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Empower your 
future today
through Fasset’s NSFAS Loan Repayment 
Grant (NLRG)

Your days of worrying about your National Student Financial 
Aid Scheme (NSFAS) loan repayment may be over! Are you 
struggling to make ends meet while completing your Fasset 
Sector Learnership?
 
Fasset (the Finance and Accounting Services Seta) is inviting 
YOU to apply for the Fasset NSFAS Loan Repayment Grant 
(NLRG) geared towards assisting learners to become 
financially independent of their NSFAS debt.  Qualify, and 
you can be debt free in just a few short months!
 

Application forms, information and criteria can be 
downloaded from the Fasset website: www.fasset.org.za. 
or by contacting the Fasset call centre on 086 101 0001. 
Applications for the NLRG close on 15 February 2013. 
Empower your future today, through Fasset.
 
Please note that funding will be available on a first come, 
first serve basis. This grant is applicable to learners who are 
in full-time employment, on a learnership programme, with 
an employer whose levy number falls into the Fasset Seta.

B
LA

C
K

M
O

O
N

 1
04

27

10427 Prof Acc 4th Quarter 12 (NSFAS).indd   1 2012/09/03   11:43 AM



CONTENTS

Publisher
Richard Lendrum

Editorial Board
Jeremy Maggs – Consulting Editor, Debbie Fairweather – 
Managing Editor (debbief@thefuture.co.za)
Janine Connor – Marketing & Communications Executive 
(communications@saipa.co.za), Ettiene Retief – Technical 
Editor, Faith Ngwenya - Technical & Standards Executive

SAIPA Contributors
Mahomed Kamdar – Tax Advisor; Thomas Hoeppli – 
Research Analyst; Heide van der Westhuizen – Legal & 
Ethics; Prof David Venter

Proofreader
Peggy Lendrum

Design & Layout
Barbara van Wyk

Production
Mabel Ramofoko

Advertising Sales
Debbie Fairweather (debbie@thefuture.co.za)

Reproduction and Printing
Typo Colour Printing Specialists

SAIPA National Office
SAIPA House, Howick Close, Waterfall Park, 
Vorna Valley, Midrand
PO Box 2407, Halfway House, 1685
Tel: 08611 (SAIPA) 72472
www.saipa.co.za

Published by Future Publishing (Pty) Ltd 
PO Box 3355, Rivonia, 
2128, South Africa
No 9, 3rd Avenue, Rivonia, South Africa
Tel: +27 (11) 803-2040 • Fax: +27 (11) 803-2022

© Copyright. All copyright for material 
appearing in this magazine belongs to 
Future Publishing. No part of this magazine 
may be reproduced without written consent 
of the publisher. 

The views expressed by the contributors 
do not necessarily reflect those of SAIPA, 
Professional Accountant or the publisher.

COVER STORY
The Roots of Accounting
 - The second oldest profession in the world     08 

FEATURES
International standards on Review Engagements                        12
IFAC: How to cope with pressure to lower fees   14
Career prospects of a Professional Accountant     16
The payment of end-of-year bonuses                        20
17 Small Business PR ideas for accountants   24

REGULARS
A Word from SAIPA   06
SAIPA News & Views  23
Member Profiles  26

©This publication is protected in terms of the Copyright Act 98 of 1978.

1Professional Accountant

SAIPA TM

Y O U R  W E A L T H

 THE ROOTS OF ACCOUNTING
The second oldest profession in the world

  CAREER PROSPECTS
Opportunities for a Professional Accountant (SA)

 REVIEW ENGAGEMENTS 
An update on international standards 

 PR FOR ACCOUNTANTS
17 small business ideas

CPD

190 mins

ACCOUNTANT
Official Journal of the South African Institute of Professional Accountants Quarter 4 2012

PROFESSIONAL

3Professional Accountant

Empower your 
future today
through Fasset’s NSFAS Loan Repayment 
Grant (NLRG)

Your days of worrying about your National Student Financial 
Aid Scheme (NSFAS) loan repayment may be over! Are you 
struggling to make ends meet while completing your Fasset 
Sector Learnership?
 
Fasset (the Finance and Accounting Services Seta) is inviting 
YOU to apply for the Fasset NSFAS Loan Repayment Grant 
(NLRG) geared towards assisting learners to become 
financially independent of their NSFAS debt.  Qualify, and 
you can be debt free in just a few short months!
 

Application forms, information and criteria can be 
downloaded from the Fasset website: www.fasset.org.za. 
or by contacting the Fasset call centre on 086 101 0001. 
Applications for the NLRG close on 15 February 2013. 
Empower your future today, through Fasset.
 
Please note that funding will be available on a first come, 
first serve basis. This grant is applicable to learners who are 
in full-time employment, on a learnership programme, with 
an employer whose levy number falls into the Fasset Seta.

B
LA

C
K

M
O

O
N

 1
04

27

10427 Prof Acc 4th Quarter 12 (NSFAS).indd   1 2012/09/03   11:43 AM

08 16 24



4 Professional Accountant

Agriculture

Retail

Mining

Manufacturing

Financial
Services

Public
Sector

Distribution

Call
0861 EVOLUTION    

for a product

demonstration or visit

www.pastelevolution.co.za

               Isn’t it time your
        business software              
       evolved

to something sleeker and simpler to implement?

ProfAcc_Evo_DPS.indd   2 2012/04/10   10:23 AM

0861 EVOLUTION
JHB +27 11 304 3530    CT +27 21 522 7400    DBN +27 31 537 7100
www.pastelevolution.co.za  •  evolutionsales@pastel.co.za

      Pastel Evolution.
            Smart, cost-effective accounting and 
            business management software for
                                   larger businesses.

               Isn’t it time your 
        business software              
       evolved

to something sleeker and simpler to implement?

ProfAcc_Evo_DPS.indd   3 2012/04/10   10:23 AM



5Professional Accountant

Agriculture

Retail

Mining

Manufacturing

Financial
Services

Public
Sector

Distribution

Call
0861 EVOLUTION    

for a product

demonstration or visit

www.pastelevolution.co.za

               Isn’t it time your
        business software              
       evolved

to something sleeker and simpler to implement?

ProfAcc_Evo_DPS.indd   2 2012/04/10   10:23 AM

0861 EVOLUTION
JHB +27 11 304 3530    CT +27 21 522 7400    DBN +27 31 537 7100
www.pastelevolution.co.za  •  evolutionsales@pastel.co.za

      Pastel Evolution.
            Smart, cost-effective accounting and 
            business management software for
                                   larger businesses.

               Isn’t it time your 
        business software              
       evolved

to something sleeker and simpler to implement?

ProfAcc_Evo_DPS.indd   3 2012/04/10   10:23 AM



The South African Institute of Professional Accountants (SAIPA) 

recently conducted research that indicates that jobseekers’ 

professional affiliation/education is the second-most important 

criterion for recruitment agencies when recommending candidates 

to their clients. 

The research further showed that the vast majority of companies 

value the Professional Accountant (SA) designation, with 51% seeing 

it as more impressive than other non-audit professional designations. 

The research also indicated that 75% of respondents believed that 

a professional designation influenced remuneration, with 32% noting 

even higher salary offers for Professional Accountants (SA) above other 

similar designations. In line with this finding, 63% of respondents rated 

the general image of Professional Accountants (SA) in commerce and 

industry as ‘good’, with a further 15% saying it was ‘very good’. 

According to the SAIPA research analyst, Dr Thomas Hoeppli, this 

research shows that the Professional Accountant (SA) designation is, 

indeed, highly valued by corporate South Africa, and therefore by 

those who are recruiting for it. Professional Accountants are hugely 

versatile and, while many are in practice supporting mainly SMEs 

(small and medium-sized enterprises), they have also become highly 

sought-after to fill corporate positions in finance departments. 

This is great news for SAIPA because the research also yielded 

some unexpected results with regard to recruiters’ perceptions 

about the supply of suitably trained accountancy staff, which has 

proved to have improved over the past five years. SAIPA’s efforts to 

make professional accountancy top of mind for potential future 

members are starting to bear fruit, professional accountancy is 

being considered as a career path. Thumbs-up to that! SAIPA will 

continue with its initiatives to educate the marketplace that, after all, 

Professional Accountants (SA) plays a crucial role in the support of 

SMEs who are a vital engine for economic growth and job creation 

in South Africa. 

This is the last issue of Professional Accountant for 2012, and we 

wish all our readers a happy and safe festive season.

Janine Connor

Marketing and Communications Executive

A WORD FROM SAIPA

Professional Accountants get Thumbs-Up
from Recruiters and Employers

Little LogBook competition 

Congratulations to the following SAIPA members: 

Brandon Iverach, Caro Olivier, Lindiwe Masilela, 

George Marshall and Nico Brink.

You have each won a Log Book GPS device valued at R899 

courtesy of Little LogBook.

6 Professional Accountant
This gadget does all the work!  

Claiming made easy
www.littlelogbook.co.za

Make Yourself at Home, 
Wherever Business Takes You 

In South Africa

SAIPA members benefit from a 20% discount off rack rate applicable at the Courtyard, City Lodge and Town Lodge 
hotels in and around South Africa. This discount is off room only. In order to book please visit www.citylodge.co.za 

and book your room using the promotional code: SAIPA22  . Subject to availability. Only online bookings apply, 
credit card required for payments. Cannot be used in conjunction with any other promotion, discount or corporate 

rate. Valid immediate to 30 September 2013.

Whether it’s at The Courtyard, City Lodge or Town Lodge, we 
have a conveniently located hotel to suit all pockets 

From Bellville to Bryanston and Potchefstroom to Port Elizabeth, 
we have 52 conveniently located hotels that will make you feel 

right at home  (and won’t break the bosses’ budget either)
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The Roots of Accounting 
– The second oldest profession in the world

The economy and trade environment around us is constantly 

changing. As a result, accounting and financial reporting 

standards have also been in a steady state of change to cater 

for the changing environment and globalisation of trade. While 

accounting and reporting standards may change, the accounting 

profession hasn’t evolved much since the 15th century. Equally, the 

accountant may have evolved significantly, becoming a core part 

of the company’s tax compliance, business structure, and general 

purveyor of advice to management of vast scope; but being an 

‘accountant’ as a profession is the second-oldest after prostitution.

In fact, without the expansion of trade and industry, foreign trade, 

and taxation, the average man would have had little motivation 

to learn how to read or write. In the early centuries the only men 

(no woman allowed) that could read and write were politicians, 

philosophers, scientists, or men of the clergy. 

The need to read and write was essential to keep books. 

Accounting, just like mathematics, is both an ancient and modern 

practice that has been developed with a wide spread of cultural and 

external influences. The modern numbering system was derived from 

India and Arabia. Imagine still using Roman numerals. For example, 

MMMCDXLIIII is 3444, or MMMCDXLIIII + CCCXCIIII calculate to 

3838. When compiling financial statements you would be rounding 

to the nearest ‘M’ (1000). The Hindu-Arabic system of writing 

numerals 1, 2, 3… was only used from the 13th century. In fact, 

the number 0 and recognition of having nothing was void until early 

13th century (there is no Roman numeral for zero). The symbols of 

the decimal system were only recognised and used widespread from 

the 17th century, even though the forerunner of our modern decimal 

notation was used in India since 600AD. 

It’s estimated that accounting, in the form of recording inventory, 

started a little over 10 000 years ago, with the first archaeological 

evidence of this dating back to 5000BC where a priest dropped stones 

into a bag to count the temple’s cattle. Later finds have revealed clay 

tokens would be deposited into hollow clay balls (called ‘envelops’) 

with primitive writing and markings to reference the type of livestock.

ROOTS OF ACCOUNTING

Ettiene Retief explores the history of the accounting profession and 
how it has evolved through the ages.
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ROOTS OF ACCOUNTING

From around 2 500BC scribes scratched signs and symbols 

on damp clay tables with pointed sticks in order to evaluate the 

king’s wealth and tribute payments (some 1 500 years before the 

development of the first alphabet). The Greek civilisation and culture 

developed the act of bookkeeping further with the use of papyri, 

spreading its practices across the Mediterranean. Foreign trade then 

started to develop. The Romans developed over a thousand years 

the civilisation that was to be the cornerstone for Western civilisation. 

The republic was replaced by the empire, which was known for its 

pursuits such as road building, engineering wonders, legal system, 

government administration, and taxation to pay for it all. These huge 

bureaucracies demanded bookkeepers. 

