dr Staff cost (SoCI)                                             R10M

     Cr Liability (SoFP)                                          R10M

End of year 5

Liability (SoFP) will be                                       R50M        

IF THE SALES AgrEEMENT  STATES THAT . . .r50M wILL  
bE PAID IN 5 YEArS IF THE TArgETS ArE ACHIEVED  
AND THE SELLErS ArE IN EMPLOYMENT  . . .  IT IS 
THE POLICY OF THE grOUP TO TrEAT 10% OF THE 
CONTINgENT AMOUNT AS AN EMPLOYEE bENEFIT  wITH 
THE bALANCE AS CONTINgENT CONSIDErATION . . .
Staff costs – R5M over 5 years 

Contingent consideration – R27 M (R30m x 90%)

Dr Investment in B (SoFP)           R50M

     CR Cash (SoFP)                                              R50M

Dr Investment in B (SoFP)           R27M

     Cr Liability (SoFP)                                          R27M

End of years 1  to 5

Dr Staff cost (SoCI)                      R1M

     Cr Liability (SoFP)                                            R1M

End of year 5

Liability (SoFP) will be R5M. 

There will also be a journal for unwinding of interest 
on the contingent consideration.

By carefully wording the agreement the staff cost 
has been dropped from R10M to R1M per annum. 

The contingent consideration may be difficult 
to estimate. Any changes which do not relate to 
circumstances that existed at acquisition date 
(even within the measurement period) such as 
achieving the target, may impact the statement of 
comprehensive income.

Whether	you	are	in	
a	big	multinational	
or	a	small	highly	
technical	company,	
as	a	finance	
professional,	get	
more	involved	in	
M&A	deals.
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If contingent consideration is classified as 
a liability, any fair value gains or losses on the 
liability, will be recognised in the statement of 
comprehensive income. The impact can be huge 
and for that reason it is better to have a prudent 
amount on day one (which is the highest possible 
amount) thus any subsequent changes will result in 
a lower amount and will be treated as a gain in the 
statement of comprehensive income.

If the contingent consideration is classified 
as equity it is not re-measured. Its subsequent 
settlement is accounted for within equity and 
thus there is no impact on the statement of 
comprehensive income. An equity classification can 
be achieved by inter alia, settling the contingent 
amount using a fixed number of own shares (see 
example below). A contingent consideration which 
meets the definition of equity in terms of IAS 32 
is more desirable as it has no subsequent impact 
on the statement of comprehensive income. CFOs 
should strive for such during deal negotiations. 

EXAMPLE 2
Hottie Limited is about to acquire 100% stake 
in Sexie Limited for R100M plus a contingent 
consideration if certain financial targets are met. 
The CEO was wondering what the impact on the 
statement of comprehensive income would be if:
a)  A maximum of R50M is paid in 5 years when 

targets are met. Today’s fair value of the expected 
payment based on targets being met is R10M. 
What will the impact be if the fair value is R25M 
or R5M at the end of one year due to changes in 
targets expected to be achieved?

b)  10 000 shares of Hottie are issued at R1 each if 
the target is met in 5 years. The fair value of the 
shares is R10M. 

SOLUTION
a)  The contingent consideration is a financial 

liability thus its fair value shall be re-measured 
with gains or losses taken to the statement of 
comprehensive income.

On day one

Dr Investment (SoFP)            110M

      CR Bank (SoFP)                                             100M

      CR Liability (SoFP)                                          10M

If fair value is R25M at end of year one

 Dr Fair value loss  (SoCI)      15M

           CR Liability (SoFP)                                     15M

 If fair value is R5M at end of year one

 Dr Liability (SoFP)                  5M

         CR Fair value gain (SoCI)                              5M

  Thus there is volatility in the statement of 
comprehensive income. 

b)  Fixed number of shares at a fixed price gives 

us an equity classification for the contingent 
consideration. Thus the contingent consideration 
is not re-measured. 

On day one

Dr Investment (SoFP)            110M

      CR Bank (SoFP)                                              100M

      CR Equity (SoFP)                                              10M

No further entries will be made if the fair value of 
the 10 000 shares is now expected to be R25M or 
R5M at the end of year 1. 

SELLEr EXIT STrATEgY 
When giving up a majority stake, sellers may insist 
on an exit option if certain events occur. The buyer 
may give a seller an option to sell his shares to the 
buyer at a future date if certain agreed upon events 
occur. This can be done through a put option and 
the seller in turn agrees to sell the share to the 
buyer through a call option.  The put/call option is a 
forward purchase agreement which may be a liability 
on day one with an income statement charge in the 
form of an interest expense. 

By being involved, the CFO can avoid the liability 
on day one by using trigger events which the buyer 
controls, such as a percentage of shareholding. For 
example if the buyer reaches a 75% shareholding 
he/she will have to buy the 10% remaining shares 
of shareholder A.  So if the buyer’s shareholding 
increases from 50% to 73% no liability is recognised 
in the books of the buyer.  

A CFO can also propose an Initial Public Offer 
(IPO) option as an exit strategy for sellers. With 
an IPO the seller is given the right to request the 
company to list its shares on a public exchange, 
such as the JSE. So, instead of forcing the buyer to 
take his/her shares, the seller will then be given an 
opportunity to sell his/her shares to the public.

IPO options eliminate the liability associated 
with a forward purchase agreement provided the 
sellers cannot force the buyers to buy their shares 
should an IPO fail. CFOs should carefully consider 
IPO options as the exit strategy for sellers.

EXAMPLE 3 
Entity A acquired 70% of entity B on 1 January 
2012. In terms of the agreement the seller of entity 
B has a put option exercisable in five years, the 
option gives the seller of entity B the right to put his 
remaining shares to A. A in turn has a call option 
which entitles it to call shares from the seller of 
entity B on the same day the sellers of B are entitled 
to put the shares. The agreed selling price in five 
years is R50 million. 

On day one, entity A will recognise a liability 
which is the fair value of the value of R50 million 
to be received in five years. If the fair value is R30 
million, entity A will have the following journals:

Dr Equity                           R30M

     Cr Liability                                                       R30M

A	CFO	can	also	
propose	an	Initial	
Public	Offer	(IPO)	

option	as	an	exit	
strategy	for	sellers.	

With	an	IPO	the	
seller	is	given	the	

right	to	request	the	
company	to	list	its	
shares	on	a	public	
exchange,	such	as	

the	JSE.
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There will also be a journal for unwinding of interest 
on the contingent consideration

The liability is then subsequently measured at 
either fair value or amortised cost in accordance 
with IAS 39, Financial Instruments: Recognition and 
Measurement.

EXAMPLE 4
Entity A acquired 70% of entity B on 1 January 2012. 
In terms of the agreement the sellers of entity B have 
an IPO option which entitles them to request a public 
listing for entity B in five years.  Should the IPO fail, 
they are entitled to request another public listing 
after three years and should it fail again, their rights 
fall away. 30% of B’s shares are expected to be worth 
R50m in five years. 

No liability will be recognised in the books of 
entity A on day one as entity A has no obligation to 
buy the shares. 

What if Entity A is obliged to buy the shares when 
the second IPO fails? 

In that case entity A will recognise a liability on 
day one. In doing so, it will take into account the 
probability of successful IPOs. 

A properly structured IPO option will avoid 
potential liability and cash outflows, hence it is more 
desirable than put/call options. 

TrANSACTION COSTS
The current IFRS 3 requires all acquisition related 
costs to be treated as expenses. In the previous 
version of IFRS 3 acquisition related costs were 
capitalised, so from a group perspective, there was a 

benefit in having the acquirer pay for all such costs.
So, in light of the change, CFOs can minimise 

cash outflows by pushing some of the payments to 
the acquiree. Though there is no difference on the 
consolidated income statement, there is an impact 
in terms of cash flow management, especially if the 
acquirer and acquiree are in different jurisdictions 
with different, if not stringent, exchange control 
regulations. As an example, a CFO will avoid paying 
out money for transaction costs into a jurisdiction in 
which it may be difficult to get money out through 
dividends or management fees, but will rather have 
an inter-company payable and receivable, which 
eliminates on consolidation.

There are plenty of ways in which finance 
personnel can add value in business combinations, 
but that value can only be realised if they are 
involved. 

OTHEr COMPLICATED ISSUES 
There are other complicated issues associated with 
mergers and acquisitions, such as share- based 
payments, pre-existing relationships, re-acquisition 
of rights, contingent  liabilities, intangible assets 
to mention a few. These were not covered as there 
is little a finance person can do to influence the 
accounting impact of these issues. 

.

Author: Rodgers Mavhiki CA(SA), Cert FMM, is a 
consolidation and technical accounting expert who has 
worked closely with M&A teams. He served on SAICA’s 
Accounting Practices Committee (APC). He is the Head of 
Financials Sorted at W Consulting. 
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rISINg TO THE 
CHALLENgE OF 2013  

Small tweaks to your practice can yield big returns.

A ccountants primarily engage in four 
management activities: productivity, pricing, 
cost management and client management. From 

these we can derive five keys that enable us to focus 
on improving profitability: Leverage, Utilisation, 
Billing rate, Realisation and Margin. This is known 
as the LUBRM model. 

LET’S LOOK AT AN EXAMPLE: 
1 Partners 4

2 Total 
personnel 28

3 Leverage 2/3 L 7

4 Chargeable 
hours x 29,400

5 Utilisation 4/2 U 1,050

6 Standard 
fees x 14,700,000

7 Billing rate 
per hour 6/4 B 500

8 Net fees x 13,083,000

9 Realisation 8/%6 R 89%

10 Net income x 4,709,880

11 Margin 10/%8 M 36%

12 Net income 
per owner R 1,177,470

IF wE ELIMINATE THE SPECIFIC FIrM VALUES wE CAN 
SEE THE MODEL MOrE CLEArLY:
 

1 Partners

2 Total 
personnel

3 Leverage 2/3 L 7

4 Chargeable 
hours x X

5 Utilisation 4/2 U 1050

6 Standard 
fees x X

7 Billing rate 
per hour 6/4 B 500

8 Net fees x X

9 Realisation 8/%6 R 89%

10 Net income x X

11 Margin 10/%8 M 36%

12
Net 
income 
per owner

1,177,470

This model helps us understand how a professional 
service firm’s management can change the bottom 
line. 

Of the five keys, three in particular - utilisation, 
billing rate and realisation - lend themselves to 
short-term change. The others - leverage and 
margin - do not so readily respond to change. It 
takes time to change the ratio of staff to owners, 
and a cost cutting programme is not easy to 
implement without making sacrifices. If - and I 
make no assumptions here- we can increase any or 
all of our utilisation, billing rate or realisation, the 
improvement will be reflected in the net profit of the 
business. 

SMALL IMPrOVEMENTS IN PErFOrMANCE YIELD bIg 
rESULTS
Let’s suppose we can increase the average 
chargeable hours from 1050 to 1100 and at the same 
time increase the billing rate achieved per hour to 
R525. This will result in an increase in net profit as 
follows: 

Where	do	you	
need	to	improve	

your	performance	
in	2013?	How	can	
you	improve	your	
firm	contribution?	

How	can	you	
increase	your	value	

to	clients?
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1 Partners 4

2 Total 
personnel 28

3 Leverage 2/3 77

4 Chargeable 
hours 30,800

5 Utilisation 4/2 1,100

6 Standard fees 16,170,000

7 Billing rate 
per hour 6/4 525

8 Net fees 14,391,300

9 Realisation 8/%6 89%

10 Net income 5,180,868

11 Margin 10/%8 36%

12 Net income 
per owner R 1,295,217

Increase in 
net income 
per owner

R 117,801

In addition to the ideas I outlined last month, in my 
series of articles next year I will be looking at a wide 
range of strategies for nudging up your utilisation, 
billing rate and realisation. 

Increasing your commitment to your clients, the 
quality of your client service and investing in your own 
expertise are all key components of enjoying greater 
rewards from your business. I cannot recall working 
with any firm where a strong work ethic did not exist, 
but within some of those firms there were owners 
who were underperforming and not contributing as 
significantly as others. Granted, we are all different and 
performance will vary from one firm to another and 
from one owner to another, but where there is room for 
improvement it is important to acknowledge it. 

wHAT wILL YOU DO DIFFErENTLY IN 2013?
Where do you need to improve your performance in 
2013? How can you improve your firm contribution? 
How can you increase your value to clients?

Although focusing on some of these numbers is 
important for monitoring and managing your business, 
the fact is that clients do not buy hours. No one buys 
time! If you were to survey clients who leave one firm 
for another they will never say: “I left because I didn’t 
like their hours.” So, if clients are not buying hours 
what are they buying? My answer is that they are 
buying solutions to problems.

Initially this might simply be a need to comply; 
or there might be other business or personal reasons 
for their availing themselves of your expertise. How 
we perform and deliver that service will, to a large 
extent, determine the client’s perception of our service 
and value - and their willingness to return for service 
next time around. In considering how best to deliver a 
service it is helpful to note the advice of Peter Drucker, 
regarded by many as the father of management, who 
stressed the importance of knowledge workers striving 
to “do the right things” rather than “do things right”. 

Drucker goes on to say: “Nothing else, perhaps, 

distinguishes effective executives as much as their 
tender loving care of time.” Time is a resource that once 
expired can never be recovered. Yesterday is gone, but 
we still have tomorrow and next year. What would it 
mean to you to plan for 2013 to be your best ever year? 
Imagine what it would feel like at the end of 2013 to 
look back on a successful year in which you actually 
achieved your goals and fulfilled your ambitions!

So take up those inner challenges and record what 
you wish to do differently this year. Then set out a plan 
for accomplishing this. You might, for example, enlist 
the support of a trusted accountability partner who can 
encourage you and keep you focused on your plans and 
your execution of them.

ENHANCINg YOUr SKILL bASE
Earlier I expressed my belief that our role as 
professionals is to provide solutions to problems. 
Your professional qualifications entitle you to deliver 
your compliance services, but it is your appetite and 
capability for developing your own knowledge that 
determines your ability to occupy a larger space in your 
clients’ lives. 

Last month I suggested embarking on a programme 
of self-development. This month I would like to 
recommend a couple of books from my current 
studies. A friend recently recommended ‘The 100 Best 
Business Books of All Time’ by Jack Covert and Todd 
Sattersten, which provides brief overviews of books 
by authors such as David Packard, Richard Branson, 
Peter Drucker, W. Edwards Deming, Taiichi Ohno and 
many others. It’s a great place to start if increasing your 
understanding of management is on your agenda. 

Another book well worth reading is The Reinventors by 
Jason Jennings. He takes the view that:
“Every business must be constantly and quickly 
changing...or they’ll eventually find themselves in a 
downward spiral that will ultimately result in their 
demise. If a business isn’t growing, the people who 
want to have more responsibility won’t get what they 
want when they want it, and they’ll find a reason to 
leave and pursue better opportunities elsewhere. 

Unless a business is constantly undergoing radical 
change, it will never be able to stay ahead of its 
customers’ constantly changing wants and needs, and 
its growth will first falter and then completely stop.”

Responding to change arising from technology or 
regulation is simply reacting to external drivers, but 
taking charge of your own firm’s success and destiny 
is more than staying on top of these drivers – it is 
also advancing your position by reengineering, or 
‘imagineering’ as Walt Disney called it, and planning a 
future that is exciting and meaningful to you, your team 
and the community you serve. 

To conclude, I would like to extend an invitation that 
you should also be offering to your own clients - which 
is for you to provide me with feedback. Send an email 
to journal@saica.co.za and I will do my best either to 
respond personally or to incorporate my responses in 
future articles.

Author: Mark Lloydbottom is an author and consultant to 
accounting firms.   
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M any businesses find themselves stuck in the 
technology gap: what company boards expect 
from IT governance is often far removed from 

what IT departments comprehend as the business’s 
needs. Boards cannot rely on IT to understand their 
business needs and to bridge the technology gap, 
but must use business strategy as the platform upon 
which to develop IT strategies.

THE rOAD TO HErE
Information technology (IT) systems and processes 
have traditionally been a mystery to boards of 
directors. For decades internal control procedures 
have been methodically designed to control IT input, 
while IT output was meticulously analysed, reviewed 
and checked. The inner workings of IT have typically, 
however, been left to the company’s IT professionals 
to manage. 

While boards are often guilty of ‘business as 
usual’ and the game of commerce remains essentially 
the same - its rules have somewhat changed. With the 
rapid advances in IT and its increasing pervasiveness 
in business operations and strategies, good corporate 
governance can only be achieved by explicitly 
addressing IT as a cornerstone of successful business, 
and not merely as a stand-alone component.

Chapter 5 of the King Code of Governance 
for South Africa, 2009 (King III) addresses IT 
governance for the first time in South Africa, 
recommending that IT governance features on board 
agendas. Governing IT practices in companies means 
establishing an IT charter, implementing effective 
IT policies and procedures, as well as an IT internal 
control framework. Another IT governance principle 
introduced by King III is that IT needs to be aligned 
to the performance and sustainability objectives 
of the company. Getting IT aligned is prompting a 
shift away from the traditional approach of boards 
to IT governance. Instead of creating policies and 
procedures for the sake of ticking boxes, focus should 
shift to creating value for the company. 

As part of a theoretical governance checklist, 
phrases such as ‘IT policies and procedures’ and ‘IT 
control framework’ are meaningless. IT governance 
will only add value once practical and understandable 
solutions are attached to its principles. The objective 
of this article is to simplify the concept of business/
IT alignment and IT governance by illustrating the 

process the board can follow to achieve alignment and 
obtain real value from IT investments, while creating 
an environment of good corporate governance.

ALIgNMENT
Business/IT alignment is achieved when IT 
investments and the delivery of IT services are driven 
by business strategies, as influenced by a genuine 
understanding of IT capabilities and limitations. 
Alignment is the degree of integration between 
business strategy, IT strategy, business infrastructure 
and IT infrastructure. This understanding of 
alignment introduces the idea that decisions regarding 
IT investment and management that traditionally 
were taken by IT practitioners should now be decided 
more strategically for corporate spending to enhance 
business value, growth and competitiveness. This 
definition also highlights that those charged with 
governance can no longer steer a business successfully 
without a clear understanding of the IT implications 
of strategic decisions.  While the necessity of IT 
governance cannot be disputed, boards face the 
predicament of practical implementation.  

Alignment remains theoretical until value-adding 
and understandable IT technologies are linked to 
business strategies. Once clear business strategies 
and imperatives are defined, these can be integrated 
into IT strategies encapsulated within functional IT 
design to achieve alignment and prevent inefficiently 
deployed IT investments. With new IT trends and 
technologies surfacing almost daily, directors have 
been randomly grabbing at fashionable technologies 
in an attempt to keep businesses up to date. The 
resulting risk and internal control nightmares have 
created more problems than solutions.

By following the three-step process below, boards 
will essentially focus on investing in technologies that 
add value in terms of business strategies.
1.  Define business imperatives (the core of the 

business strategy) 
2.  Formulate how these imperatives affect the IT 

investment 
3.  Consider the IT architectures that are essential in 

achieving the business strategy. 

bUSINESS IMPErATIVES
The first step to aligning business and IT is defining 
the company’s business imperatives. Business 

IT governance through checklists? There must be a better way.

gOVErNINg IT 
through strategic alignment
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imperatives are differentiated from basic business 
assumptions, which are generic objectives that 
support operational sustainability. Generic objectives 
include profitability, cash flow management, business 
continuity plans, internal control, information 
management and regulatory compliance. 

Business imperatives, on the other hand, are set 
at a strategic level and drive the business to excel 
in its relevant industry and environment. There 
are those non-negotiable, essential success factors 
that will allow the business to achieve competitive 
advantage within its industry and deliver successfully 
on vital performance indicators. 

Business imperatives are not generic across all 
industries, and every business, even within a similar 
industry, will have a unique set of imperatives. 
Examples of business imperatives include innovation, 
high profitability, diversity of products and services, 
reliability, mobility, productivity, minimum staff 
complement, collaboration and high performance 
teams. These imperatives should be identified on the 
basis that they provide the business with a definite 
competitive advantage within its industry. 

The value in identifying business imperatives lies 
in that it allows boards to redefine and formulate their 
strategy. It is these redefined strategies that will ensure 
that IT investments directly relate to the needs of the 
business and are manageable and understandable. 

IN SHOrT
The core message is that boards need to ‘get their hands 
dirty’ in terms of IT investment and management. This 
does not mean creating a mountain of checklists and 
paperwork, but a structured and practical approach to 
ensure that IT strategies and investments echo business 
objectives.  Boards need to eliminate IT investments 
that do not add value to the business and focus on 
streamlining IT in order to maximise value. This is the 
key to good IT governance.