The development of trade, a legal system, and payment system 

required record keeping. The vast bureaucratic network led by 

administrators, with a staff of scribes, ran the Roman and provincial 

governments. Financial records were carefully kept on public 

accounts, even though corruption was on a vast scale, including a 

monthly register of all receipts and payments. Often payments would 

be made by written warrants to avoid transporting coins across long 

distances.

Following the fall of Rome was the Middle Ages, which lasted 

about a millennium. The feudal system and the Catholic Church both 

evolved from Roman administrative frameworks. Most Italian cities 

maintained commercial ties with Constantinople, and during the 

early 11th century merchants became leaders of the rich city states of 

Florence, Genoa, Pisa, Milan, and Venice. Important families later 

became the rulers, such as the Medici family that seized control of 

Florence in the mid-15th century. The patronage of these powerful 

families as well as the growth of trade and a renewed interest in 

classical literature was partly responsible for the Renaissance.

The medieval artisans and shopkeepers may not have required 

detailed financial records, but the Crusades brought European 

nobles and soldiers in contact with exotic East. Italian merchants 

were in the ideal position to exploit expanding trade opportunities 

from Europe to Constantinople and beyond. Merchant trading 

across Europe and the Mediterranean now required sophisticated 

financial records. Let’s not forget that the modern day banking 

system finds its roots in Italy around this time.

The double entry bookkeeping methodology was invented by 

the Italian merchants in the Genoa-Venice-Florence triangle in the 

1200 - 1350 period. The merchants were generally middlemen, 

primitive retailers. They didn’t produce the goods, but rather 

arranged the purchase in convenient locales. These merchants 

became rich and powerful because they set prices and knew 

how to calculate costs and profits.

While no one man could be credited with the double entry 

bookkeeping system or accounting as we know it today, Luca 

Pacioli was the first to consolidate and publish the system, 

after filling the gaps. Luca Pacioli (1447 - 1517) credited by 

many as the father of accounting; was a wandering Franciscan 

monk and mathematician; a contemporary of Columbus, and 

a friend and collaborator of Leonardo da Vinci. His seminal 

work, Summa de Arithmetica, Geometrica, Propotioni et 

Proportionalite, first published in 1491, contained a section, 

‘Particularis de Computis et Scripturis’ (Details of Accounting 

and Recording) which is the first known complete description 

of double entry bookkeeping. Pacioli’s system spread across 

Europe and his Summa was translated into Dutch, German, 

French, Russian, and English.

“Financial records were 
carefully kept on public 
accounts, even though 

corruption was on a vast scale, 
including a monthly register of 
all receipts and payments.”

9Professional Accountant



ROOTS OF ACCOUNTING

Interestingly, Pacioli’s Summa was published not long after 

Columbus returned from the New World, which was a key event in 

the decline of Italian states and the rise of Spain as a world power. 

Shortly after, Portugal, Holland, and England joined Spain as great 

sea powers. If Pacioli’s Summa had been published later than it was, 

perhaps we would not have the double entry bookkeeping system 

we have today! 

England gradually gained the dominance through trade and 

imperialism under the Mercantilist theory that colonies provide raw 

materials and buy finished goods. This led to an important capitalist 

invention, the joint stock company, which is the origin of the modern 

corporation/company. One of the first in England was the East India 

Company, chartered in 1600, with monopoly rights between Cape 

of Good Hope and the Straits of Magellan. At first, only short-term 

stocks were issued for a single voyage, then the stock was liquidated 

and the proceeds divided among shareholders. Permanent capital 

was introduced in 1657. The first record of an ‘accountant’ is Thomas 

Stevens, the Accountant General for East India Company (1614).

After the burst of the South Sea Bubble in 1720 the joint stock 

company fell into disfavour, with large-scale fraud and speculation 

recorded as being key. Joint stock companies would only regain their 

popularity again in the early 19th century. 

The invention of the steam engine in 1769 made modern factories 

possible, and England changed from an agrarian and craft-based 

society to an industrial power. The next evolutionary step was the 

rise of the inventor, each an entrepreneur with a need for capital 

and a vision of creating vast personal wealth. Canal building and 

locomotives further boosted the volume of raw materials that could 

be transported across large distances. By 1860 Britain produced 

more than half the world’s iron and coal, was responsible for 20% of 

world trade and 40% of manufacturing trade. 

The late 18th century witnessed the beginning of modern cost 

accounting, with Josiah Wedgwood at the wheel, a leader of 

the Industrial Revolution and grandfather of Charles Darwin. By 

the end of the 18th century, eleven men listed their occupation as 

‘Accomptants’ in London. It was, however, the 1831 appointment 

of ‘Official Assignees’ in terms of the Bankruptcy Act that provided 

the first official recognition of the profession. With the expanding 

business activities, government regulations, and taxation, greater 

demand for accountability required more accountant resources.

William Cooper, who started as a clerk for a London company, 

established his own accounting practice in 1854. He was later 

joined by three brothers to form Cooper Brothers & Co. in 1861. 

The primary work performed by this practice was preparation of 

accounts and the balance sheets of public companies, especially 

those in bankruptcy. 

The demand for the accountant grew, and so to the role of auditor. 

Following the introduction of the Companies Act of 1862 to govern 

British Companies, and introducing a requirement for banks to be 

audited, and all public companies to be audited by the end of the 

century, the Cooper brothers took an active role in developing the 

Institute of Accountants, which was granted a royal charter in 1880. 

This firm merged with its worldwide firm network in 1956 to become 

the then Coopers & Lybrand.

With the growing demand for cotton, America had significant 

economic growth during the 19th century. After the Civil War and 

two World Wars, the early 20th century set the scene for the modern-

day accountant and auditor, with International Financial Reporting 

“Luca Pacioli, credited by 
many as the father of accounting; 

was a wandering Franciscan 
monk and mathematician; a 
contemporary of Columbus, 

and a friend and collaborator of 
Leonardo da Vinci.”
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Standards being the focus since the start of the 21st century. The 

American period of growth saw its share of financial scandals, 

with over-capitalisation and stock speculation causing many 

financial panics. Watered stocks and growing monopolies in 

several industries littered the newspaper headlines. Labour unions 

developed in response to corporate exploitation of workers. 

The American corporation of the early 20th century had no 

comparable history of losses from stock speculation. Instead, the 

balance sheets were drafted mainly with the banker in mind, and 

the bankers of the time were more concerned with liquidity than the 

company’s earning capacity. The inventory depression that started in 

1920 resulted in wholesale prices falling 40%, cash-flow slowed, 

loans defaulted, and credit became less available. This led to the 

shift of from who you source your capital, and corporate stock issues 

became the main method of financing your capital needs. Since 

the stockholder, and not the banker, became the primary user of 

financial statements, the income statement was the centre of attention 

and not merely the balance sheet. The financial statements now also 

became a key reference for income taxation.

Further developments and legislation with regards to the 

financial statements would cement the need for the independent 

auditor, and now independent reviewer.

In fact, the audit or review of financial statements doesn’t have 

a deep-rooted history. The need to record and account has been 

at the centre of trade and industry. Just 

imagine how different the world would 

be if not for accounting! Your daily 

trade at the shop for bread, milk and 

meat would be vastly different – and 

you would most likely need to drag your 

livestock along for the trade. 

ROOTS OF ACCOUNTING

“Since the stockholder, and not 
the banker, became the primary 
user of financial statements, the 
income statement was the centre 

of attention and not merely 
the balance sheet.”
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REVIEW ENGAGEMENTS

International Standards on Review Engagements

Why might an entity engage a practitioner to perform a Review 
Engagement, and why did the IAASB decide to revise its review standard?

A Review Engagement is an evidence-based engagement in 

which the practitioner obtains limited assurance to support 

a conclusion on the financial statements. When an audit of 

financial statements is not required, a Review Engagement may be 

required by law or regulation, or can be voluntarily undertaken. 

Many jurisdictions have introduced exemptions from mandatory audits 

of financial statements, for example, based on the type of entity, its size, 

or other public interest considerations. This change in the regulatory 

environment is a significant driver of demand for services, other than the 

financial statement audit, that enhances the credibility of SME financial 

statements on a cost-effective basis. Rather than audits, some jurisdictions 

have chosen, instead, to require the entity’s historical financial statements 

to be reviewed by a practitioner. Other entities not required to have an 

audit may request a practitioner to perform a Review Engagement. 

Aims of the revised review standard 

ISRE 2400 (Revised) helps practitioners performing Review 

Engagements converge on the use of a globally accepted benchmark 

for undertaking such engagements, and promotes better clarity for 

users about the nature of a review. The revised standard is intended to 

fill an emerging need in jurisdictions that currently do not have national 

standards addressing reviews of financial statements. 

The IAASB believes that an engagement performed under the 

revised standard should: 

•	 Enhance users’ degree of confidence in the entity’s financial 

statements, by reporting on them in a manner commensurate with 

the limited assurance obtained by the practitioner. 

•	 Be able to be performed on a cost-effective basis. 

What is the nature of the work performed in a Review Engagement? 

The practitioner performs inquiry and analytical procedures to obtain 

sufficient appropriate evidence to conclude on the financial statements 

as a whole. If sufficient appropriate evidence has not been obtained 

from inquiry and analytical review, the practitioner performs other 

procedures judged necessary to be able to form a conclusion. The 

practitioner performs additional procedures if the practitioner becomes 

aware of matters that cause the practitioner to believe the financial 

statements may be materially misstated. 

The ISRE also specifies certain matters the practitioner is required 

to cover through inquiries, and identifies specific circumstances the 

practitioner is required to address, namely: 

•	 Related parties;

•	 Fraud and non-compliance with laws and regulations; and 

•	 The entity’s ability to continue as a going concern. 

Additional procedures 

If, during the engagement, the practitioner becomes aware of matters 

that cause the practitioner to believe the financial statements may be 

materially misstated, the practitioner is required to design and perform 

procedures sufficient to address those matters; either by concluding 

that they are not likely to cause the financial statements as a whole 

to be materially misstated, or by determining that they do cause the 

financial statements to be materially misstated. 

Obtaining an understanding of the entity and the environment 

As a basis for designing procedures to address areas in the financial 

statements where material misstatements are likely to arise, the 

practitioner obtains an understanding of the entity and its environment, 

and of the applicable financial reporting framework. This is a continual 

dynamic process of gathering, updating and analysing information 

throughout the engagement, and the practitioner’s understanding is 

updated as changes in conditions and circumstances occur. 

Designing and performing procedures for the review 

The practitioner is required to design and perform inquiry and 

analytical procedures to: 

•	 Address all material items in the financial statements, including 

disclosures; and 

•	 Focus on addressing areas in the financial statements where 

material misstatements are likely to arise.

How does ISRE 2400 (Revised) address engagement quality?

Compliance with relevant ethical requirements, engagement-

level quality control procedures, and a focus on competence and 

capabilities, including competence in assurance skills and techniques, 

are among key matters highlighted in ISRE 2400 (Revised). 

Engagement quality control 

Among other important provisions, the ISRE establishes safeguards 

that Review Engagements are not undertaken when they are 

not appropriate in the circumstances. The ISRE also requires the 

engagement partner to take responsibility for the overall quality of 

the Review Engagement, including: 

International Auditing and Assurance Standards Board
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•	 Direction, supervision, planning and performance of the review 

in compliance with professional standards and applicable legal 

and regulatory requirements; and 

•	 Performance of the engagement in accordance with the firm’s 

quality control policies, including taking responsibility for 

appropriate engagement documentation being maintained. 

Professional scepticism and professional judgment 

The practitioner’s professional scepticism and ability to exercise 

sound professional judgment are important influences on engagement 

quality. The practitioner is required to plan and perform the reviews 

with professional scepticism, recognising that circumstances may exist 

that cause the financial statements to be materially misstated. 

Professional judgment is essential to the performance of high-quality 

reviews, most particularly regarding decisions about the procedures 

performed and the sufficiency and appropriateness of the evidence 

obtained, and to form the practitioner’s conclusion.

What is reported in a Review Engagement?

The practitioner’s report under ISRE 2400 (Revised) includes a 

description of the nature of a Review Engagement in context for the 

readers of the report to be able to understand the conclusion. 

The ISRE includes requirements and guidance directing the 

practitioner to the type of conclusion that should be issued depending 

on the circumstances, for example, when sufficient appropriate 

evidence has not been obtained or when there is a limitation on the 

scope of the review. 

Description of the review engagement in the practitioner’s report 

The practitioner’s report contains, among other things: 

A description of the practitioner’s responsibility under the ISRE; and 

A description of a review of financial statements, including the 

following statements: 

•	 A Review Engagement under the ISRE is a limited assurance 

engagement; 

•	 The practitioner performs procedures, primarily consisting of 

making inquiries of management and others within the entity as 

appropriate, and applying analytical procedures, and evaluating 

the evidence obtained; and 

•	 The procedures performed in a review are substantially less than those 

performed in an audit conducted in accordance with International 

Standards on Auditing (ISAs), and, accordingly, the practitioner 

does not express an audit opinion on the financial statements. 

Form of the practitioner’s conclusion 

The practitioner expresses a conclusion that is based on the evidence 

obtained during the Review Engagement. An unmodified conclusion is 

expressed when the practitioner has obtained limited assurance to be 

able to conclude that nothing has come to the practitioner’s attention 

that causes the practitioner to believe that the financial statements 

are not prepared, in all material respects, in accordance with the 

applicable financial reporting framework.

Effective date

Reviews of financial statements for periods ending on 31 

December 2013. 

For more information visit: www.iaasb.org

Copyright © International Auditing and Assurance Standards Board. 

This article has been re-published with permission of IAASB.

REVIEW ENGAGEMENTS
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IFAC

How to Cope with Pressure to Lower Fees
As the global economy continues to struggle to gain momentum, accountancy 
practices around the world are finding that pressure to lower the fees for their 
professional services continues to present a significant challenge. 

That is one of the key messages coming out of the latest IFAC 

SMP Quick Poll. In 2011, IFAC conducted four similar polls. 

SAIPA replicated and extended these polls and carried 

out a survey amongst its own members in April 2012. Asked to 

name the most important issue that their small- and medium-sized 

practice (SMP) is facing, the largest number (50%) cited ‘Keeping 

up with new regulations and standards’, followed by ‘Attracting and 

retaining clients’ (23%). The pie diagram below illustrates the issues 

indicated by SAIPA members.

In order to retain existing clients or attract new clients, SMPs 

need to offer their prospective and current clients attractive and 

comprehensive service packages. Unfortunately, clients are, in many 

cases, unable to reliably assess the quality of the services that an 

SMP will render in the future. New clients or clients who think about 

switching to another accountancy service provider, therefore often 

consider and compare the fees that an SMP charges, to decide 

which competitor to choose. After all, this is the most straightforward 

and accessible criteria they have at their disposal. For the SMPs, 

however, this can lead to an undesirable downward pressure on 

their fees and, consequently, on their income.

Fee pressure is nothing new. The profession has always faced 

various degrees of fee pressure, in certain areas more than others. 

The ongoing economic malaise has surely contributed to increased 

concerns about fee pressure among many SMPs, though. Many 

SME clients are faced with subdued demand for their products and 

services, and economic uncertainty poses a further challenge for 

them. In this context, it is not surprising that some SME clients are 

looking for ways to reduce their costs. The SMPs that serve them are 

likely to be affected too. Their clients may try to negotiate fees or cut 

prices, while at the same time maintaining the high quality of services 

that Professional Accountants (SA) are known for. 

Although it is primarily the global economic downturn that 

has reinforced the pressure on fees for professional services, this 

increased pressure is likely to last long after the global economy has 

recovered. The reasons why such fee pressures could become the 

new norm include the following:

•	 Clients may be determined to keep their bills down and may feel 

that professional services (including legal and accounting services) 

do not warrant the fees paid before the economic downturn. 

•	 Globalisation and the benefits of lowered costs from 

outsourcing to cheaper offshore contractors may prompt 

clients to demand a share in these cost savings. 

•	 Technological advances allow sophisticated software 

packages to perform some tasks long the preserve of trained 

human judgment. Some clients may expect a share in the 

corresponding cost reductions. 

Regardless of whether downward pressure on fees is a temporary 

phenomenon or more permanent, the following tips should help 

Professional Accountants and their practices to deal with this 

pressure, while preserving the high quality of professional services. 

Indeed, maintaining (and even continuously improving!) the quality 

of services provided is essential, not only to the reputation of 

individual SMPs, but in the long run also to the reputation of the 

entire accountancy profession. 

Some Useful Tips for Coping with Fee Pressure

1. Adopt New Approaches to Pricing — Persistent and widespread 

under-pricing will impair the perceived value of the service over time. 

Such practices should, therefore, be avoided. For some services 

(e.g. business advisory), the hourly billing model may place a 

strain on an SMP. Value pricing, which sets prices primarily, but not 

exclusively, on the (perceived or estimated) value to the customer 

rather than on the cost of the service or historical prices, may be 

part of the solution to alleviate fee pressure. Special prices could 

be offered as an incentive for clients to demand a wider range of 

advisory and value-added services. Packaging services, i.e. selling 

more desirable services together with essential, but less desirable, 

ones, can be another useful way of getting clients to focus on the 

concept of comprehensive service provision rather than on hourly 

charge-out rates.

2. Stress to Clients the Value of Services Offered — SMPs should 

regularly communicate the value of their services to their clients 

to make sure that they understand and appreciate the benefits 

of the services they receive. Articulating this value to clients may 

help mitigate fee pressure. The ability to communicate value and 

demonstrate the important role Professional Accountants (SA) play in 

their clients’ businesses is an important part of value pricing.

International Federation of Accountants
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3. Focus Efforts on Most Valuable Clients — SMPs should evaluate 

which clients are the most valuable ones by ranking them, and then 

focus their efforts on these clients. For non-audit services like business 

advisory, tax and accounting, practices might wish to implement 

different service levels (basic, premium, etc.) to suit different 

categories of clients and price them accordingly. This technique, 

which is also known as yield management, is widely used in the 

airline industry to price seats. Ensuring that a proper amount of 

capacity is allocated to various client segments, while offering a 

differentiating value proposition within each segment, is an essential 

element of implementing value pricing strategies. In some cases, it 

may also be worthwhile to move away from less profitable clients. 

4. Leverage Technology to Improve Processes and Lower Costs — 

SMPs can implement process improvements to maintain profitability 

in the face of stagnant or declining fees by maximising the use of 

technology. For example, cloud computing solutions offer the possibility 

of delivering the same services (such as payroll and bookkeeping) for 

less cost. Simple choices like using e-mail instead of regular postal 

services, and SkypeTM instead of telephone or in-person meetings can 

also help lower costs. Practices may be in a position to pass on a 

portion of the cost savings associated with IT efficiencies to their clients.

5. Re-examine the Practice’s Service Offerings — SMPs should 

consider whether they can add value (and thereby justify their fees) 

with additional services for little extra cost or provide the same for 

less cost. Specialising in niche markets or services might be worth 

pursuing to set the practice apart in the marketplace. For others, 

providing a broad range of advisory services and offering value 

pricing (see above) may prove profitable. 

6. Find Cheaper Sources of Supply — Prices and the choice in 

suppliers may have improved considerably since the SMP chose its 

current suppliers. Many suppliers, for anything from Internet services 

to computer hardware, may offer benefits to new clients that switch 

providers. A fresh review could thus lead to sizeable cost savings.

7. Tackle Overheads — SMPs should seek to minimise waste 

and make the most efficient use of resources, both human and 

environmental, including workspace, energy, and consumables. 

For example, practices should consider optimising the utilisation of 

expensive office space and energy by encouraging staff to perform 

much of their work at the clients’ premises or at home and to pre-book 

a desk space when in the office. Similarly, practices should seek the 

most efficient use of staff through improved distribution of workloads, 

ensuring adequate planning and supervision of engagements, and 

delegating work to the appropriate levels. Shifting more routine 

work onto more junior staff can help cut costs but, without adequate 

guidance, could also diminish the quality of the end result, which 

in turn, may impair the practice’s brand. Staff assignments should, 

therefore, be managed carefully. Last, but not least, flexible working 

hours may enable the practice to avoid staff redundancies, which 

can erode morale and may make it difficult to recruit new staff as 

and when conditions improve.

This article is based on the article “How to Cope with Pressure to 

Lower Fees” published by the International Federation of Accountants 

(IFAC) and is used with permission of IFAC.
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Career prospects of a 
Professional Accountant
Thomas Hoeppli, Research Analyst, SAIPA

Market perceptions of Professional Accountants and 
SAIPA qualifications from a recruitment perspective

The South African Institute of Professional Accountants 

(SAIPA) is rapidly gaining in popularity, and an increasing 

number of employers have started to take notice of the 

high professional quality of its members. In line with this, the 

number of members fearing that the Professional Accountant (SA) 

designation is valued less in Commerce and Industry than other 

professional designations in the non-auditing field seems to be 

diminishing. However, some members in Commerce and Industry 

still have the perception that companies tend to give preference to 

applicants with other designations over Professional Accountants 

(SA) even if both applicants have the required experience 

and qualifications for the position. There is also sometimes a 

perception that being a SAIPA member will result in lower salaries 

than those of professionals with other designations.

In an effort to gain a better understanding and more insights 

into the perception of the SAIPA qualification and how Professional 

Accountants (SA) are valued in Commerce and Industry, SAIPA 

conducted a nationwide survey among recruitment agencies in July/

August 2012 with the support of the Federation of African Professional 

Staffing Organisations (APSO). The findings that were obtained from 

the research are, in fact, very encouraging for SAIPA members.

Recruitment Criteria and Professional Designations

The survey revealed that recruiters consider ‘previous experience’ as 

the most important factor in their recruitment decision, closely followed 

by ‘education/professional designation’. Given the importance of 

the professional designation in the recruitment decision, the concerns 

of some SAIPA members about the perception of their designation 

seem justified. However, the survey responses show that there is not 

much reason for concern. 86% of the respondents indicated that 
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they do consider a Professional Accountant (SA) designation in their 

recruitment decision (see Figure 1). And as a matter of fact, 89% 

of the recruitment agencies have recruited Professional Accountants 

(SA) before.

Companies’ Perceptions on the Designation

Through their experience, recruitment agencies are generally in 

a good position to judge how companies of all sizes value a 

certain designation. Figure 2 shows how South African recruitment 

agencies perceive companies’ valuation of the Professional 

Accountant (SA) designation compared to other designations in 

the non-audit field. One-third of the respondents indicated that 

the Professional Accountant (SA) designation is valued about 

the same as other designations in the non-audit field. This is 

already a reassuring fact for SAIPA members who fear that their 

designation is not taken seriously in Commerce and Industry. Even 

more positive is the fact that 51% of the respondents indicated 

that companies value the Professional Accountant (SA) designation 

higher compared with other designations. Out of these, 7% even 

stated that companies value the Professional Accountant (SA) 

designation much higher. 

The concerns that some SAIPA members still have are not confirmed 

by the recruiting industry: A mere 15% of the respondents were of 

the view that companies value the Professional Accountant (SA) 

designation less than other designations, whereas 51% stated that 

companies value the Professional Accountant (SA) designation more 

than other designations. The results show that the times are long 

gone when SAIPA members might have had reason to worry that 

their professional designation would not give them the respect and 

valuation that they deserve in Commerce and Industry.

The next question that comes up immediately: If companies have come 

to value and recognise Professional Accountants (SA) much more than 

they may have in the past, does it also reflect in the salaries they get?

Remuneration

Recruitment agencies’ experience with numerous companies and 

applicants with different professional designations allows them a 

good comparison of the salary packages companies tend to offer. 

It is particularly interesting for SAIPA members to know if companies 

tend to discriminate their salary offers depending on the professional 

designation in cases where both applicants are equally experienced 

and qualified for a position in the non-audit field. 

The answers are most encouraging for SAIPA members working in 

Commerce and Industry or intending to do so in the future. The largest 

number of respondents (39%) indicated that there is no noticeable 

difference in the salaries offered to Professional Accountants (SA) and 

applicants with other professional designations when both are equally 

experienced and qualified for the position in the non-audit field. 32% 

of the respondents even noticed a difference in salary offers in favour 

of Professional Accountants (SA). 

The insights from the recruitment industry reveal that the apprehension 

that a SAIPA qualification is bound to warrant a lower salary than 

some other designation would promise is not justified: 71% of the 

respondents stated that SAIPA members get at least as high salary 

offers as professionals with other designations. Only a comparatively 

small fraction of 18% of the recruitment specialists has actually noticed 

a difference in favour of other designations. The results thus show that 

there is no reason for SAIPA members to be afraid that their qualification 

will not bring them the deserved benefits in Commerce and Industry

RESEARCH

Figure 1: Consideration of Professional Accountant (SA) Designation 
in Recruitment Decision (Source: SAIPA Recruitment Survey)

Figure 2: Companies’ Valuation of the Professional Accountant 
(SA) Designation  (Source: SAIPA Recruitment Survey)
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Image in Commerce and Industry

While getting the deserved monetary rewards is surely important to 

most people, it is usually equally important for most people to be 

recognised as a professional who is at least on par with their peers. 