The topic covered by this article is addressed in 
the Masters in Commerce (Computer auditing) at 
Stellenbosch University, as presented by Prof WH 
Boshoff. ❐       

Authors: Lize-Marie Sahd CA(SA), BAcc(Hons), and Riaan 
Rudman CA(SA), BBusSc(Hons), PGDA, MBusSc, MAcc, are both 
lecturers in the Department of Accounting at Stellenbosch University. 
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I n 2010 some 8.7 million companies in the 
United States reported intellectual property (IP) 
theft - a higher total than instances of physical 

theft in that country. This is significantly higher 
than the 5.5 million companies lodging complaints 
in 2009, noted patent attorney Howard Cohn. 
Although similar statistics are not available in 
South Africa, the UBS Governance Rank, which 
measures corporate governance perceptions in 
44 global emerging markets, recently dropped 
South Africa from its top slot due to poor scores 
in our ‘perception of corruption’ index.  The South 
African government’s determination to tackle fraud 
and corruption was emphasised in this year’s State 
of the Nation address, but companies are also duty 
bound to take measures to mitigate the potential 
for white collar crime.

Accounting firms are seeing a definite increase 
in clients becoming concerned about safeguarding 
their IP. This expressed concern, and requests 
from companies in South Africa to help reduce the 
potential of IP theft, are both strong indicators that 
the threat of IP theft is a reality and is increasing.

Due to the current lack of local best practice, 
clients are advised to adopt internationally 
deployed measures to protect their IP. The most 
common requests we receive are to conduct 
employee fraud awareness sessions and to perform 
penetration testing, both of which are globally used 
practices.

Fraud awareness sessions take the format of 
workshops in which employee fraud detection 
skills are developed through interactive 
participation.

A penetration test is a method of evaluating 
the organisation’s computer security by simulating 
attacks from malicious outsiders to identify 
vulnerabilities and make recommendations for 
improving the system.

To assist in preventing IP theft the following 
preventative checklist, which provides examples of 
best practices have been developed: 

Develop a programme for safeguarding 
proprietary information. This programme 

Theft of intellectual property (IP) is increasing to the extent 
that it now exceeds physical crimes in the USA.

INTELLECTUAL PrOPErTY 
theft is growing

should include an internal policy, establish 
what information should be protected, and an 
internal team should be made responsible for the 
implementation and monitoring of the protection 
procedures. Others are:
•  Conduct internal employee security awareness 

sessions where employees are educated as to 
the importance of proprietary information and 
common pitfalls to look out for

•  Non-disclosure agreements should be standard 
practice when it comes to employment and 
sub-contractor agreements.  Creating a culture 
of confidentiality and ownership within the 
organisation will outweigh the legal value of 
such agreements in the long term

•  Commissioning of periodic penetration 
testing to identify vulnerabilities and provide 
recommendations within the organisation’s 
systems 

•  All visitors should be closely monitored, 
recorded in a logbook and not allowed to move 
about freely on the premises of the organisation 

•  Offices containing sensitive information should 
be kept locked to discourage unauthorised entry

•  Security safeguards and policies should be 
implemented on tablets, smart phones and 
other portable devices to ensure proprietary 
information remains protected in the event of 
theft or loss

•  Sensitive emails and file attachments should 
be encrypted for external and internal 
transmission, or at the very least password 
protected. 

•  All content should be reviewed before public 
presentation and employees attending trade 
shows and exhibits should be instructed not to 
say anything that competitors shouldn’t hear 

•  Meeting rooms should remain locked when not 
in use and non-essential wiring and devices 
removed from these rooms to guard against 
eavesdropping. ❐       

Author: Pierre Kilian CA(SA), Certified Fraud Examiner, is 
Manager in the forensics department at BDO SA.
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Losing your company’s intellectual property (IP) to competitors 
can be hugely damaging, as Microsoft discovered when Apple 

launched its iPad.

C ompanies are being urged to take stock of how 
much they risk losing through the theft of their 
intellectual property (IP). 

This is becoming increasingly relevant in a 
business environment where - through something as 
simple as careless talk overheard in a staff canteen 
or coffee bar - years of meticulous IP research and 
development can be washed down the drain and 
cause major losses.   

In today’s highly competitive trading 
environment, employees need to be aware of the 
possible consequences of disclosing sensitive 
information to potential competitors, whether at 
work or while socialising. 

An organisation’s value is no longer limited to the 
value of its tangible property, but includes the value 
of its IP such as patents, trademarks, copyrights, 
proprietary ideas, concepts, process improvements, 
new methodologies and potential for generating 
revenue.

As the value and extent of IP continues to rise, 
more and more companies will struggle to accurately 
determine the value of their IP. Another major 
challenge is how to protect their IP from competitors. 
Most organisations will only realise the extent of 
their loss when a competitor has successfully piggy-
backed on their original idea or prototype – and 
implemented it.

Companies risk of losing their IP - even in 
unexpected and seemingly innocuous circumstances 
– when company employees unwittingly give valuable 
information away in unguarded moments. This is 
typified by the now legendary story of how the iPad 
concept came to be born, which serves as a timely 
reminder of the potential worth of IP - and how easily 
an original concept can be lost to a competitor. 

According to well-documented reports, Apple’s 
co-founder Steve Jobs embraced the iPad idea – with 
some crucial technical amendments - after listening 
to a Microsoft employee boasting over dinner about a 
Windows tablet developed by Microsoft founder, Bill 
Gates. Apple stole a march on Microsoft by running 
with the idea, and making the iPad concept a reality.  

Since its April 2010 launch the iPad has become 
one of the IT world’s hottest new intellectual 
properties, with global iPad shipments reaching 

your intellectual property

70-million mark by the end of 2012 and a further 100 
million expected to be shipped in 2013 alone. 

To be successful in ever-evolving markets, 
organisations must be aware of how they can lose 
their IP. Some of the most common ways of losing IP 
are:
• Lack of information security 
• Accidental disclosures
• Poor controls and policies
• Commercial spying
• Deception techniques
• Physical penetration of the organisation
• Surveillance
• Penetration of their computer systems.

It is vitally important to make employees aware of 
IP value and that it must be safeguarded. This is 
particularly relevant given that employees are not 
only an organisation’s first line of defence, but they 
are also responsible for most accidental IP losses.

Author: Pierre Kilian CA(SA), Certified Fraud Examiner, is 
Manager in the forensics department at BDO SA.
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at Mopani Copper Mines

iPlan
SYSPRO software

SYSPRO Understanding the Mining business

IMPLEMENTS

Project background
In 2010 MCM decided to review their  business  
systems, to expand its functionality and deploy-
ment within the organisation. The group wanted 
that would will satisfy all their requirements, whilst 
being easy to operate and cost effective. At the 
beginning of 2011 MCM selected SYSPRO as 
their preferred solution with iPlan as implemen-
tation partner. During iPlan started the imple-
mentation with a team of consultants, working 
on site, side by side with a team of dedicated 
MCM employees.

The project
The organisation was divided into 39 production 
or manufacturing units, with 2 260 different cost 
centres. Using SYSPRO Workflow Service (SWS), a 
solution was designed that controlled all trans-

actions for more than 100 different business 
processes, across all geographical areas. SWS 
enforce all business and corporate govern-
ance rules, and prompt the various users when 
their input is required. 

The different business processes were grouped  
under:
  Finance
  Supply 
  Production

Each of the identified processes was mapped 
using SYSPRO Process Modeller, identifying the 
user interface requirements and integration 
points. The interface was defined using either 
the normal client of SYSPRO or the SYSPRO web 
interface.  

The result
The project team trained more than 700 users 
on the new workflow and ERP solution. 

The solution was delivered on time and within 
budget.  Both the Zambian Revenue Author-
ity and the Zambian Chamber of Commerce has 
commended Mopani for improvement brought 
about by the project.

Mopani Copper Mines PLC (MCM) is a 
Zambian mining company, with head  
offices in Kitwe in the Copperbelt. The 
majority share holder is Glencore, a  
London Stock Exchange listed company. 
Mopani operates 7 underground, and 
one open pit mine. In addition to the 
mines, it also runs all the associated pro-
cessing plants to produce copper cath-
ode and cobalt.

Meryl Malcomess, Market-

ing Director of SYSPRO, “this 

is the first time in the over 

30-year history of SYSPRO that 

a company is undertaking 

such an extensive exercise to 

sensitize external system users 

and simply goes to show the 

level of commitment to ensur-

ing that the end users benefit 

significantly from the system”.

Meryl Malcomess
Marketing Director, SYSPRO

Abré Pienaar is the Chief Execu-

tive of iPlan, a professional firm 

of professionals who design, 

manage, implement and sup-

port business processes and 

systems. 

Dr. Abré Pienaar, PhD
Chief Executive Officer

www.syspro.com
Contact Lorenzo Borelli
Telephone: (011) 461 1000 or 0861syspro

About SYSPRO
SYSPRO is a leading independent business software provider. We offer solutions-focused business ap-
plications to mid-market manufacturers who need visibility and control over their business. Our  
solutions and services harness the power of business critical information, delivering competitive cutting-edge 
enterprise resource planning (ERP) software and services that simplify the success of thousands of customers 
across the world.

“The Kitwe Chamber of Commerce and 

Industry is proud to be associated with 

Mopani and this new initiative which will 

level the playing field for our members. 

With continued improvement and engage-

ment, our members will derive a lot of 

benefits from the new system. We com-

mend Mopani for taking the leading role in 

improving the business environment which 

ultimately will result in the improvement of 

the Copperbelt region in the area of em-

ployment creation and general standard 

of living,” said Mr. Raj Karamchand.     

SYSPRO advertorial ➲
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 advertorial SAGE

A ccpac. Historically, the accounting software of choice
For more than 30 years, Accpac has been the brand of 

choice in accounting and business software for the majority of 
medium – sized businesses in South Africa and sub-Saharan Africa.

From the early days when Accpac’ s focus was on supplying 
reliable, comprehensive accounting suites, the company evolved 
into one that provided innovative and competitive  business solution 
– whilst ensuring their ERP products continued to deliver the best 
offering on the market. 

ACCPAC bECOMES SAgE
In anticipation of the worldwide name change, the brand has, for 
the last 3 years,  been known as Sage ERP Accpac, part of the Sage 
ERP product portfolio with the company being a division of Sage 
Worldwide.  

In future, the brand will be known as Sage 300 ERP- and will be 
contributing to and benefiting from the Sage global resources. 

THE NAME HAS CHANgED – AND SO TOO HAVE THE bENEFITS FOr ALL 
USErS.
Sage 300 ERP’s current and future customers will reap the benefits 
of the global resources and expertise of one of the world’s largest 
business software groups.

But always with services and products geared to local market 
conditions.