With their experience and the close connection to companies all 

over the country, recruitment agencies can reliably assess if this 

is currently the case by rating the image and recognition of the 

Professional Accountant (SA) designation in the market place. 

The question on the general image of Professional Accountants (SA) 

in Commerce and Industry does confirm the high valuation of SAIPA 

members. 78% of the respondents of the recruitment industry stated 

that the general image of Professional Accountants (SA) in Commerce 

and Industry is good or even very good (see Figure 4). The remaining 

22% of the survey respondents consider their general image as fair.

It is also most pleasing to see that none of the respondents rated the 

general image of Professional Accountants (SA) in Commerce and Industry 

as poor or even as very poor. These results further corroborate the findings 

that Professional Accountants (SA) have successfully managed to establish 

themselves in Commerce and Industry and build a solid reputation.

RESEARCH

Conclusions
The insights from the recruitment perspective provide valuable 
information for current and prospective SAIPA members who 
consider plying their trade in Commerce and Industry. Being or 
becoming a SAIPA member does not restrict anyone to running 
his/her own practice. The results show that the days are long 
gone when a SAIPA qualification may have been considered 
inferior to other professional qualifications. Professional 
Accountants (SA) do, in fact, have a good reputation in 
Commerce and Industry these days.

The valuation that companies have for Professional Accountants 
(SA) and their designation can open up many doors for them 
in Commerce and Industry. The market and the companies in 
South Africa have obviously recognised the high professional 
standards of Professional Accountants (SA). A SAIPA 
qualification and designation can, thus, be most valuable not 
only for Professional Accountants in Practice, but it also provides 
manifold career opportunities in Commerce and Industry. 

Figure 4: Images of Professional Accountants (SA) in Commerce 
and Industry (Source: SAIPA Recruitment Industry Survey)

Figure 3: Difference in Salary Offers depending on Designation 
(Non-Auditing Field) (Source: SAIPA Recruitment Survey)
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All businesses rely on technology to run efficiently and accounting 

software is no exception. With finances the heartbeat of all 

businesses, choosing the right software can be the biggest decision 

business owners make and accountants will be the ones they turn to 

for advice.

From record-keeping to business intelligence (BI), accounting 

programs are continuously evolving to service different needs. 

Beyond the desktop, cloud computing also offers online software 

applications with propositions that shouldn’t be ignored. Of course 

there are a host of desktop/web combinations that are available 

and don’t forget about the integration possibilities of the smart phone 

and tablets. 

But with all these choices popping up everyday, it becomes confusing 

for businesses to know what will best suit their needs. Accountants 

having worked with most packages before are in a good position 

to provide guidance when it comes to the right accounting system.  

They are also closest to the financial health of a business and know 

what is needed to run that business more effectively and efficiently. 

Top tips for choosing an accounting system 

A good accounting system not only “keeps the books” but provides 

the business owner with the company’s vital statistics at a glance. It 

must meet two basic requirements - the needs and structure of the 

business and it must speak to the user at the technical level they are 

comfortable with.

 

Here are some questions to ask: 

How complex is your client’s business?

How many different products and services do they offer? Is the 

business cash based orare there many different accounts. The 

answers will determine how much functionality is needed. 

 

How industry-specific does the package need to be?

A professional services business requires different functionality from 

a manufacturing business. If your client is in retail they’ll likely need 

point of sale functionality, if they’re in manufacturing, an inventory 

and warehouse management module is essential.

 

Does the client  anticipate growth?  

They may want software that will grow with the business, allowing 

you both to add functionality as it becomes necessary. In this case 

make sure the software is scalable.

The case for online

If your client’s business is in its start-up phase and operating on a 

tight budget, online accounting means no costly IT infrastructure. In 

addition, it can be accessed by multiple users from anywhere without 

the need for complex multi-user networks or even a telecommunications 

infrastructure.

Online is also great for accountants, allowing them to log on to their 

client’s system to review data and perform their tasks without having 

to cart briefcases of cash slips around town.

  

Does the software supplier have a clear roadmap?

As new technologies come on-stream, the accounting system may 

need changing. Does the supplier you have in mind have a roadmap 

for such changes? Can you move to larger or smaller systems in the 

range?

  

Custom-design or off-the-shelf?

Custom software is almost never a good idea for small businesses. 

Use an off-the-shelf accounting solution rather than having someone 

write software specifically for your client. A much broader base 

of knowledge and experience goes into off-the-shelf packages as 

opposed to a single person doing one-off developments. 

Look for track record

Buy from an established developer with thousands of satisfied 

customers. Ask other businesses what software they use and like. 

Read reviews of accounting packages. 

Is there a case for business intelligence?

Smaller businesses have traditionally shied away from BI systems, 

which have been viewed as costly, complicated an only for big 

corporations. But there is a range of BI software out there designed 

specifically for the needs of SMEs. For those wanting extra insights 

to their data, automation, intelligent reporting, the ability to predict 

market trends and increase their competitive advantage, BI is 

definitely something to consider. I would highly recommend choosing 

one that’s run on Excel because it’s simple, affordable and relevant, 

for the small and mid size market. 

ADVERTORIAL

Choosing the right software for your client
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The Payment of 
Bonuses
André Claassen and Jan du Toit, Labour Guide

It must be understood that Labour Law is silent on the question of 

bonuses. This means that the payment or non-payment of bonuses 

is a matter entirely for the employer to decide, and to negotiate 

with employees.  If an employer who presently does not pay bonuses 

of any sort, wishes to continue on that route, he can do so without 

fear of being accused of unfair labour practice.

It is important to note that certain bargaining council agreements 

do make provision for the payment of bonuses. In the case of 

Bargaining Council and Collective agreements employers will 

have to respect these agreements.

However, in the case of the employer who presently pays bonuses, 

the situation is slightly different because those employees have now 

come to expect the payment of the bonus as a right or entitlement. 

It is essential that in every employment contract, the terms and 

conditions applicable to the payment of bonuses must be specifically 

and clearly stated, even to the extent that if it is a Company Policy 

not to pay bonuses of any sort, this fact must also be stipulated in the 

employment contract.

Therefore, those employers who now wish to change the status 

quo regarding payment of bonuses, either by paying less, or by 

paying at the different time of the year from what has been the 

case in the past, or by splitting what was an annual bonus into 

two separate payments, will have to consult with the employees, 

explain the problems, and try to get them to accept the new 

system. Employers must remember that such changes do constitute 

a change to the employee’s terms and conditions of employment, 

and this cannot be done unilaterally - it must be negotiated with 

the employee. 

The bottom line is that should the employees refuse to accept 

the change, but the employer has good, sound and reasonable 

commercial rationale for making the change, then he can go ahead 

and implement it after negotiations, even if all employees do not 

agree to it. This is not to say that a few disgruntled employees will not 

proceed with a claim of unfair labour practice, but that is a problem 

that will not prove to be insurmountable. 

In summary, be fair, be equitable and advise your employees in 

good time if there is to be a problem with the payment of bonuses or 

if there is to be a departure from the established payment procedures.

We will deal with the three common types of bonus, namely the 

Christmas bonus or 13th cheque as it is known, the performance 

bonus and the production bonus.

The 13th cheque or Christmas bonus

This bonus is normally classed as a gratuity - in other words, a 

payment of gratitude by the employer to the employee in recognition 

of a job well done, or if you like, going the extra mile.

However, over the years most employees have come to expect 

the payment of the 13th cheque as a right or entitlement, or as 

a condition of employment. This is evidenced by the fact that at 

job application interviews most applicants will ask ‘Do you pay 

a 13th Cheque?’. In other words, they expect to be paid a 13th 

cheque irrespective of whether the job is well done or irrespective 

of whether they go the extra mile. They want the payment of a 13th 

cheque to be incorporated as a condition of employment.

END-OF-YEAR BONUSES

“...be fair, be equitable and 
advise your employees in 

good time if there is to be a 
problem with the payment of 
bonuses or if there is to be a 

departure from the established 
payment procedures.”
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END-OF-YEAR BONUSES

It is, therefore, up to the employer to get things back onto a proper 

footing. Many employers these days have done away with the 

payment of a 13th cheque and have incorporated the amount into 

the employee’s basic salary. In those instances where the bonus has 

been consistently paid over previous years, whether a contractual 

condition exists or not, the employee has undoubtedly developed a 

very strong right of expectation that the bonus will also be paid in 

the current year.  Having been given no indication to the contrary, 

the employee’s right of expectation is even stronger, and when the 

employee is suddenly informed by means of a letter attached to his 

pay slip that there will be no bonus this year, or until he discovers it 

himself by visiting the bank, trouble looms for the employer.

It is definitely unfair of the employer to decide unilaterally not to 

pay bonuses, and in addition to either not advise the employee at 

all, or advise the employee at the last possible minute.

Whilst the right of expectation does not actually afford the employee 

the absolute right to demand and to be paid the bonus, it certainly 

does afford him the right to be heard before the decision not to pay 

the bonuses is made by the employer. This would imply then that the 

employer should consult with employees if it is found that, for any 

legitimate reason or sound commercial rationale, the bonuses cannot 

be paid in a particular year, or if the amount of the bonus is to be 

to be less than the amount consistently paid in the past, or less than 

the contractual amount. Remember that Company Policy is invariably 

construed to form part of the employment contract. Employees are 

entitled to put forward their side of the story, and it cannot be denied 

that this opportunity is a fundamental requirement of ‘fair procedure’.

It cannot be accepted, by any stretch of the imagination, that an 

employer suddenly discovers only on shut-down day that Company 

profitability disallows the payment of bonuses for this year, or he suddenly 

discovers on shut-down day that employees have not been performing 

and therefore the payment of bonuses this year is not justified and so on.

The message here is that the management of any company must 

surely be aware by the middle of the year whether or not profitability, 

staff performance, or whatever other criteria exist, may endanger or 

even prevent the payment of the relevant bonuses for that year. It is the 

duty of management (and it is only fair) to consult with the staff at the 

earliest possible moment, to warn them of this possibility that bonuses 

may not be paid or may be reduced this year, or, if necessary, 

take the extreme precaution of informing staff categorically that no 

bonuses will be paid for that year. If it is later possible to pay the 

bonuses, then it will be a pleasant surprise for all employees.

The reasoning of management that if the non-payment of bonuses 

is only made known on shut-down day, or if they remain silent and 

let the employee discover the non-payment for themselves, there is 

nothing the employees can do until the company re-opens in January, 

by which time the employees will have ‘cooled off’ anyway, and are 

unlikely to raise the issue. That kind of thinking is irresponsible and it 

does not solve the problem, it only postpones it until next year.  

If employers cannot be fair to their employees with regard to 

the payment of benefits that employees have right to expect, either 

contractually or otherwise, then the employer cannot expect those 

employees to be fair to him. There is no greater impediment to 

productivity in this country than disgruntled employees.
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The performance bonus 

A performance bonus is normally paid for good performance, 

and should be based as a percentage of the employee’s salary or 

wages. A performance bonus can also be paid as a lump sum to a 

department, and split up in equal amounts to each employee in that 

department. This would apply in the situation where all employees 

in a particular department are collectively responsible for above-

average performance. The performance would be measured against 

laid down company standards, but the bonus would not be paid only 

for the occasional work done which exceeds company standards, 

but for consistent work exceeding company standards. This means 

that line management and the shop foremen and even supervisors 

have to become much more closely involved with the monitoring of 

performance on the shop floor and careful records must be kept. 

In a situation where the results achieved by a department depend 

entirely on the collective effort of all employees in the department, the 

amount of the bonus could be calculated on the basis of a percentage 

of profits achieved over and above what was budgeted for, or as a 

percentage of the total profits generated by the department and so on. 

Whatever the case, the method of calculation must be fair and equitable.

The production bonus  

The production bonus is based, not on performance measured 

against company standards, but rather on production measured 

against targets.  Measurement is also based on quality of 

production. In other words if the company has set a target for one 

particular employee or, for that matter, for a particular department 

to produce 100 widgets per hour, and the employee or department 

consistently produce 130 widgets per hour, then a production 

bonus would be justified. 

Similarly, if the company rule is that a rejection rate of 5% is 

acceptable, but the department consistently achieves a rejection rate 

of only 1%, then a production bonus would be in order. It must be 

admitted that the additional production and the reduced rejection 

rate can only mean good management within the department, and it 

can only mean a genuine interest in the job by the employees, thus 

generating additional profits for the shareholders. 

Re-printed with permission from Labour Guide 

(www.labourguide.co.za)

END-OF-YEAR BONUSES
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NEWS AND VIEWS

CPD Subscription
2013 Annual once-off CPD subscription

Our 2012 annual once-off CPD subscription was a huge success, with an 

outstanding number of subscribers taking up the opportunity. We received 

many positive feedbacks from members who preferred making an annual once-

off CPD payment. Based on this feedback, we have decided to make this a 

permanent offering to our members on a voluntary basis going forward.

We are very encouraged by the enthusiasm demonstrated by our members, 

and we will continue in our endeavours to make SAIPA truly an institute of 

choice.

The annual subscriptions for 2013 are now officially open. The cost for your 

annual once-off CPD subscription for 2013 is only R3 420 (incl. Vat).

If you pay your annual CPD subscription on or before 5 January 2013, you 

will qualify for an early-bird discount of R570*, and your discounted annual 

CPD subscription will be only R2850 (incl. Vat).  This is a big saving on your 

2013 CPD attendance fees.

Normal 2013 seminar fees for SAIPA full members per seminar will be:

•	 R1 014.60 (incl. Vat) for half day seminars

•	 R1 539.00 (incl. Vat) for full day seminars

The following topics are scheduled for 2013:

°COMPULSORY (Note: At least one accounting and one tax (COMPULSORY) 

CPD seminar are to be attended by every member per year.)

How to apply for the once-off annual subscription for 2013

•	 Log on to the SAIPA website and register online.

•	 Make the necessary payment either by card on the online Paypal or 

direct EFT.

•	 Fax your proof of payment to SAIPA with ref: ‘CPD 2013 Annual 

Subscription’.

Should you have any queries please do not hesitate to contact us on 

cpd@saipa.co.za.

*Subscriptions received after 15 January 2013 

will not receive the early-bird discount.

“I have not missed a seminar this year as I could attend all without 

paying every time I attend.”  •  “SAIPA, you really are a trendsetter, 

this has been the best system and I do not regret taking up the offer.”   

•  “Brilliant, why don’t you make this scheme compulsory and add it 

to the annual fees!”  •  “My CPD budgeting process for my practice 

has never been this smooth.”  •  “Why did you introduce this after 

the first CPD seminars had already taken place?”  •  “Not only did I 

attend most of the CPDs, but I also requested the handouts for all the 

other seminars that I could not attend at no additional cost.”

SAIPA University Accreditation

Since March 2012, six universities, namely the University of 

the North-West, University of Pretoria, University of Fort Hare, 

University of the Witwatersrand, University of the Western Cape 

and the Nelson Mandela Metropolitan University have been 

accredited for their respective degree by SAIPA. 

The accreditation means that the Universities’ Curriculum, as well 

as quality structures and process, are aligned to the SAIPA curriculum. 

Learners from an accredited university with a completed degree 

would, by virtue of this accreditation, have achieved the academic 

requirement for membership with the Institute. Accreditation also 

means that students registered for the respective degrees with these 

Institutes will have access to the research materials on the SAIPA 

website, giving them the inside track when it comes to research.

In order to be accredited by SAIPA, the Universities had 

to provide documentation indicating that their degree met the 

curriculum criteria established by SAIPA. The applications were then 

presented to the SAIPA Accreditation Committee that assessed the 

information and made the final decision for accreditation. 

The SAIPA accreditation offers students another set of career 

options while maintaining their recognition as professionals. 

Students themselves need to become more entrepreneurial, and the 

broad-based role typically played by a professional accountant 

is a great springboard for launching their own entrepreneurial 

businesses as business advisors and managers.

It is envisioned that by the end of 2013, all South African 

Universities and Universities of Technologies will seek accreditation 

with SAIPA.
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PRACTICE MANAGEMENT

17 Small Business 
PR Ideas for Accountants
John Sternal, President, Sternal Communications 

It is that time of the year again – tax season. But even when it is not tax season, 
accountants have an incredible amount of small business PR opportunities that 
face them. In general, most people think accounting is a rather dull story that 
offers little in the way of ‘headline excitement’. We could not disagree more.

Accounting and taxes are two of the most frustrating aspects 

of running a business, forcing millions of entrepreneurs 

into heartburn-filled sleepless nights. Because of this, 

accountants and tax specialists are faced with an excellent small 

business PR environment to position themselves as leaders within their 

industry, and the opportunity to leverage increased awareness for 

additional business.

1. Offer A Tip Sheet - Create a list of tips that will help 

small businesses better understand their accounting and taxes. 

Send the tip sheet to the media to have them include it in their 

money columns.

2. Write About Changes In Tax Code - Are tax codes 

changing? Write about it and submit your perspective to the 

media. This small business PR opportunity could even lead to 

you writing an opinion piece in a major business magazine.

3. Host A Seminar - Connect with other small businesses 

and entrepreneurs in your local area or region and organise 

a seminar where you offer tips. Be sure to get active on 

Twitter and Facebook so you can identify and connect with these 

small businesses.

4. Create A Twitter Chat - Speaking of Twitter, start up your 

own Twitter chat and create a branded hashtag so entrepreneurs 

all over the country can connect with and learn from you.

5. Post Updates To LinkedIn Groups - There are tons of 

small business and industry-focused groups on LinkedIn and 

they all have discussion sections where you can contribute 

information and ideas.

6. Blog About Tax Preparation - Have you started your 

own blog yet? If so, be sure to blog about the ins and outs 

of tax season, and create a community of followers who rely 

on you for advice.

7. Local Finance Media Relationships - Identify 

business and finance reporters in your local area and build 

relationships with them by sending notes and story ideas. 

They will eventually call on you for expert opinion on their stories. 

8. YouTube Videos - Even if you’re not good in front of a 

camera, doing your own YouTube videos can be a great 

way for you to get some experience and exposure. Do one- 

or two-minute updates on accounting tips and publish your videos 

CPD
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so that small business owners can watch you and fall in love 

with your personality.

9. Unheard-of Trends - Everyone has a certain set 

of beliefs in the way taxes are done or stereotypes 

involved in accounting. Find some trends that bust 

these myths or beliefs and pitch a story to the media.

10. Local Radio Show - Approach a local business 

radio show and ask to be a regular guest talking 

about accounting tips. If you’re feeling rather bold 

you may even consider starting up your own weekly radio 

show where you control the content (but are also responsible 

for generating advertising to support your air time).

11. Contribute To A Business Magazine - 

Develop a series of topics and pitch them to 

a business magazine. The small business PR 

exposure you gain will do wonders for your own business.

12. Local TV Morning Show Guest - In 

many markets there are one or two local 

morning shows produced on television. See if 

they’d be interested in having you on as their resident tax 

expert for great accountant PR coverage.

13. Community Events - If you have a little 

marketing budget it might be wise to sponsor 

a local community event, like an art festival or 

wine and food festival. The boost in exposure could be a 

boon to your small business PR and awareness.

14. Comment On Current Headlines - You 

should always monitor the news so that you 

can be in touch with the stories that are taking 

place. When a story hits that has an accounting theme, be 

sure to comment to the reporter about your thoughts or, even, 

pitch a story angle that includes you as a subject-matter 

expert.

15. Be A National News Expert - Speaking 

of being an expert, the national news outlets 

are always looking for qualified and respected 

experts to be interviewed on their news programmes. 

Contact producers at these networks and let them know your 

topics and ideas.

16. Speak Out Against Changing Laws - Are 

there laws or tax codes changing as a result of your 

government’s legislature? Contact the press with 

your thoughts and provide expert analysis/perspective on how it 

will really impact on the small business community.

17. Write For An Accounting Trade Magazine 

- Build relationships with the editors of major 

accounting trade magazines such as Professional 

Accountant. The goal is to have them write about you or invite 

you to author an in-depth article about a trend taking place 

within your industry. Being recognised by your peers is the best 

way to label yourself as a subject-matter expert. 

Published with permission from Sternal Communications.

John Sternal is President of Sternal Communications, a PR and 

marketing consultancy helping businesses get noticed through publicity 

in the media. He is the author of the PR Toolkit for Small Business.

For questions, e-mail john@sternalconsulting.com or connect with 

him @SternalPR.
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Antonio Duarte
Financial Manager - Business and 
Private Banking, Standard Bank

Q: Why and how did you get into the accounting industry?

A: I guess it started at school, having chosen accounting to matriculate 

with. The next year I enrolled at the University of Pretoria for a BAcc 

where friends of mine told me about vacation work. I was fortunate 

to secure casual work at Fisher Hoffman Sithole. The firm exposed 

me to areas I could relate to and topics my family and friends often 

talked about. Many conversations often centred on subjects such as 

VAT, Income Tax, PAYE and banking to name a few. I was energised 

by the industry, and once I completed my post graduate degree I 

did my articles with Fisher Hoffman. Once articles were completed, 

I wrote the SAIPA board exam and was ready to conquer the world.  

Q: What is best part of your job? 

A: The best part of my job really boils down to making things better for 

other people. It is working with people and building a close relationship 

with them. It’s also about understanding your customer’s needs and 

aligning these with the best product or service you can offer them. 

Q: What are the most challenging aspects of your job?

A: The most challenging aspect of my job is that no day is ever 

the same. I work with colleagues who are experts from different 

backgrounds all of whom have different portfolios wanting similar 

outcomes. The challenging part is deciphering their aspirations into 

financial ones, and making sure that they are perfectly aligned to the 

organisational goals. 

Q: Any career highlights worth mentioning?

A: A definite and memorable highlight in my career was being 

appointed as a financial manager at Standard Bank. My role was to 

be the owner of the budget which involved stakeholder involvement 

and buy in. Once this was in place, I then had to be the conscience 

of the business, ensuring that, from a financial point of view, we were 

on track with where we wanted to be at any year-end. Leadership 

and business value-adds were values I adopted very quickly because 

they were meaningful to me. The bank taught me how to play in 

and contribute to other areas of business in which I had no previous 

experience. Often I found myself dealing with HR issues; sales and 

acquisition - marketing and training would creep in now and again. 

Compliance and service measures – all in the name of career growth 

and opportunity. Overall, I believe I just became a better person and 

a better leader. 

Q: What are your thoughts on the accounting industry as a whole?

A: Some thoughts on the profession: it’s one that is needed 

everywhere, no matter what post you occupy, what company 

you’re in or where you are in the world. It can be fun - dealing 

with clients, looking at their needs and outcomes, and ultimately, 

it’s serious business. Now and again, we need to remind 

ourselves that it’s still important to be detail-oriented. We deal 

with many rules, schedules, reports and figures, and a careless 

error or oversight could have a large impact on the status of 

any business. I also think accounting may have become too 

complicated and too compliance-oriented which has a myriad 

of implications for the accounting profession and its perceived 

ethical standards. More than ever there is an increasing reliance 

being placed on the ethical integrity of the profession and its 

members, to ensure the professional responsibilities are upheld 

and the public interest is safeguarded. 

Q: What do you do for fun, or when you’re not ‘crunching the 

numbers’?

A: I enjoy spending any time with my family, my wife Yvette and 

two boys, Tiago and Rafael. Spending time outdoors is rare, 

but treasured when I can. I play tennis and golf and indulge 

myself in watching movies. At 36, I still love computer games 

and Playstation – only when I’m beating my 8-year-old. 

“The best part of my job really 

boils down to making things 

better for other people.”
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Reshma Bejanath
Quality Assurance - Operational Specialist, SARS

Q: Why and how did you get into the accounting industry?

A: I joined a prestigious firm of Chartered Accountants, Messrs 

Mahomedy and Manjee, as computer data processor. Two years 

later, I registered with M.L. Sultan Technikon to study a National 

Diploma in Accounting. Messrs Mahomedy and Manjee signed 

me for my practical experience and employed me in the 

Accounting and Auditing Division. After completing my practical 

and studies, I was employed with another firm of Chartered 

Accountants, Messrs Khan, Salejee and Company. The exposure 

and experience gained from both these firms proved invaluable 

as it strengthen my foundation to reach my goal. In 1994, I 

became employed by the South African Revenue Services (SARS). 

My journey in SARS started with Assessing, Audit and, finally, 

Quality Assurance Audit. Every step in this organisation was a 

learning experience for me and I was determined to establish a 

good reputation as a Professional Accountant.

Q: What is best part of your job? 

A: As an operational specialist, my accounting and tax 

knowledge plays a fundamental role in the Quality Assurance 

Audit. My ability to link the two fields ensures that my review of 

the audit files is of a high standard.

Q: What are the most challenging aspects of your job?

A: A lot of my time is spent keeping informed and abreast of all 

new acts, rules, regulations, policies and procedures.