The Sage Group plc is a leading global supplier of business 
management software and related products and services, principally 
for small to medium-sized enterprises. Listed on the London Stock 
Exchange, Sage has 6.3 million customers and 13,400 employees 
worldwide. operating in over 24 countries covering South Africa, the 
UK, Europe, North America, Australia, India and China.

SAgE 300 ErP – NO STONE UNTUrNED
Simple and easy to use and suitable across a multitude of industries, 
Sage ERP 300 is full service enterprise management software 
to meet all requirements - from the most elaborate business 
processes to streamlining financial and operational processes with 

advanced workflow to alerting and business process management 
technologies.

Sage ERP Africa offers a suite of vertical market business 
management applications, from the modular Sage ERP 300 
(previously Accpac) suite to our web based all-in-one ERP solution, 
Sage ERP X3.

gLObAL STrENgTH. LOCAL KNOwLEDgE.
Jeremy Waterman, MD of Sage ERP Africa, confirms “….our clients 
now have the best of both worlds. The power of international 
resources combined with services and solutions that are tailor-
made to meet local market conditions and, most importantly, the 
individual needs of our customers……..

…….Sage ERP solutions extend to supply chain, warehousing/
logistics, service management and mixed mode manufacturing, with 
quality control and document management. We also provide award 
winning CRM functionality as an integrated or standalone offering 
to all our ERP customers; delivering classic components including 
sales force automation, customer care, marketing (including 
e-marketing) and Web self-service portals……

….. everything we do is geared to helping our clients to take their 
businesses to new and more competitive levels”.

accpac becoMes sage – 
What’s in it For You?
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wHAT IS bOTTOM-UP bUDgETINg?
‘Bottom-up budgeting’ is a collective process engaging cost centre 
managers in setting the business’s expectations for its revenue and 
expenditure in the year ahead. 

The proven outcome of this form of budgeting is a more 
accurate and credible budget through the use of financial 
information harvested at the very coalface of the organisation.

wHErE TOP-DOwN HAS FAILED 
Traditionally, the finance department is tasked with compiling an 
overall budget for the business, with strategic input from the FD. 
It is then broken down into parts representing the position of each 
cost centre, and presented to them as a fait accompli.

The shortcoming of the top-down method lies in its failure 
to take cognisance of life at the lower levels of the enterprise. 
Since businesses are composed of their parts, arbitrarily assigned 
constituent budgets cannot direct the financial performance of 
cost centres with any credibility; as a result, top-down efforts are 
largely ignored by cost centre managers.

bOTTOM-UP bUDgETINg 
These factors have contributed to the acceptance of 
bottom-up budgeting. Businesses recognise that, if they can 
effectively harvest information at its source, this will result 
in unique budgets for every cost centre and a more cohesive 
whole. 

Added together, these may well correspond with the figure 
of a top-down budget, but in a significant departure from top-
down efforts, it will represent a unique expectation for every cost 
centre, created by an operationally involved manager acting in 
accordance with the needs of his or her domain.

This method acknowledges that every business domain is 
different.  It empowers those in charge of their domains with 
the tools to set their own expectations, expectations that will be 
critically examined by the financial department and used to hold 
managers accountable for their performance. 

With responsibility comes a sense of ownership, invariably 
leading to accountability, accurate budgets and good spending 
practices. 

IT’S ALL IN THE EXECUTION
While companies recognise the value of this approach, their execution 
often falls short. Enterprises tend to compile budgets using central 
spreadsheet templates, only distributed to the cost centres for 
completion in a seemingly endless cycle of amendments and approvals.

This can be a big time and opportunity cost involving hundreds 
of billable hours of operational as well as financial staff. The FD’s 
strategic role is compromised, by being elbow-deep in a process that is 
still centrist.

THE IDU wAY
idu Software offers a real-time, online (Web-based) budgeting 
system that is both easy to use and cuts through the delays of a 
centrist approach. 
•  Easy to use - Highly customisable, the user interface can be 

made exceedingly simple. Each screen reflects only a specific 
manager’s area of financial authority. Point-and-click links and 
drop-down menus enhance the intuitive simplicity of the system.

•  Faster queries - As each cost centre manager populates the 
fields he or she is responsible for, this is visible to the financial 
department and the line manager to whom the cost centre 
reports, making for much faster querying – and reviews.  

   The financial department is thus far better able to take a strategic 
viewpoint across the business, tracking trends and spotting 
anomalies. Conversely, the line manager needn’t contact the 
financial department to obtain her or his numbers, as they’re 
available online. 

•  Time and cost savings - Budget cycles are typically reduced 
to four weeks or less. This often results in a 100% return on 
investment in the software within the first budget cycle!

All in all, bottom-up budgeting with the correct tools results in 
greater financial empowerment, engagement and knowledge 
throughout the business. 

And when the Cents are cared for by their true masters, the 
Rands tend to take care of themselves.

For more information or to schedule a demonstration call us on 
0861 777 717 or email info@idu.co.za.

bottoM-up budgeting 
in less than Four WeeKs, 

With idu-concept 
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T o me, one of the key advantages of technology is its ability 
to transcend borders. I’m talking about all borders – local, 
national, continental… especially continental.  I’ve been 

reading the MasterCard African Cities Growth Index, a study 
undertaken by Professor George Angelopulo of the University of 
South Africa (UNISA) for MasterCard. It analysed 19 cities across 
sub-Saharan Africa and ranked them according to their growth 
potential between 2012 and 2017. His findings show that we’re 
in for a major growth explosion in Africa – if we have the right 
technology in place.   

I’ve been thinking a lot about Professor Angelopulo’s conclusion 
that one of Africa’s key economic and social challenges is how our 
cities attract significant inward investment. He says we need to be 
globally competitive. We can’t do that without technology. He says 
we need to serve as magnets for investment and growth and become 
hot-spots of innovation. At the risk of being repetitive, neither is 
possible without technology. He rates as most important our ability 
to develop attractive and thriving business environments. This is 
simply not possible without… okay, you get the picture: it is my firm 
belief that technology will lead Africa into prosperity.  

A surge in the number of internet users on the continent means 
greater efficiency for small and medium enterprises. Accra (Ghana), 
Lusaka (Zambia) and Luanda (Angola) have been identified as 
the sub-Saharan African cities with the highest growth potential 
over the next five years, according to the same Growth Index. 
Johannesburg, as the economic capital of South Africa, is already 
an economic powerhouse.  It is precisely the city’s relative maturity 
– our middle class has been growing since 1994 – that gives us 
lower growth expectations in the index. Fair enough. But take heed: 
South Africa cannot rest on its laurels. 

Think about this. Sub-Saharan Africa has a virtually non-
existent telecommunications infrastructure and this has made 
it easy for them to jump straight to newer technologies like 
Wi-Fi, broadband and mobile phones.  The same is true of 
cloud computing. Nations that are cutting their teeth on mobile 
technologies are not afraid of what those technologies offer them. 
They’re not stuck in a method they’ve been using forever. On the 
contrary, they’re embracing the new technologies and taking full 
advantage of the benefits they offer. 

Our own research conducted in conjunction with KPMG in 
Kenya, the Kenyan Top 100 Mid-Sized Companies Survey, found 
that 76% of businesses are ready and willing to use software that 
would enable them to transact over the internet. This is more 
than 20% higher than the proportion who said they were willing 
to use internet-based (cloud) software in a survey we conducted 
amongst accountants in South Africa a year ago. Maybe that 
number has increased. If we are to remain one of Africa’s economic 
powerhouses, it will have to. 

It all starts with internet usage. I travel to other African 
countries regularly and the most dramatic rise I’ve seen in internet 
usage has been in Kenya. This puts Kenya second only to Nigeria in 
number of internet users. In East Africa, Uganda is not far behind 
with growth of over 9%. There’s another area where South Africa 
needs to be aware of what its neighbours are the doing:  the survey 
highlights Kenya and Uganda as the biggest African users of social 
networking for business.

Going back to our Kenyan Top 100 Mid-Sized Companies 
Survey, 95% of Kenyan businesses use computers and internet 
infrastructure for daily transactions and business management. 
This high internet adoption in Kenya will be a big shaper of how 
businesses operate in the future and will set the trend for the rest of 
Africa.

As managing director of South Africa’s leading provider 
of accounting and business software I have experienced the 
connectivity boom first hand. I’m so aware of the fundamental 
transformation that the entire African continent is going through. 
This is a population of over 1 billion people. A high proportion of 
them will look to technology to assist them in their work and in 
their daily lives. Technology coupled with a skill such as accounting 
is, as you already know, a winning combination.

Throughout Africa, mobile service providers are taking 
advantage of the infrastructure gap and a high rural demography. 
For rural dwellers, the only means to access the internet is through 
cell phones and mobile operators are vying to corner the market. As 
ever, increasing competition will lead to a decrease in prices.

Already 27% of rural South Africans and 39% of urban users are 
now browsing the internet with their cell phones; this is according 
to a Mobility 2011 research project conducted by World Wide Worx. 

aFrica Faces a 
bright Future

But, warns steven cohen, managing director of sage Pastel, 
south africa cannot rest on its laurels.

 advertorial SAGE PASTEL
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At least six million South Africans now have internet 
access on their phones. 

Across Africa broadband usage is also expected to 
grow rapidly with the advent of Seacom, a submarine 
fibre optic cable bringing high quality, affordable 
wholesale broadband capacity to the continent. Africa 
as a whole has recently seen the largest drop in ICT 
prices, with fixed broadband prices falling by over 55% 
and mobile cellular prices by 25%. 

Simply put, as availability increases, prices will 
drop even further and the opportunity for business 
owners to simultaneously cut costs and extend their 
reach is huge. Low connectivity rates increase the 
potential for business to benefit from the increase 
in speed, accessibility, mobility, convenience and 
effectiveness of the internet. This means that using 
online business tools for customer relationship 
management (CRM), business intelligence (BI) 
and enterprise resource planning (ERP) will gain 
popularity, following hot on the heels of our accounting 
management software.

The rapid online adoption that we are already 
seeing is testament to the go-getter spirit of truly 
successful people. This is such an exciting time to be 
in Africa and technology gives you all the tools you 
need to spread your own business across the continent. 
As accountants you have skills that everybody needs. 
What are you waiting for? Go get ‘em!

SAGE PASTEL advertorial ➲
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For your next trip to Durban opt to 
stay at the St James on venice  Luxury 

boutique Hotel. 

There is an old proverb that says ‘it is a sin against 
hospitality to open your doors and darken your 
countenance’. And nowhere is this taken more 

to heart than at the Saint James on Venice Hotel in 
Morningside, Durban. 

Hotel General Manager Sunet Pringle says, “We 
want our guests to truly feel at home in our hotel so 
we have gone the extra mile to ensure they feel extra 
special.”