Q: Any career highlights worth mentioning?

A: My appointment as a team leader in SARS Quality Assurance 

(End of Line). I managed five team members. I motivated and 

coached the team members to achieving their performance and 

assisted in developing them with current changes.

Q: What are your thoughts on the accounting industry as a whole?

A: South Africans must be encouraged to grow and expand 

their businesses to create job opportunities. Advancements in 

technology will require the Accountant to become observant at 

all times. The Professional Accountant will be required to perform 

more analytical and interpretation functions in future. The next 

generation of accountants comes from a different generation, 

and have different values and viewpoints.

Q: What do you do for fun, or when you’re not ‘crunching 

the numbers’?

A: I enjoy relaxing with a good book, listening to music and 

spending time with my teenage boys. 

“Advancements in 

technology will require the 

Accountant to become 

observant at all times. The 

Professional Accountant will 

be required to perform more 

analytical and interpretation 

functions in future.”
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TAX PRACTITIONERS

Coming into line 
- Regulation of the Tax Practitioner industry

It was only a matter of time before the provision of tax services became a 
registered profession – and in a refreshing take on the tax advisory industry’s 
doomsday naysayers, the South African Institute for Professional Accountants 
(SAIPA) welcomes this development.

SARS proposes further controls on tax services practitioners 

via the establishment of an Independent Regulatory Board 

for Tax Practitioners. This means that tax practitioners 

will now be regulated in the same way that other registered 

professionals, such as auditors, lawyers and the medical 

profession are. 

This development is set to follow the Tax Administration 

Amendment Act (2012) which came into effect in October 

2012. The Act regulates tax practitioners by requiring them to 

belong to a professional body such as SAIPA, whose membership 

base consists largely of accountants and tax professionals.“This 

regulation changes the way that tax practitioners now interact 

with their clients,” says Faith Ngwenya, Technical and Standards 

Executive at SAIPA. She explains that tax practitioners now find 

themselves in the same boat as lawyers, who can be ‘struck off’ 

for negligence and illegal activities, and thus prevented from 

practising their trade. Prior to the new Act, no such requirement 

existed and tax practitioners merely had to be registered with the 

South African Revenue Service (SARS).

“As citizens, they obviously have to abide by the law, but they 

did not have a real professional obligation to the law and could 

easily adopt the attitude that ‘the client is always right’. Obviously 

the taxpayer should not be paying more tax than is required, 

and there will always be grey areas, but when they become 

professionals, tax practitioners have to tread the line between 

tax avoidance and tax evasion very carefully. A professional tax 

practitioner cannot recommend illegal acts or endorse them.” 

says Ngwenya.

“Affiliation to a professional body such as SAIPA means agreeing 

to its code of conduct which, in turn, will create a subtle change 

in the way that tax practitioners align themselves with their 

clients,” Ngwenya explains. “As members of a professional body, 

tax practitioners will have a duty not only to their clients but to 

the professional code of conduct of their respective recognized 

Professional bodies and also to the law of the land. To put it bluntly, 

they will have to respect the tax laws and may not connive in 

schemes to undermine the tax laws or even turn a blind eye to 

transgressions. If they are compliant with the above, there is no 

need to be fearful of the new Law.”

The benefit for bona fide, registered tax advisors is that the cut-

price, fly-by-night operators prepared to customize a tax position in 

line with a client’s instructions (often for a lower fee) will effectively 

be taken out of the market. “We often found ourselves being 

compromised for fear of losing a client. The regulation of tax 

advisors is great news for the industry in that it brings everyone 

into line. Jumping from one tax advisor to another by clients will 

not achieve anything since all registered advisors will now insist 

on doing the right thing in terms of the law, and clients won’t get 

a different tax outcome by shopping around,” says Mahomed 

Kamdar, Tax Advisor at SAIPA.

Against the backdrop of a shift to broad-ranging good 

governance in the corporate world in recent years, the regulation 

of tax practitioners in South Africa was only a matter of time. “It is 

difficult to find a reason not to endorse this move,” says Kamdar, 

adding that “internationally, tax compliance is now accepted as 

the right thing to do. It’s not about kowtowing to the authorities. Yes, 

there are micro issues involved which are beyond the scope of this 
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article, and, sure, SARS has its challenges among them capacity 

constraints. But these are micro concerns. The macro issue here is 

that this development in the tax advisory industry is absolutely the 

right thing for the profession, the industry and the country.”

Taxpayers who fear that they are being boxed into a corner and 

that ‘their’ advisors are no longer on ‘their side’ can rest assured that 

there are laws in place to protect their rights, too. Says Kamdar: 

“The current discourse on the regulation of tax practitioners is silent 

on the rights and obligations of taxpayers; it does not imply that 

taxpayers have no rights. Taxpayer-rights are a necessary outcome 

of a political democracy and, more importantly, taxpayer-rights are 

guaranteed by the Constitution of the Republic of South Africa, 

1996. Section 33 of the Constitution is relevant to taxpayers; it 

guarantees that everyone has a right to fair administrative action.”

All of this represents a significant if subtle change in orientation 

for tax practitioners. Ngwenya believes that professional bodies, like 

SAIPA, must play an important supporting role in helping them to 

make the adjustment, and in building public understanding of their 

new role. One important element of this support will be to disseminate 

the message that paying tax has considerable benefits for taxpayers.

“There’s a lot of media attention on corruption, which can make 

taxpayers cynical and encourage the belief that non-payment 

TAX PRACTITIONERS
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of taxes is somehow sanctioned,” Ngwenya notes. “But taxes 

imposed by a democratic government are legitimate. We also 

need to be informed about the constant stream of anti-corruption 

measures the government is putting in place—and remind ourselves 

of the positive benefits of paying tax.”

Tax advisors are also now being encouraged by SARS and, 

as it so happens, by SAIPA, to take advantage of the Voluntary 

Disclosure Programme (VDP) contained in Section 226 of the Tax 

Administration Amendment Act (2012). “We are urging practitioners 

to come clean on any innocent mistakes and/or activities that in 

the past were commonplace, such as deducting input VAT on motor 

cars and/or so-called income-splitting. It’s all about cleaning up the 

industry to the benefit of all parties,” says Kamdar.

Kamdar points out that SAIPA has long had strict disciplinary 

procedures in place: “Our registered members always had to 

adhere to a code of conduct, but the new legislation provides an 

important legal framework within which to operate.”

The writing, then, is on the statute books. It’s time to put your 

client relationship on a firm and professional footing. An overly-

familiar way of conducting tax services for clients and adopting 

an ‘as long as they pay my fee’ approach to whom you take on 

as a client is over. It makes sense to be sure to take on clients who 

you can confidently say have nothing to hide – or if they do, are 

prepared to come clean, and quickly. Not to do so could cost you 

your professional reputation.

As Ettiene Retief, chairperson of the National Tax and SARS 

Stakeholders Committees at SAIPA notes: “We strongly advise 

taxpayers to make sure they keep their transaction records in order 

and remain fully tax compliant, as SARS is now better equipped 

to detect tax evasion – discrepancies will be identified much more 

easily in future. The Act is not something to fear, but it will require 

taxpayers to be meticulous about their returns.” 

Against the backdrop of a 

shift to broad-ranging good 

governance in the corporate 

world in recent years, the 

regulation of tax practitioners 

in South Africa was only a 

matter of time.
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TAX ADMIN

The Tax Administration Act 
and Information Gathering

Ettiene Retief, Head of SAIPA Tax Committee

The Tax Administration Act, No 28 of 2011 (TAA) has been 

in force from 1 October 2012. SARS has significantly 

expanded its sources of third party and comparative 

information over the past years, and we can expect to see this 

trend continue going forward. 

The TAA has expanded the authority of SARS to obtain third 

party and other comparative information. SARS expressed 

their intentions in its Strategic Plan 2012/13 – 2016/17 as 

‘becoming data and information rich’. By ‘increasing 

and integrating data from multiple sources, SARS will 

increasingly be able to gain a complete economic understanding 

of the taxpayer and trader across all tax types and all areas 

of economic activity. By moving from a transactional to an 

economic view of the taxpayer and trader, SARS will be able to 

detect inaccuracies in declarations as well as to identify those 

who have attempted to stay outside the tax net, but at the same 

time provide a more appropriate service’. We also know from 

the SARS Strategic Plan that focus will be on trusts, high-net-

worth individuals, and specific economic sectors.
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Furthermore, TAA has significantly expanded the power 

that SARS has with regards to information gathering, which 

was motivated in SARS’s published Short Guide to the Tax 

Administration Act as ‘information gathering powers are 

supplemented or extended by TA Act. That is essentially to 

address the problem that too many requests for information by 

SARS results in protracted debates as to SARS’s entitlement to 

certain information. However, taxpayer’s rights are amplified 

and made more explicit to counterbalance SARS’s new 

information gathering powers’.

The new section 46 of the TAA expands the section 74A of the 

Income Tax Act (ITA) and 57A of the Value-Added Tax Act (VAT 

Act) provisions. Section 74A of the ITA (similarly section 57A of 

the VAT Act) allowed that ‘The Commissioner or any officer may, 

for the purposes of the administration of this Act in relation to any 

taxpayer, require such taxpayer or any other person to furnish 

such information (whether orally or in writing) documents or things 

as the Commissioner or such officer may require’. The scope of 

section 74A is the foundation for any argument regarding SARS’s 

authority to call for documentation or information. 

Section 46 of the TAA now provides that ‘(1) SARS may, for 

the purposes of the administration of a tax Act in relation to a 

taxpayer, whether identifiable by name or otherwise objectively 

identifiable, require the taxpayer or another person to, within a 

reasonable period, submit relevant material (whether orally or in 

writing) that SARS requires’. Further, a ‘(2) senior SARS official 

may require relevant material in terms of subsection (1) in respect 

of taxpayers in an objectively identifiable class of taxpayers’, and 

‘(6) [r]elevant material required by SARS under this section must 

be referred to in the request with reasonable specificity’.

These new provisions should be read with reference to the new 

definitions:

• Document means anything that contains a written, sound or 

pictorial record, or other record of information, whether in 

physical or electronic form;

• Information includes information generated, recorded, 

sent, received, stored or displayed by any means;

• Relevant material means any information, document or 

thing that is foreseeably relevant for tax risk assessment, 

assessing tax, collecting tax, showing non-compliance with 

an obligation under a tax Act or showing that a tax offence 

was committed.

In addition to the section 46 provisions:

• Section 3(2)(c) of the TAA allows SARS the authority to 

obtain information in order to establish the identity of a 

person for purposes of determining liability for tax; 

• Section 45(1) of the TAA allows SARS the right to inspect 

a premises without prior notice when a SARS official has a 
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reasonable belief that a trade or enterprise is being carried 

on and conduct an inspection to determine only the identity 

of the person occupying the premises, whether the person 

occupying the premises is registered for tax, or whether the 

person is complying with sections 29 and 30 requirements 

of record keeping and retention; and

• Section 47 of the TAA could be used to require a person 

to produce relevant material in person for the purpose of 

interviewing that person to clarify issues.

Section 3(2) of the TAA prescribes ‘administration of a tax Act’, 

which now even includes powers for SARS to obtain information 

in relation to a ‘taxable event’, which is ‘an occurrence’ that 

affects or may affect the tax liability of a person. 

SARS now has the legislative authority to request ‘relevant 

material’ from anyone with ‘reasonable specificity’, which includes 

‘any information, document or thing that is foreseeably relevant 

for tax risk assessment’. I submit that it would be very difficult for 

a third party to determine whether requested information may or 

may not be ‘foreseeably relevant for tax risk assessment’, and 

these new powers could be abused. ‘With great power comes 

great responsibility’ (yes – a quote from Spider-Man).

I have no doubt that we will soon see an increase in requests for 

information sent to both taxpayers and third parties. The increase 

in third-party information and data mining will, undoubtedly, 

result in an increase in queries and need for the taxpayer to 

reconcile and motivate comparative mismatches. We have 

already seen an increased obligation on taxpayers with personal 

income tax request for supporting documentation, VAT reviews, 

and the dreaded IT14SD. SARS uses complex and ever-evolving 

risk assessment models to identify mismatches and tax risks. SARS 

has introduced specialised departments, such as ‘International 

Tax’ to focus on foreign source and cross-border trading. 

SARS could require the banks to provide details of their clients 

that hold significant cash investment, or to provide information 

of all deposits received by a taxpayer for a year of assessment. 

The audit and inspection provisions allow SARS to interview a 

company’s staff with very little restriction.

While you’re not expected to ignore the taxpayer’s rights and 

the restriction of SARS powers, the spirit and purpose of the law 

should be considered. It would be advisable not to refuse or 

ignore a request from SARS for information or documentation. 

Ideally, you should attempt to understand the purpose and 

trigger for the request for information, identifying the risks, and 

timeously respond to SARS. 

Proper documentation and electronic information retention 

and retrieval will be essential for every taxpayer. Tax 

Practitioners should advice their clients accordingly, and be 

mindful not to assume the risk of retention and safekeeping of 

taxpayer records. . 

TAX ADMIN



TRAVEL TAX

The Deductibility of 
Business-Travel Expenses 
and the Submission of Logbooks
Mahomed Kamdar, Technical Advisor, SAIPA

During the 2012 tax filing season, the SAIPA Tax Help Desk has received many 
queries relating to the necessity of providing travel logbooks when claiming 
business-travel expenses against taxable income.
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Many SAIPA members and their clients - the 

taxpayers - have been unsuccessful in claiming 

business-travel expenses as deductions against 

taxable income. These grieved members raised their concerns 

to SAIPA in order to obtain clarity on the necessity of 

providing a travel logbook and to ascertain the legality of 

their unsuccessful deductions against taxable income. The Tax 

Help Desk, consequently, undertook the task of investigating 

the members’ concerns by vigorously interpreting the relevant 

provisions of the Income Tax Act and by examining the 

relevant tax case laws in relation to the requirement (or non-

requirement) of providing a travel logbook when claiming 

business-travel as tax deductible expenses.

The experiences at the SAIPA Tax Help Desk inform us that 

there are two circumstances under which taxpayers could 

claim business-travel and related expenses as tax-deductible 

expenses. These circumstances are as follows:

1. The taxpayer is in receipt of travel allowances, or

2. The other taxpayer who:

•	 Incurs travel expenses for the purposes of producing 

income (typical section 11 (a) of the Income Tax Act 

claim), or

•	 Is a commission-earner, or 

•	 Is a sole-proprietor and claims a deduction for travel 

expenses.

The taxpayer is in receipt of travel allowances

Section 8 of the Income Tax Act is relevant and refers to `certain 

amounts to be included in income or taxable income.’ Section 

8(1) (b) (ii) of the Income Tax Act reads as follows:

(1)(b) ii) subject to the provisions of subparagraph (iii), where 

such allowance or advance has been paid to the recipient 

in order that it may be utilized for defraying expenditure in 

respect of any motor vehicle used by the recipient, the portion 

of the allowance expended by the recipient during the year of 

assessment for business purposes shall, unless an acceptable 

calculation based on accurate data is furnished by the 

recipient, be deemed to be an amount calculated by applying 

the rate per kilometre determined in the manner prescribed 

by the Minister of Finance by notice in the Gazette for the 

category of vehicle used, on a distance travelled during the 

said year for business purposes (other than private travelling as 

contemplated in subparagraph (i)); 

iii) where such allowance or advance is based on the actual 

distance travelled by the recipient in using a motor vehicle 

11Professional Accountant

CQS Introduces the new Individual Tax 
Module for TaxWare:

  Import your taxpayer and IRP5 
information directly from SARS eFiling

  Complete the remainder of the tax 
return and review the calculation

  Track progress and approve electronically 
using the built-in work fl ow

  Submit directly to eFiling in bulk and 
manage your submissions in TaxWare

SUBMIT 
INDIVIDUAL 
TAX RETURNS 
STRAIGHT 
TO  eFILING

All this in one integrated 
system!  TaxWare, the ultimate 
Tax Solution... just got better. 

011 507 0000 
www.taxware.co.za

New Individual

Tax Module

ITM Prof Acct Q4 Ad 104x297mm_v1.indd   1 12/11/2012   12:18



TRAVEL TAX

on business (excluding the said private travelling), or such actual 

distance is proved to the satisfaction of the Commissioner to 

have been travelled by the recipient, the amount expended by 

the recipient on such business travelling shall, unless the contrary 

appears, be deemed to be an amount determined on such actual 

distance at the rate per kilometre fixed by the Minister of Finance 

by notice in the Gazette for the category of vehicle used;

It can be concluded that section 8(1)(b)(ii) and more precisely 

the words ‘recipient during the year of assessment for business 

purposes and such actual distance is proved to the satisfaction of 

the Commissioner to have been travelled by the recipient’ makes it 

a requirement for taxpayers in receipt of travel allowances to keep 

and maintain accurate data of their business travel.

It is further noted that this section of the Act applies only to travel 

allowances awarded to employees. It is a requirement of the Act 

that the taxpayer must justify the business kilometres travelled by the 

recipients of the travel allowances. This section of the Act does not 

apply to the other type of taxpayers mentioned above, that is, those 

taxpayers not in receipt of travel allowances.

The other taxpayers 

So what are the documentary requirements for the other taxpayers 

who wish to claim business- travel expenses when submitting their 

IT 12 for 2012? It is argued that Section 8 (1) does not apply to 

the following:

•	 Taxpayers claiming deductions in respect of the production of 

income (in terms of Section 11 (a) of the Income Tax Act) and 

•	 Sole-proprietors or commission-earners.

An accurate data/record of business travel is, nevertheless, 

required for the other taxpayers immediately listed above. How 

do we arrive at such a conclusion? Why are the other taxpayers 

still expected to supply accurate records of their business-travels 

when making this claim? SAIPA members are reminded that when 

commission-earners or sole-proprietors and any other taxpayers 

claim a deduction of travel expenses when submitting their IT12 

returns, section 11(a) is triggered - except for taxpayers in receipt of 

travel allowances who have to produce accurate data but in terms 

of section 8(1) (b) (ii) of the Income Tax Act relevant.

Section 11(a) and Section 82 of the Income Tax Act is relevant 

and in order to meet the requirements of Section 11(a), the following 

is required:

i. The amount of expenditure must be ‘actually incurred’

ii. Such expenditure is not of capital nature, and

iii. Expenditure incurred in the production of income.

In practice, we observe item (i) and (ii) occur – expenditure was 

actually incurred and was not of a capital nature - but fail the test for 

the third requirement implying that the `business travel’ undertaken 

was not `wholly and exclusively for the purpose of trade’ - this was 

the situation in tax case law (Commissioner for Inland Revenue v de 

Villiers 1962 (1) SA 581 (a)).

In addition, Section 82 of the Income Tax Act which stipulates 

that the taxpayer must supply the proof of expenditure which in this 

situation is the proof of business kilometres travelled.

Taxpayers claiming for business-travel expenses will be met by the 

decision in Golby v Secretary for Inland Revenue 1969 (2) SA 377 

(A) [31 SATC 59] which requires that taxpayers have to prove to 

what extent they are entitled to deduct certain travelling expenses. 

The supply of accurate data of business travel and related expenses 

is indispensable in all cases when claims for business-travel are 

made against taxable income!

The Income Tax Act is unambiguous that the taxpayer – the 

claimant of expenses - must furnish proof that the amount claimed by 

the taxpayer meets all the aforementioned requirements.

What is ‘accurate data’?

There is, however, one vague issue that requires further elaboration. 

What is an accurate set of data/records? How may a taxpayer 

prove that business kilometres were travelled? The answer is that 

only a credible logbook can justify business kilometres travelled. 

In addition, a credible logbook implies that a logbook cannot 

be done retrospectively, but must be completed and updated 

continuously, throughout the year. A retrospective logbook can 

easily be detected for its defects and taxpayers are urged not to 

undertake the retrospective route.

Taxpayers who do not have credible logbooks will not be 

eligible to claim deductions of travel expenses under Section 

11(a) against taxable income. There are several court cases – 

including the two court rulings cited in this brief – which confirms 

this outcome. Therefore, the party bearing the onus of proof – 

the taxpayer in this situation - must establish the facts. If this tax 

matter is taken to court, the taxpayer is required to provide in court 

`admissible evidence’ and it is likely that `admissible evidence’ 
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could be in the form of a credible logbook and not guesswork or 

estimation of deductible expenses. 

According to court decisions, such as the Golby v Secretary for 

Inland Revenue 1969 (2) SA 377 (A) [31 SATC 59], that while 

a taxpayer may be entitled to a business-travel claim, unsupported 

assertions as to the amount of the expenditure incurred by the taxpayer 

taxpayers would not augur in favour of the taxpayer – the claimant. 

Expenses based exclusively on the taxpayer’s estimate, and claimed 

by the taxpayer cannot and will not win the court’s favour.

What is a logbook?

This briefing note has demonstrated that in order to claim the cost of 

business travel, taxpayers in all situations must base their claim on the 

actual business kilometres travelled and are required to prove of the 

business kilometres travelled to the satisfaction of the Commissioner. 

In order to be able to do so, all taxpayer (including recipients 

of travel allowances) must keep accurate written records of their 

business travel and include, at a minimum, the following information:

•	 The odometer reading on the first day of the tax year. 

•	 The odometer reading on the last day of the tax year. 

•	 For all business travel – 

•	 Date of the travel; 

•	 Kilometres travelled; and 

•	 Business travel details (where and reason for trip). 

Written records of this information are often referred to as a 

logbook. It is not necessary to record details of private travel (for 

example that the taxpayer went to play table tennis on a certain 

date and a certain number of kilometres was travelled) or daily 

opening and closing odometer readings.

The taxpayer could use an excel spread sheet to record the 

aforementioned travel details with relative ease. However, SARS 

has a logbook which taxpayers may use and that is available 

on the SARS website. SAIPA is aware that in practice, in some 

cases, a non-SARS designed logbook has been rejected by SARS 

and that, consequently, deductions have been disallowed. There 

could be many reasons for these rejections (two reasons for the 

rejections of logbook have been provided in this brief already – 

submission of retrospective logbooks and failure to demonstrate 

that the expenses were undertaken for the purposes of trade), 

but in principle an excel spread sheet should be an adequate 

substitute for a SARS-designed logbook. It is wise, though, to use 

the SARS-designed logbook in order to ensure that the possibility 

of being denied a valid business-travel tax deduction claim is at 

a minimum.

It is hoped that SAIPA members will benefit from this short brief! 
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INTERNATIONAL TAX

Foreign Tax Rebates and Deductions
SAIPA Tax Committee

Foreign taxes are an integral part of doing business across 

border. Each jurisdiction wants their slice of the tax revenues. 

Often the taxes are applied by means of a withholding tax, as 

this does not require the filing of a tax return, and is effective with 

regards to non-residents.

Double Taxation Treaties between contracting states play a vital role 

in determining rights and jurisdiction of the contracting states to tax 

income and gains. It’s important to review the relevant treaty before 

engaging in foreign trade in order to determine the correct taxing 

authority, then to look to the relevant country’s domestic tax laws. I often 

find that businesses trade across border without first understanding 

their tax obligations. If a foreign state imposes a withholding tax, and 

it’s identified after the fact that the tax was not due and payable, you 

will find it, in most cases, impossible to recover the taxes incorrectly 

paid. Withholding taxes are generally regarded as a final tax, which 

means that no return or assessment is required. Without the return and 

assessment, the refund of taxes is generally not possible.

Double Taxation Treaties do not include VAT. When you trade across 

border, you must have regard for the domestic laws of that country, 

which include VAT and employees’ tax. 

To avoid double taxation, we provide unilateral relief by means of 

tax rebates (also known as ‘foreign tax credits’), deduction of taxes 

paid and exemptions (such as section 10(1)(o)(ii) which exempts the 

remuneration earned by an employee while working abroad for a 

period of at least 183 days, or which 60 days was consecutive, in 

any 12 month period). The purpose of the unilateral relief is to prevent 

paying tax twice with regards to the same income. It’s worth noting, 

though, that South Africa does not receive any amount of foreign taxes 

paid, and as such cannot be expected to refund foreign taxes paid.

In order to successfully claim the Income Tax Act section 6quat or 

6quin relieve, proof of foreign taxes paid/payable is required. The 

difficulty often is that withholding taxes are generally applied with 

regards to the payments made by the foreign customer, and not 

recognised when the income was accrued. Also, with regards to 

assessed taxes, the period of assessment can be different from the 

South African year of assessment. The foreign tax rebate or deduction 

claimed must be correctly apportioned or applied to the relevant year 

of assessment with regards to when the income earned or accrued. 

If the foreign tax certificate is in a foreign language, SARS will 

expect the taxpayer to have the foreign tax certificate translated into 

English when inspecting your supporting documentation. 

The section 6quat and 6quin provisions are complex and I will not 

be going into great depth with regards to the calculation methodology, 

or the Controlled Foreign Company (section 9D) provisions. The 

following is a summary of the requirements for claiming the foreign tax 

rebate or deduction.