The Saint James is a relative ‘new kid on the 
block’ but as it is small, it has already mastered the 
art of the special touch and the hotel truly feels like a 
home away from home. 

The beautiful hotel was originally the home of 
Corobrik founder Robert Storm who built it in 1892. 
The hotel is steeped in Durban history and retains 
much of its old world charm.

With just 15 beautifully appointed bedrooms, 
guests can be assured of a personal service provided 
by The St James in this luxurious and intimate 
environment. Each room is individually decorated 
in a classically elegant style with some having a view 
over the century’s old St James church while others 
look over the hotel’s peaceful garden patio. With the 
finest cotton bed linen and light cotton gowns that 
suit Durban’s warm climate, guests will feel instantly 
at home. A wireless internet connection ensures 
guests are always connected, if they want to be.

The perfect meal to complete a perfect day
They offer a variety of decadent meals at any time of 
the day, whether it be for breakfast, lunch or supper. 
Experience their culinary skills with their well known 
chef and tantalise your taste buds. 

Ideal for meetings, conferences or small 
dinners
The St James on Venice is ideal for small meetings, 
conferences and private dinners and is well-equipped 
to ensure business runs smoothly and efficiently. The 
meeting rooms lead into the restaurant and terrace 
creating the perfect environment for corporate 
training sessions and private or high level corporate 
dinners. The meeting rooms can be set up to suit 
any meeting or event. Guests attending an event at 
Durban’s ICC have easy access to the centre which is 
just a short drive away.

A personal touch
Besides providing excellent, personal service, The 
St James on Venice Hotel has mastered the art of 
the special touch. On arrival, guests are served the 
general manager’s special iced tea or hot chocolate 

depending on the season. Those who have driven 
will receive a complimentary car wash from Thulani 
every morning in preparation for their journey 
ahead (with a little flower picked from the garden on 
their windscreen). Guests will receive freshly baked 
biscuits in their room every day with their morning 
coffee. And every room has a safe that fits a laptop for 
those travelling on business.

The St James offers the ultimate luxury getaway 
but is also well-placed to offer guests the very best 
that Durban has to offer. It is close to the trendy 
eateries of Florida Road while Durban’s beachfront, 
major sports stadiums (Kings Park and Mosed 
Mabhida Football Stadium), golf courses as well as 
Jameson and Mitchell Parks are also nearby. For 
business guests, the hotel is well-placed for access to 
the ICC, city centre, as well as quick freeway access to 
the Umhlanga Ridge precinct. 

For more information visit www.stjamesonvenice.co.za
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Richard Gray Cottrell

I t is with deep sadness that I came to learn of the passing of 
Rick Cottrell on 5 November 2012. He was 76.

My memories of Rick are many and varied. I first met 
him during my Coopers & Lybrand days and it was during 
his term as Managing Partner of the South Africa firm that I 
was made a partner. A bold move on his part, in an Apartheid 
South Africa, as I was the first partner of colour appointed in 
the firm. I admire his courage and integrity in supporting my 
appointment. 

Rick was inextricably linked to the history and culture of 
PwC and made his mark in the South African and international 
financial and accounting world. He played a valuable role in 
contributing a large part to what PwC stands for today. He 
practiced as a Chartered Accountant in South Africa, the United 
Kingdom and Iran. His success in establishing a thriving office, 
in the previously unchartered territory of Teheran, was the 
result on his visionary thinking and his inclusive approach. 
He always embraced the local culture and people, wherever he 
found himself, and this, ultimately, ensured sustainable, locally-
driven businesses. He amplified this approach during his time 
in South Africa and his involvement within and outside of the 
profession has empowered a large number of people. 

I have always held him in high regard from both a 
professional and personal perspective; his work ethic was 
exemplary and the level of respect he commanded among his 
peers is evidenced by the number of important positions to 
which he was elected and appointed. 

He was a past President of the South African Institute of 
Chartered Accountants, Chairman of the Accounting Practices 
Committee and one of the two South African representatives on 
the then International Accounting Standards Committee.

After retiring from practice, he was appointed the Executive 
Officer of the Financial Services Board in April 1996 – a position 
he occupied for over four years. 

He then moved on to being a consultant and director of a 
number of companies, including, Nedbank Group Limited, Iscor 
Limited, Regent Insurance Company Limited, Afrox Healthcare 
Limited and STRATE. He was also Chairman of the Accounting 
Standards Board which sets public sector accounting standards 
for South Africa. Until recently, he continued to play a role in 
consumer education.

There is no doubt that both the profession and business at 
large have lost a talented and dedicated servant. Rick worked 
tirelessly to promote and advance the visions of Coopers & 
Lybrand, the accounting profession and the various boards on 
which he served. Many will remember Rick for his sharp wit 
and sense of humour. He was a man who commanded a strong 
presence, was well versed in business issues and passionate 
about reading.

Thank you, Rick, for all that you have contributed and 
achieved – South African business is certainly the better for it. 
You will be sorely missed.

Rick is survived by his loving wife Moya and his two sons, 
Edward and Peter.

Suresh Kana
PwC Africa Senior Partner
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NKONKI
Within 20 short years, black-owned nkonki has grown into one of 

sa’s leading auditing and accounting firms.
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Twenty years ago, amid the turmoil of South 
Africa’s metamorphosis into a democracy, it 
became evident the country would need black-

owned audit and accounting firms. Mzi Nkonki and 
Sindi Zilwa were among the first to assume that 
mantle of responsibility. 

 Their challenge was to differentiate themselves 
from the global firms by bringing something extra 
to their target market. Thinking big, they decided to 
leverage their black empowerment characteristics 
together with a unique intellectual capital, to ensure 
they have national presence and are in a position to 
offer services to national clients otherthan just local 
small businesses.

This has enabled the firm to consistently punch 
above its weight and earn growing recognition.

After its founding in Umtata in the Eastern Cape 
on 2 January 1993, the firm’s initial clients were 
predominantly struggling black-owned businesses 
- who frequently required business plans to support 
their own funding applications and  attorneys' trust 
accounts.

Today, Nkonki is proud to look back to those 
years with Johannesburg based headquarters and 
a different prestigious client profile which, for 
External Audit Services, includes Telkom SOC (State 
Owned Company) Limited, South African Airways 
SOC Limited, Development Bank of Southern Africa 
SOC Limited, Public Investment Corporation, 
Unemployment Insurance Fund, Financial Services 
Board, Etana Insurance, Safrican Insurance, South 
African Institute of Chartered Accountants, etc. The 
firm’s Internal Audit division’s client base includes 
Landbank, Neotel, National Empowerment Fund, 
Kagiso Media, Cross Border Transport Agency, 
National Housing Finance Corporation, Vunani 
Limited, etc.  Nkonki’s consulting division has 
undertaken major consulting projects for a variety 
of departments, which includes Departments of 
Justice, Water Affairs and Education, SASSA and the 
Eastern Cape and Limpopo Provincial Departments of 
Finance.

“From the outset we wanted to be a serious 
player in the professional audit community and not 
just another black audit firm. We took a stance to 
stamp our thought leadership on the profession, to 
indicate growth in the firm’s  intellectual capital in 
appreciation of the support received from our clients 
– because there is no other firm that has expressed 
a goal of intellectual empowerment, as articulated 
in our payoff line of ‘Actualising Empowerment’. 
We look at the major themes challenging various 
industries and our profession, and put together think 
tanks of leading regulators and experts in specialist 
industries, such as healthcare, facilitating debates on 
the business impact of proposed regulatory changes, 
such as is currently happening in the insurance 
sector,” explains Zilwa.

NKONKI’S COLOUrFUL HISTOrY
The beginnings of Nkonki – South Africa’s soon to be 
the 6th largest audit and accounting firm – took place 
20 years ago with the establishment of independent 
firms based in East London and Umtata. These were 
respectively opened by current chairman Mzi Nkonki, 
chairman, and Sindi Zilwa, CEO.

Nkonki’s strategic intent has always been to 
build a firm with credible intellectual capacity in 
the auditing profession, resulting in a continual 
programme – as resources allow – of developing 
skills and industry-leading infrastructure.“Part of 
my deliverables is to ensure that  Nkonki has the 
right resource infrastructure that would enable 
effective, competent and efficient delivery of services 
to our clients,”says Zilwa.  The strategy is paying 
off as Nkonki has embedded a fully-fledged skills 
and technology mix required that includes treasury 
specialists, IT audit capacity and specialists in IFRS, 
the public sector, internal audit,  and forensics, all 
supported by technical and training services.

Zilwa, in addition to being the co-founder and 
CEO of Nkonki, is the youngest woman to have won 
the Business Woman of the Year award and the third 
black woman to win the title. When Zilwa qualified 
as a chartered accountant in 1990, she became the 
second black woman in South Africa to achieve this 
status. In 2008, Zilwa was awarded the “Woman of 
Substance Award” by the African Women Chartered 
Accountants (AWCA).

Says Zilwa: “We believe we are on the right track 
as Nkonki has been accredited by the JSE to audit 
listed companies, and by other regulatory bodies 
such as Council for Medical Schemes and Registrar of 
Insurance Companies”.

CAPACITY TO SErVE EXISTINg bUSINESS
Nkonki’s elevated profile has challenged Mitesh Patel 
as the Managing Partner to ensure that the firm has 
the capacity to take on growing volumes of work. 

The business’ strategy has been to rapidly grow its 
footprint and Patel is excited with Nkonki’s capacity 
of 30 partners and more than 400 staff members 
across 5 provinces. Nkonki’s client base has created 
the need for access to international expertise and this 
has been fulfilled through  Nkonki’s access to a global 
network of 215 audit firms with more than 19 500 
professionals spread across 94 countries. 

“This global network (Kreston International 
founded in 1971) enables Nkonki to tap into the depth 
and breadth of experience available across the globe 
and will enhance Nkonki’s ability to provide holistic 
solutions to the firm’s client base.” says Patel  

I also keep a constant eye on the quality of audits 
delivered in my role as lead partner on most large 
clients, and especially that the audit team delivers 
service and relationship the Nkonki way,” he says.

AUTOMATED SErVICES
Consulting projects have enabled continual in-house 
systems development , led by Mvume Sihele Nkonki's 
Information Systems Department.  

Systems developed include an Integrated Cashier 
Management and Bank reconciliation system, asset 
management systems, cheque and EFT payment 

cOVER STORY lead ➲
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systems, contracts management, and an HR and 
payroll verification system – this enables Nkonki 
to efficiently deliver on clients with a high volume 
database.

With the highly complex information systems that 
Nkonki’s client base has, the head of the Information 
Technology Audit and Advisory department Ahmed 
Pandor is proud of the balanced skills mix housed 
in his department: “We have invested in all the 
necessary tools and techniques to provide IT Advisory 
services, such as King III, IT governance maturity 
assessments, system reviews and general IT advisory 
services”.

TECHNICAL CAPACITY
Prof. Steven Firer is Nkonki’s in-house IFRS 
(International Financial Reporting Standards) 
Specialist accredited by the JSE.  For listed 
companies it is mandatory to have an IFRS specialist 
accredited with the JSE. There are very few such 
specialists in the country. “The capacity to provide 
high quality IFRS technical opinions is crucial, given 
our client base, and the complex technical accounting 
issues that emanate from their businesses”, says 
Firer.  Prof Firer’s role includes ensuring that 
Nkonki’s professional staff is kept up-to-date with 
IFRS developments.

Elsewhere in the world legislation has been 
enacted to limit the personal liability of audit partners 
in the event of mistakes, but not so in South Africa, 
where the maximum possible personal liability still 
persists. 

To protect the firm and the auditing profession’s 
brand and reputation of delivering audit opinions 
that can be relied upon, Nkonki ensures that all audit 
opinions have gone through a rigorous technical 
review before signature.

The quality of the audit opinions provided by 
the External Audit team therefore get scrutinized 
for evidence by Nkonki’s technical department.  
The pre-issuance reviews as part of the firm’s 
EQCR (Engagement Quality Control Reviews) are 
mandatory for all audit opinions issued.

TrAININg FOr EXCELLENCE
For the CA(SA) in public practice, there is vastly 
more legislation to be considered than ever before, 
which has considerably raised the risk profile of 
the profession. But because compliance is their 
core activity, these CAs(SA) need to keep abreast 
of changes through their firms’ training and 
development programmes.

Morne Kermis, Nkonki training partner, says: 
“We have a three year training plan cemented on 

the development of staff at all levels, to ensure we 
meet and exceed client and industry expectations. 
We incorporate continuous training courses for our 
professional staff at all levels.”  

Nkonki’s vision is to “earn global respect as 
accounting professionals through ingenuity, efficacy 
and holistic knowledge”. 

“To that end, Nkonki believes a key objective is 
to implement comprehensive training programmes 
aimed at empowering staff with the knowledge, on-
the-job experience and intellectual capacity required 

to ensure such ingenuity and efficient service delivery 
to our clients, says Kermis.”

rISK ADVISOrY SErVICES DEMAND SOMETHINg 
SPECIAL
The King III report on corporate governance has quite 
rightly obligated each organisation’s audit committee 
to assess the effectiveness of the control environment 
to protect stakeholder interests. 

Demand for the myriad of consulting services 
which includes risk management and fraud detection 
is driving expansion of professional service firms all 
over the world, just as audit work is becoming more 
onerous and competitive.

Internal Audit is a big part of Nkonki’s Risk 
Advisory Services, alongside Enterprise Risk 
Management services.  

The division, which is headed by Emma 
Mashilwane, has been capacitated for quantum 
leap growth both in terms of the depth of the skills 
available and the level of experience of the Internal 
Audit team.  

“We make sure that we have a balanced skills 
mix which comprises of Chartered Accountants, 
Certified Internal Auditors, Information Technology 
Auditors, Public Finance Management Act Specialists, 
Corporate Governance Specialists, Treasury Auditors 
and Compliance Skills mix as these are essential for 
Nkonki’s Internal Audit client base” says Mashilwane.

“Primarily, we assist management of companies 
to embed effective controls into its various activities 
that genuinely mitigate the risks faced in its 
operations, as well as risks we identify for them,” she 
says.

FOCUS ON THOUgHT LEADErSHIP
Zilwa believes that ‘thought leadership’ is one of the 
firm’s key differentiators. In 2011 Nkonki launched 
the Annual Audit Committee Conference and the Top 
40 Integrated Reporting Awards. 

In 2012, the Integrated Reporting Awards were 
expanded to include the State Owned Company (SOC) 
Integrated Reporting Awards and Top 100 Integrated 
Reporting Awards for listed companies. 

Nkonki has since issued thought leadership 
research publications on Integrated Reporting, 
which is currently the industry’s highly topical issue 
globally.

gETTINg TO THE TOP
Nkonki’s Chairman, Mzi Nkonki, does not doubt that 
focusing on building capacity, establishing a lead in 
thought leadership, promoting brand awareness and 
building trust of the Nkonki brand through consistent 
service delivery will allow the firm to reach further 
heights. 

“It is pleasing to note that our professional team 
mostly exceeds client expectations on service delivery, 
professionalism, transfer of skills and value added 
services. 

Once we establish that our clients are happy, and 
more black CAs(SA) qualify through the process, then 
we know it’s all worth it” says Nkonki.  ❐

Author: Eamonn Ryan is a business journalist.
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The fascinating story of South Africa’s first 
deaf Chartered Accountant. She refused to 

let her deafness get in the way of her dreams, 
amitions and philosophies.

In Support 
of Sound 

Accounting 
Practices

T he main tenet behind Yann Martel’s bestseller, 
Life of Pi, is that one needs adversity in order to 
enable one to survive. Readers were in awe of 

how the narrator, young Piscine Molitor Patel, found 
himself stranded on a boat after a violent storm saw 
all passengers and crew dead, including his brother 
and parents.

 He also had a zebra, a hyena , an Orangutan 
and a Bengal tiger for company. Whilst journeying 
to nowhere, his attention was focused on a weird 
duality: that of surviving on a seemingly merciless 
ocean and to also avoid the carnivorous instinct of 
the majestic tiger when he happened to be the sole 
survivor. Piscine is adamant that had it not been for 
the tiger, he would not have survived.

A fascinating parallel to Piscine and his life 
changing experience is reflected in the likes of 
Kashveera Chanderjith, South Africa’s first deaf 
Chartered Accountant. Like Piscine, Kashveera 
refused to let her deafness get in the way of her 
dreams, ambitions and philosophies. She refused 
to allow her “disability” to destroy her; instead, her 
apparent “shortcoming” actually defines her!    

The tenacity of this youngster grew from a young 
and tender age and she learnt to be resilient and 
to not let the odd insult, malicious teasing and the 
blatant door slamming deter her. Paradoxically, 
it made her more resolute and went a long way to 
systematically constructing a self-esteem so tough 
that it makes titanium seem like play dough. 

Part of the baking of Kashveera’s clay came 
from her parents who refused to give up. This 
added impetus to Kashveera’s development and 
phenomenal growth. This is indicative of Kashveera’s 
option of not attending a school for the deaf and not 
learning sign language! “What is normal?” quips this 
jovial lass. After enduring sometimes excruciating 
peer pressure and finding a niche, she achieved five 
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distinctions in her matric year- this at a normal 
school. A remarkable achievement indeed!

She then enrolled to do her Bachelor of 
Commerce in Accounting at the University of 
KwaZulu-Natal (UKZN) with a Deloitte bursary. 
She graduated within three years, without failing a 
single subject, and became the first deaf graduate 
in the history of UKZN. Kashveera then proceeded 
to do her Honours at UNISA and graduated within 
one year in 2008. This bright spark also received the 
Golden Key Award for academic excellence during 
her first year of study.

The next hurdle was to complete her articles for 
three years at Deloitte Durban, and she passed both 
her qualifying board examinations on her very first 
attempt, and then became the first deaf chartered 
accountant in South Africa [CA(SA)]. 

Does the profession and deafness seem 
incongruous? Not for this spirited young lady who 
has the gift of a very broad vision and the ability to 
see the proverbial bigger picture. “The profession 
is a very rewarding one even though the road is 
demanding, do not despair – instead work hard. 
A CA(SA) after your name is well worth the long 
journey! 

My journey to success has been a very long one, 
obviously with many upheavals and downfalls, but it 
has been a very fruitful one at the end. I also ensured 
that I studied hard at school and at university 
and even when I wrote my professional qualifying 
examinations. I used to sit in the front of the class or 
in the front of a lecture room, and still have the habit 
even in a meeting to sit in the front. My road has 
been a long one, one fraught with many challenges, 
but onward we must journey for the wheels of time 
halt for none. ” says Kashveera. 

“I have client-facing roles which require 
extensive interpersonal skills. My clients have been 
more than understanding, most of them actually 
amazed and inspired. I have spread deaf awareness 
through corporate channels as well through a 
multitude of client interactions and have had the 
great fortune to break many perceptions including 
the perception that the deaf are dumb, which they 
are not, unless they choose to be. My struggle for 
inclusiveness is far from over, overcoming barriers 
was part of the journey. There were instances when 
I was mocked at, or made fun of, because I sounded 
different, but then I always rose above that, and 
strived to see goodness in everyone and everything. 
There were times when I was discriminated against, 
but that, along with being painful, gave me the 
great strength to get up and face my battle head on. 
There was this constant human rights battle which 
my father spearheaded for the vast majority of my 
life: the right to dignity, the right to education and 
the right to be free and heard,” says an insightful 
Chanderjith.

Kashveera is currently employed at Anglo 
American, a diversified mining company as part 
of their business assurance services. In this role, 
Chanderjith is responsible for dealing with risk, 
ethics, governance, forensics, and internal audits.

The CA(SA) profession has amassed a reputation 
that is unrivalled worldwide. The only way that this 
good reputation can be sustained is if competent 
and credible professionals join its ranks and add to 
the growing brand. It is clear that a CA(SA) of the 
stature of Kashveera will do just that! ❐

Author: Yuven Gounden; photography BrightLiquidLight.
Photos taken at The Maslow Hotel.
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INFINITI'S FX 3.0 S AND TOYOTA'S 86 – HOw MUCH bEAUTY? HOw MUCH bEAST?

To Infiniti, and beyond...to the 86
 lead LIfESTYLE

T he latest brand to hit South African soil is Infiniti 
- Nissan's premium brand, similar to Toyota's 
Lexus.
I tested Infiniti's SUV model, which, in my 

opinion, is one of the sportiest looking SUV’s available 
in South Africa. Its swooping lines and coupe styling 
gives the car an exciting aesthetic, while the chunky 
bonnet-creases and huge wheels create an aggressive 
presence. All in all, it's a well-designed machine that is 
bound to inspire strong reactions one way or another. 
As for me, I loved it. 

Due to the Infiniti's attractive looks and unusual 
badge, questions and comments from onlookers were 
frequent. Most people appeared shocked to hear 
the name and had difficulty taking my responses 
seriously!

The vehicle's interior continues the outward, 
sporty theme, and luxuriously soft leather, including 
that which adorns the steering wheel, exudes quality 
and class. This car is equipped with all the bells and 
whistles as standard, including sunroof, satellite 
navigation and temperature-adjustable seats. 

There is ample room inside for 5 adults to be 
transported comfortably. The coupe design results 
in rear headroom that is a bit limited, but for those 
of average height, this should pose no significant 
problem. Boot space is reasonable, and a subwoofer is 
fitted on the inside of the spare wheel, fully utilising 

the available space. The rear seats are adjustable to 
three positions, adding flexibility to the boot space and 
enhancing the luxury enjoyed by rear seat passengers. 

The dashboard layout is pleasing, complementing 
the overall ergonomics of the vehicle. Those familiar 
with Nissan vehicles will recognise elements of 
the Infiniti's entertainment console, with buttons 
and a mouse control just in front of the screen. As 
mentioned in earlier Nissan reviews, I think this is one 
of the more practical systems available. It works well.

On the road, the 3-litre diesel motor offers 
sufficient grunt and power to satisfy most drivers. 
I did however feel that gear changes were a bit 
sluggish. Switching the gearbox into sport mode 
did result in some improvement, but I found using 
the paddle shift to be the best solution when quick 
downshifts were required. 

Overall, I feel that this car poses a significant 
threat to its competitors. Its biggest drawback is 
possibly its relatively high price tag, which I believe 
to be a bit on the excessive side. Considering the fact 
that this brand is new to SA, it should perhaps be 
more competitively priced. Apart from this critique, 
the Infinite SUV truly is a great car that represents 
a solid choice in the luxury family vehicle class. I 
would not be surprised to see this vehicle attracting 
favourable attention and reviews in this country in 
the near future.

 MANUFACTUrEr 
SPECIFICATIONS:

 ENGINE:
3.0l V6 Cylinder  

POwER: 
175KW 

TORQUE: 
550Nm  

0-100kM/H: 
8.3 Sec (Claimed) 

FUEL 
CONSUMPTION: 

 Average 
9.0l/100km 

CO2: 
238 g/km 

PRICE: 
From R699 000,00

Car courtesy of 
Infinity South Africa. 
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T oyota has decided to reincarnate its legendary 86 
sports car. This re-engineered 2+2 seater sports car is 
the result of collaboration between Subaru and Toyota. 
The vehicle features pure sports car lines, with an 

elongated bonnet and strikingly short rear end with 
almost no overhangs. The front end has a rather brutish 
looking bumper that has been perfectly sculpted into the 
sloping bonnet. The LED headlights add to the overall 
performance-orientated character of the vehicle, an 
orientation that is further reinforced by a rather large 
diffuser that dominates the rear bumper visual. All external 
things considered, there is little to find fault with in this 
vehicle's looks department. If anything, a rear spoiler might 
lend an attractive finishing touch.

As you open the frameless doors, you are greeted by 
sports seats and a neatly designed dashboard that is fairly 
basic. There are no fancy dials or contraptions, but rather 
a simple, no-nonsense dashboard that displays only the 
information that the driver needs. One big drawback for 
me is the ‘disconnect’ between the red, light interior and 
the green coloured audio system. This in my opinion spoils 
an otherwise decent interior appearance. The rear seats, as 
one might expect, are on the small side and intended for 
children. Its boot design is unconventional, with no cover 
over the spare wheel, which is therefore fully exposed each 
time the boot-lid is opened. This, in my view, is another 
oversight.

The Toyota 86 is powered by a 2-litre, 4-cylinder 
Subaru boxer engine, which has a nice hum to it, but lacks 
the grunt that the vehicle's exciting design might imply. 
This makes it somewhat of a sheep in wolf's clothing. 
There are rumours that Toyota may release a TRD version 
of this model featuring a turbo. If that's the case, it would 
definitely be the more desirable option. The drive is a bit 
harsh, but this is not uncommon in sports car territory. 
Thanks to the low centre of gravity, the car feels solid and 
stable around bends, although the journey does become 
jarring on bumpy roads. The steering wheel offers positive 
feedback, making the driver feel in control even when 
pushing the car to its limits.

As far as I'm concerned, Toyota has a winner here 
that is destined for 'champion' status - if the marque adds 
a turbo and addresses a few design shortcomings. At its 
current price the 86 faces little competition in the sports 
coupe class. One obvious rival is the Kia Cerato Koup, 
which does however not boast true sports car looks. The 
Toyota 86 should revive the sports car passion of Toyota 
enthusiasts, and make a real impact among young drivers 
(or those young at heart). The 86 is definitely an ace up 
Toyota’s sleeve. ❐

Author: Azim Omar CA(SA) is a member of SAGMJ. 

MANUFACTUrEr SPECIFICATIONS:

ENGINE:
2.0l 4 Cylinder 
POwER: 147KW 
TORQUE: 
205Nm 
0-100kM/H: 
8.2 Sec (Claimed)

FUEL CONSUMPTION: 
Average 7.1l/100km 
CO2: 181 g/km 
PRICE: 
From R298 500,00

Car courtesy of 
Toyota South Africa. 
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  Newly Qualified Ca (Sa)
  R500 000 – R450 000 CTC, Rivonia 

Successful manufacturing company in FMCG sector requires a hands-on, 
technical, newly qualified CA (SA). Responsible for full finance accounting 
functions, budgeting, variance analysis, forecast and extensive reporting. 
Direct report to F.D. This is a succession plan for high calibre individuals 
who are willing to go the extra mile. Excellent bonus structures. 
S.A. CITIZENS ONLY! zuleika.a@wexford.co.za

  fiNaNCial MaNageR ReveNue
  R600 000 – R500 000 CTC, east Rand

Goal driven logistics group with a Sub-Saharan African footprint, employing over 
7000 staff, currently seeks strong CA to head up a large revenue finance team. 
Incumbent will be responsible for the implementation of a new billing system, 
manage cash flow and difficult staff. Room to grow into a FD role in the medium-
term. CA (SA) + 2 years post article experience and strong people management 
skills. 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

  CoSTiNg MaNageR
  R850 000 – R800 000 CTC, Bryanston

Costing manager needed for a complex costing manager role. This role 
reports to FD and will have a finger on the pulse of the business. Responsibili-
ties will include ensuring the efficient functioning of the costing department, 
manage the process of effective stock management, pricing and variance 
analysis, manage the process of stock valuation, reporting that provides 
useful information to management to assist in planning, organizing and 
controlling the efficient running of the organization. CA (SA) or CIMA qualified 
with a minimum of 5 years’ experience within manufacturing will secure. 
candice.k@wexford.co.za

  fiNaNCial diReCToR
  R700 000 – R650 000 CTC + Bonus, Central Jhb

Growing entertainment concern seeks vibey young CA with solid technical 
and management experience to head up a small finance team, implement 
corporate governance, controls and manage budget spend. Incumbent will 
report to the MD and the Board of Directors. Company offers the opportu-
nity to make your mark as a young CA where your strategic input to the 
Board will be required. CA (SA) + 2-3 year post article management experience, 
good communication and people skills – a must! tanya.b@wexford.co.za 

  fiNaNCial MaNageR
  R800 000 CTC, Randburg 

Growing market leader, insurance group needs a CA (SA) with business 
and management savvy that has the potential to grow into CFO. This role 
requires a quick thinking analyst that will successfully communicate at all 
levels and be part of the strategic team. If you describe yourself as a “non-
typical” CA, have experience in insurance and management this could well 
be the job for you!! CA (SA) a must! janet.b@wexford.co.za 

  fiNaNCial CoNTRolleR
  R650 000 CTC, North

This organisation believes “results speak louder than words.” This has been 
the company’s philosophy since 1971 and has made them the market leader 
in property management. This company always sets the bar high and its 
people always surpass its ambitious goals! If you feel you could add value 
to this exceptional group, you probably could! CA (SA) with 2 years cor-
porate experience. Property experience secures. janet.b@wexford.co.za 

If you are passionate about our country 
and its people, come join our frontline 
of nation builders in the following role:

SARS is looking for talented 
and vibrant people
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For these and other 
opportunities, please visit 
www.sars.gov.za: careers@sars 

Specialist: Audit 
SARS is looking for an auditor to conduct and ensure the 
effective and efficient execution of complex audits in a multi-
tax situation, to provide specialist advice to other auditors on 
tax calculations, to analyse and interpret financial statements, 
to validate audit findings and to make recommendations.

Qualifications and experience
CA(SA) with 3 to 5 years post qualifying experience in a tax/
audit environment. Specialised knowledge and experience in at 
least one economic sector.

Key competencies:
•	 Interpret complex financial data and develop forms for 

recording such data 
•	 Interpret technical data and procedures to taxpayers or 

other parties 
•	 Oversee the analysis of applicable tax laws and 

regulations, and application thereof 
•	 Accounting and auditing principles 
•	 Internal and external auditing 
•	 A thorough understanding of investigative techniques and 

methods including proven ability to interview, interrogate 
and take statements 

•	 In-depth knowledge of all the Acts administered by the 
Commissioner for SARS.

Employment Equity
The Employment Equity policy of SARS will be considered as 
part of the recruitment and selection process. Please indicate 
your Equity status (race, gender and disability) on your CV.

To apply for this position and for a more detailed job description, 
please visit www.sars.gov.za > Careers@SARS

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. 

For all your Permanent and Flexi staffing needs

ARE YOU TIRED OF ...

WELL WE HAVE THE SOLUTION ...

Paying innated fees for direct hiring costs?

Your service provider unfairly beneeting 

from add-ons the employees hourly rate?

Being charged for non existent service?

Expensive Legacy costing?

Demotivated employees?

We offer a nat management fee per employee per month!

All employee entitlements are at cost!

For more info watch our video at:
www.siennahumancapital.com

 Email us on: info@siennahc.co.za

Speak to us

= Skills x Service x Savings



Leaders in recruitment since 1982

  

  Newly Qualified Ca (Sa)
  R500 000 – R450 000 CTC, Rivonia 

Successful manufacturing company in FMCG sector requires a hands-on, 
technical, newly qualified CA (SA). Responsible for full finance accounting 
functions, budgeting, variance analysis, forecast and extensive reporting. 
Direct report to F.D. This is a succession plan for high calibre individuals 
who are willing to go the extra mile. Excellent bonus structures. 
S.A. CITIZENS ONLY! zuleika.a@wexford.co.za

  fiNaNCial MaNageR ReveNue
  R600 000 – R500 000 CTC, east Rand

Goal driven logistics group with a Sub-Saharan African footprint, employing over 
7000 staff, currently seeks strong CA to head up a large revenue finance team. 
Incumbent will be responsible for the implementation of a new billing system, 
manage cash flow and difficult staff. Room to grow into a FD role in the medium-
term. CA (SA) + 2 years post article experience and strong people management 
skills. 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

  CoSTiNg MaNageR
  R850 000 – R800 000 CTC, Bryanston

Costing manager needed for a complex costing manager role. This role 
reports to FD and will have a finger on the pulse of the business. Responsibili-
ties will include ensuring the efficient functioning of the costing department, 
manage the process of effective stock management, pricing and variance 
analysis, manage the process of stock valuation, reporting that provides 
useful information to management to assist in planning, organizing and 
controlling the efficient running of the organization. CA (SA) or CIMA qualified 
with a minimum of 5 years’ experience within manufacturing will secure. 
candice.k@wexford.co.za

  fiNaNCial diReCToR
  R700 000 – R650 000 CTC + Bonus, Central Jhb

Growing entertainment concern seeks vibey young CA with solid technical 
and management experience to head up a small finance team, implement 
corporate governance, controls and manage budget spend. Incumbent will 
report to the MD and the Board of Directors. Company offers the opportu-
nity to make your mark as a young CA where your strategic input to the 
Board will be required. CA (SA) + 2-3 year post article management experience, 
good communication and people skills – a must! tanya.b@wexford.co.za 

  fiNaNCial MaNageR
  R800 000 CTC, Randburg 

Growing market leader, insurance group needs a CA (SA) with business 
and management savvy that has the potential to grow into CFO. This role 
requires a quick thinking analyst that will successfully communicate at all 
levels and be part of the strategic team. If you describe yourself as a “non-
typical” CA, have experience in insurance and management this could well 
be the job for you!! CA (SA) a must! janet.b@wexford.co.za 

  fiNaNCial CoNTRolleR
  R650 000 CTC, North

This organisation believes “results speak louder than words.” This has been 
the company’s philosophy since 1971 and has made them the market leader 
in property management. This company always sets the bar high and its 
people always surpass its ambitious goals! If you feel you could add value 
to this exceptional group, you probably could! CA (SA) with 2 years cor-
porate experience. Property experience secures. janet.b@wexford.co.za 



APPOINTMENTS

dYNAMIC AUdITING COMPANY
We are based in dunkeld and seek new trainees as well as qualified staff. 
Excellent training and prospects exist. Please email one page CV to 
david@dkalmin.co.za 

TRAINEE ACCOUNTANTS
A medium size audit firm, of approximately 100 staff, on the Eastrand is 
looking for trainees 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 shamoliad@tsksi.co.za

SERVIcES

AUdIT TEAMS
Audit teams available working on caseware at very competitive hourly 
rates supervised by R C de Vos Bcompt. Call Rory on 0837016429 or 
email rorycharles7@gmail.com.

PARTNERSHIPS & PRAcTIcES

HAVE YOU CONSIdEREd RETIREMENT OR SELLING YOUR 
PRACTICES?
Established practice invites expressions of interest from practitioners 
who are considering retirement or who wish to dispose of their practice 
or part thereof. Send me an e-mail at Manfred@profitplan.co.za or call 
me at 083 251 4070.

ACQUSITION OF PRACTICE/FEES
Established durban practice invites interested practitioners 
considering disposal of practice / block fees. For a confidential 
discussion, contact: Graham Marwick, 031 765 6764, 
pamelas@marwick.co.za

INTERESTEd IN SELLING YOUR PRACTICE?
Are you nearing retirement or just want to exit your practice? We 
are interested in buying auditing, accounting and tax practices with 
English or Afrikaans speaking client bases, whether in the bigger 
cities or rural SA. Send us an email at webuyit8@gmail.com to start a 
discussion.

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 practises. Let us 
explore the possibility. Call Marius on 0828873496 now.

Classifieds
 lead REcRUITMENT

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

SELL YOUR PRACTICE TOdAY
Are you nearing retirement or just want to exit your practice? Established 
Johannesburg based firm are interested in buying auditing, accounting 
and tax practices with English or Afrikaans speaking client bases. For a 
confident discussion please email me at jackiev@lucro.co.za or call me at 
0832340891

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

Salary: Negotiable with performance bonus

Join South Africa’s fastest growing independent business to business (B2B)  
telecommunications provider.

Having recently secured significant growth investment, we are rapidly expanding 
the business and looking for a highly-motivated, focused and ambitious  
Finance Director to help develop MyTelnet into the market leader in B2B unified  
communications. The management team are committed to setting new  
standards in the industry, with quality and customer service at the heart of our  
strategy. You will be joining a young, dynamic, focused team with extensive  
domestic and international telecommunications experience. 

You will be required to work in a vibrant, pressured team environment, have 
a pro-active and helpful attitude, and be able to work within a dynamic,  
entrepreneurial business.  You will require strong leadership and management 
skills and in conjunction with the CEO, you will be responsible for driving the  
business forward. Sound knowledge of accounting standards / IFRS is essential.

You will report to the CEO and have responsibility for the finance, commercial 
and billing functions and the associated reporting, processes and controls. Rapid 
career and salary progression is expected. You will be a fully qualified Chartered  
Accountant with a minimum of 3 year’s experience as a Finance Director / Senior 
Financial Manager. 

If you are up for the challenge of joining one of South Africa’s most exciting and 
fastest growing businesses, then please email your CV, with your current and  
expected salary, for the attention of Gavin Tedstone, to: careers@mytelnet.co.za
 
If you have not heard from us within a 2 week period, please deem your application 
as unsuccessful.

FINANCE DIRECTOR - DBN/JHB



COST & MANAGEMENT ACCOUNTANT - 
DURBAN
R420 000
Seeking a Cost and Management  Accountant to 
report directly into FD as well as Production 
Director.  Will ensure financial controls are in 
place across the factory and in accordance to 
Group policy in addition to stock counting, 
forecasting, budgets, weekly accounts and 
product costing.  Excellent Excel skills, good 
report writing abilities and knowledge of database 
systems advantageous.  Applicants must be able 
to work with minimal supervision and able to 
explain financial information to non-financial 
colleagues.
Please send your CV to 
nicky@frontlinesolutions.co.za

Senior Group Accountant – Cape Town (EE)
Neg up to R600 000
Assisting the CFO, you will be a CA (SA) with at 
least 5 years commercial experience and will 
ideally have had some exposure to the Retail 
industry. Responsibilities will include effective 
internal controls, risk management and 
implementation of financial strategies within the 
Group. 
Please send your CV to 
helen@frontlinesolutions.co.za

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

CA (SA)'s (Newly qualified, EE candidates 
only)
R450 000 – R470 000
An opportunity for a newly qualified CA (SA) to 
launch your career within commerce has 
become available within the aviation sector.  
This company offers a pathway to a lot of career 
growth and exposure in the future.  An 
opportunity well worth pursuing. 
Please send your CV to 
natashat@aocfrontline.co.za

TEMP ACCOUNTANTS
R420 000 – R450 000
We are looking for experienced Accountants 
who are immediately available for both tempo-
rary and contract assignments at various 
clients.  These assignments are based gener-
ally in the North and East suburbs and JHB 
CBD.  An accounting degree plus min 5 yrs 
relevant commercial working experience is 
required for these roles.
Please send your CV to
natashat@aocfrontline.co.za

FINANCIAL MANAGER – SANDTON
R800 000
Global client requires a strong hands-on CA 
(SA) with 4-5 years post qualified exp in the 
manufacturing/chemical sector.  You will be 
involved in strategic operations issues as well 
as month-end reporting, forex, budgets, 
inventory and cash flow.  Strong management 
accounting exposure would be an advantage.
Please send your CV to 
jim@frontlinesolutions.co.za

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 Chantal at 
(011) 706-9222 or send your email to 
rag@frontlinesolutiuons.co.za

Newly Qualified CA (SA)’s (TOPP Articles)
Various roles opening up for TOPP Article CA’s.  
Please send your comprehensive CV to 
lynda@frontlinesolutions.co.za, detailing all the 
business areas you have been exposed to 
during your TOPP articles.

Financial Manager – North and East Rand
R600 000 to R900 000
CA (SA)’s with 2-3 years and 3-5 years commer-
cial experience required for reputable FMCG 
and Manufacturing concerns.
Please send your comprehensive CV to 
nathenia@frontlinesolutions.co.za

Financial Controller – North (EE)
R480 000 to R550 000
Diverse, dynamic and confident CA (SA)’s 
required to join reputable, trendy organisation.  
Exposure to financial reporting essential.  
Please send your comprehensive resume to 
nathenia@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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Bryanston         
Durban
Cape Town       

031 312 6833
021 424 3042

011 706 9222

Salary: Negotiable with performance bonus

Join South Africa’s fastest growing independent business to business (B2B)  
telecommunications provider.

Having recently secured significant growth investment, we are rapidly expanding 
the business and looking for a highly-motivated, focused and ambitious  
Finance Director to help develop MyTelnet into the market leader in B2B unified  
communications. The management team are committed to setting new  
standards in the industry, with quality and customer service at the heart of our  
strategy. You will be joining a young, dynamic, focused team with extensive  
domestic and international telecommunications experience. 

You will be required to work in a vibrant, pressured team environment, have 
a pro-active and helpful attitude, and be able to work within a dynamic,  
entrepreneurial business.  You will require strong leadership and management 
skills and in conjunction with the CEO, you will be responsible for driving the  
business forward. Sound knowledge of accounting standards / IFRS is essential.

You will report to the CEO and have responsibility for the finance, commercial 
and billing functions and the associated reporting, processes and controls. Rapid 
career and salary progression is expected. You will be a fully qualified Chartered  
Accountant with a minimum of 3 year’s experience as a Finance Director / Senior 
Financial Manager. 

If you are up for the challenge of joining one of South Africa’s most exciting and 
fastest growing businesses, then please email your CV, with your current and  
expected salary, for the attention of Gavin Tedstone, to: careers@mytelnet.co.za
 
If you have not heard from us within a 2 week period, please deem your application 
as unsuccessful.

FINANCE DIRECTOR - DBN/JHB



Talk to SET about finding talent for South Africa and further afield in Africa.  
We have offices in Johannesburg (Head Office) and Cape Town. 

Results.
The real indicator of success.
From Board level, CFO to newly qualified 
CA appointments in Banking & 
Financial Services, Public Sector, 
Professional Services and IT

Our results speak for themselves.

We are a BEE level 2 accredited company
Established 2003

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

www.setrecruitment.co.za

recruitment consultants
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