Section 6quat Rebate

The Section 6quat rebate is a credit of tax that reduces the tax payable 

by a South African resident taxpayer with regards to a foreign source of 

income. The rebate is against tax and not a deduction against income. 

The general qualification criteria for the section 6quat rebate are:

•	 There had to have been a foreign source of income;

•	 The foreign income had to be included in the taxable income 

(which is not exempt income) of the resident taxpayer;

•	 The income had to be subject to foreign tax (consideration should 

be given to Double Taxation Treaties), which is not recoverable; and

•	 The maximum rebate in respect of foreign tax paid is limited to the 

total normal tax payable in South Africa, as determined using the 

ratio between the total taxable income attributable to the foreign 

tax and the total taxable income (the rebate that is attributable to 

capital gains that have been included is similarly limited to the 

normal tax with regards to that inclusion).

Where the amount of foreign taxes payable exceeds the rebate 

(known as the ‘excess amount’), the excess amount is carried forward 

to the succeeding year or assessment, for up to seven years from the 

year of assessment when the excess amount was first carried forward. 

The excess amount carried forward cannot be applied to foreign taxes 

attributable to the proportional amounts included in the taxable income 

of a resident as a result of an election in terms of section 9D(12) or 

(13), or the amount attributable to a foreign business establishment that 

is not excluded from the application of section 9D. 

CPD
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Section 6quat Deduction

It’s not unusual of a foreign country to incorrectly claim source 

jurisdiction to services occurring within South Africa. The foreign 

country, therefore, claims that the source of the services rendered is 

with them and that a withholding tax is required. As the source of 

the services rendered within South Africa should be taxed in South 

Africa, and South Africa should not be required to give a rebate of 

taxes paid incorrectly for the benefit of another state, a deduction of 

the taxes paid will be allowed instead. The Section 6quat deduction 

is a reduction of the taxable income on which tax is calculated. The 

deduction of the tax paid is less beneficial than a tax rebate, as the 

deduction is a reduction of the income value, where a tax rebate is 

a credit of tax. The taxpayer must be a South African resident and 

the following additional qualification criteria for the section 6quat 

deduction are:

•	 The income had to be received from a South African source, 

from trade;

•	 The income had to be included in the taxable income (which is not 

exempt income) of the resident taxpayer; 

•	 The income had to be subject to foreign tax, which is not 

recoverable; and

•	 The maximum deduction in respect of any foreign tax may not 

exceed the income on which the foreign tax was levied.

Section 6quin Rebate

The Section 6quin rebate is a credit of tax that reduces the tax 

payable by a South African resident taxpayer with regards to local 

source income. This rebate is against tax and not a deduction 

against income. The general qualification criteria for the section 

6quin rebate are:

•	 The foreign tax may not be deducted in terms of section 6quat 

(deduction);

•	 The income had to be received from a South African source, in 

respect of services rendered; 

•	 The income had to be included in the taxable income (which is 

not exempt income) of the resident taxpayer;

•	 The income had to be subject to foreign tax; and

•	 The maximum rebate in respect of foreign tax levied/imposed is 

the lesser of either:

•	 The amount of normal tax that is attributable to the amount 

that is received or accrued, or

•	 The amount of the foreign tax levied or imposed.

Section 6quin applied for year of assessment commencing on or 

after 1 January 2012, and a resident taxpayer can elect between a 

section 6quat deduction of foreign taxes paid on South African source 

income against taxable income, or a section 6quin rebate against 

normal tax of foreign taxes paid on South African source income. Any 

excess amount of foreign taxes, in terms of section 6quin, is forfeited 

and may not be carried forward to the following years of assessment. 

If the taxpayer will not be in a position to benefit from the rebate, 

considering that the excess amount cannot be carried forward, a 

deduction may be a more advantages. 

The disclosure of foreign income, foreign tax rebates and 

foreign tax deductions when filing the annual tax return is 

essential to ensure correct assessment. The foreign tax rebate and 

deduction for a relevant year of assessment can be included in 

estimating provisional tax. The retention of the original foreign tax 

certificates is essential. 
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Calculation of output VAT
Question:

A guesthouse supplies accommodation which includes domestic 

goods at a price of R1, 000 and does not include VAT. The VAT 

inclusive price is R1, 140. What is the value of the output VAT?

Answer:

This question is related to commercial accommodation which in 

terms of the VAT Act receives special dispensation. Therefore the 

output VAT is calculated as follows:

1000 x 60% x14 ÷ 114 = 73.68

The output VAT is R73.68

Input Tax
Question:

Is input tax deductible when a vendor provides company branded 

T-shirts to employees for its annual family day?

Answer:

Input tax is not deductible as the supply of T-shirts is linked to the 

family day and is entertainment. Entertainment is input denied as 

per the VAT Act.

Travel Allowance and the use of the Gautrain
Facts given:

•	 A taxpayer receives a travel allowance, and frequently 

uses the highly successful Gautrain to visit clients;

•	 The taxpayer is aware that the travel from home to work 

is private travel and such expenses cannot be claimed as 

a tax-deductible expense;

•	 The taxpayer purchases the train ticket from his own 

financial resources; and

•	 The taxpayer travels less business kilometres because of 

train usage 

Question:

Whether the taxpayer is able to claim the kilometre travel against 

the travel allowance? If not, what are the options?

Answer:

The taxpayer is reminded that no vehicles were used. The 

deduction against the taxable portion of the travel allowance 

cannot be claimed because this deduction is available only when 

a motor car is used. Usage of motor vehicle did not occur in this 

taxpayer’s situation. So what remedies does the taxpayer have?

 

Approach the employer to re-structure the salary and travel 

allowance benefits. Possibly, the taxpayer should request for a 

reduction in travel allowance and consequently, ensure that the 

cost of Gautrain is reimbursed by the employer. The Gautrain 

expense must then have been incurred by the employee or 

office holder on the instruction of the principal employer in the 

furtherance of the principal’s trade, and that employee or office 

holder must provide the principal with proof that the amount was 

actually expended. In others words, the client must apply the usual 

principles of travel reimbursement – code 3703 – non-taxable 

travel re-imbursement. In this way, the taxpayer can legitimately 

reduce the tax liability and continue to benefit from this modern 

mode of transport that South Africans recently acquired. The 

taxpayer scores a double victory! 

Do you have a tax-related question?

Email Mahomed Kamdar at mkamdar@saipa.co.za

TAX Q&A

Mahomed Kamdar, Technical Advisor at SAIPA addresses your tax-related questions.

Tax Q&A
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•	 The South African Revenue Service celebrates its 

15th anniversary.

•	 Since its establishment as an integrated and 

independent tax and customs administration in 

October 1997, SARS has collected R6.1trn at 

an average annual growth of over 11%.

•	 The revenue target has been revised marginally 

downwards by R5bn to R821.4bn for the 2012/13 

year due to slower than anticipated growth. To date 

SARS has collected R402 billion and is on 

track to meet this revised target.

•	 The consolidated revenue estimate for this year is 

R901bn, or 7.6% more than the 2011/12 outcome.

•	 Payments to South African Customs Union partners 

increased from R22bn last year to R42bn this 

year, and are projected to rise to R44bn next year.

•	 The consolidated revenue projection for next year is 

R986bn, or 27.5% of GDP, of which R901bn 

is the tax revenue share. Total revenue is budgeted to 

rise to R1.2trn in 2015/16.

•	 Growth in tax revenue is thanks to steady improvements 

in compliance of South African taxpayers. 

SARS use tax compliance as one of the determinants 

of good standing the state employs when deciding 

whether to award a government tender. Increasingly, 

it is also being used by private enterprises as a check 

on business integrity and financial soundness.

•	 By the end of October 3.4m taxpayers 

had submitted their returns since the start of the Tax 

Season - a 24% increase over last year.

•	 A growing number of taxpayers are submitting their 

returns using the latest mobile technology.

•	 SARS now operates the seventh most popular free 

download “app” in South Africa.

Source: MoneywebTax

Mini-Budget 
Tax Highlights
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VAT RISK

The VAT function and
risks associated with VAT
SAIPA Tax Committee

I n the wake of the recent implementation of SARS’ VAT reviews 

and IT14SD reconciliation, we still find that most businesses do 

not focus sufficiently on the VAT function and the risks associated 

with VAT. In many cases VAT is a cash-flow hurdle. Many vendors use 

the VAT collected as part of their business cash-flow, and sometimes 

do not have the funds available to make the required VAT payment 

when due, are tempted to manipulate the VAT return and liability 

amount. For the majority of vendors, their VAT return and calculation 

is determined by relying mainly on the reports generated by the 

accounting system, ignoring or ignorant of the risks.

SARS periodically focuses on specific risks, and during December 

2011 SARS issued notices of limited scope audit on some large 

companies, focusing on adjustments, deemed supplies, and common 

mistakes in claiming input tax. The limited scope audit was for a period 

of five years. For the majority, this yielded additional amounts due. 

The VAT reviews have been system-generated, based on specific 

periods, which SARS has reported to have yielded significant results. 

SARS has reported that a large portion of VAT reviews are followed 

by the vendor filing a revised VAT201 return, indicating that the 

original return filed was not correct. Also, a portion of VAT reviews 

go unanswered or insufficient supporting documentation is provided, 

yielding an assessment issued by SARS reversing the input tax 

deductions claimed.

In our experience, the problem starts with the accounting cycle 

and insufficient risk management. 

Great reliance is placed on the accounting records, but was the 

VAT correctly recorded at the point of capturing? Also, the source 

document for the accounting transaction is often not scrutinised or 

corrected at this stage, specifically the ‘tax invoice’. Our research 

revealed that most bookkeepers do not know the requirements for a 

‘tax invoice’ or admit that they simply do not have the time available 

to test the source documentation before capturing such. Perhaps 

the problem lies with the persons administering and authorising 

payments. In my own business, I hold the payments of suppliers 

ransom until I received the correct ‘tax invoice’. 

The most fundamental risk that every vendor should manage is the 

‘tax invoice’. Even if an amount was spent for the purpose of making 

taxable supplies, the input tax deduction can only be claimed once 

the vendor is in possession of a proper ‘tax invoice’. In addition to the 

tax invoice, other supporting documentation may be required, such 

as customs documents for proof of import or export. The supporting 

documentation is also required to substantiate the reasons for applying 

the zero-rating or exemption of a supply. The additional supporting 

documentation is not always kept with the relevant working papers 

per VAT return, and when SARS comes knocking a year or two later 

the supporting documentation (such as customs documents) cannot 

easily be found or matched to the relevant tax period. 

The next step in managing risk is that input tax should only be 

claimed on expenses incurred for consumption, use, or on-supply 

with the purpose of making taxable supplies. A common error is 

claiming input tax on entertainment, which includes the year-end 

parties and daily refreshments. The tea and coffee served to visiting 

customers or staff will not support an input tax deduction unless you 

charge the customer or staff for that tea or coffee, or the nature of 

your business is to provide entertainment. 

We often receive queries regarding the nature and VAT treatment 

of the ‘motor car’, generally followed by a groan and excited 

motivation that the vehicle is used for trade purposes. The reality is 

that ‘motor car’ is clearly defined in the law and will not be allowed 

an input tax deduction, unless you operate a vehicle rental or sales 

business, or the vehicle is clearly defined as a commercial vehicle. 

In fact, this definition of ‘motor car’ is the source for a common error, 

as the denial of input tax deduction applies with regards to rental 

vehicles as well, and not only when purchasing a vehicle. When 

travelling for business purposes, the VAT paid with regards to the 

rental vehicle will not be allowed as an input tax deduction if such 

vehicle is defined as a ‘motor car’. Generally, the rental vehicle 

will be a four seat sedan or compact, which falls squarely within 

the definition of ‘motor car’. The fact that you are on a business trip 

doesn’t change the nature or entitlement to claim input tax. Perhaps 

this could be used as a motivation for renting the more expensive two 

seat sports car on your next business trip!

CPD
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The setup of the accounting system could be used to set default tax 

types for various expenses, automatically applying the correct VAT 

treatment when capturing the transaction to the accounting records. 

The ‘tax types’ setup is of great use in compiling the VAT return, and 

distinguishing between different types of supplies for proper discloser.

The disclosure made in terms of the VAT return submitted to SARS 

will be the basis of the comparison to your annual financial statements 

and the new IT14SD reconciliation. The different disclosures per the 

VAT return represent different risks and testing. As an example, zero-

rated supplies will commonly relate to exported goods or services, 

which require additional supporting documentation.

The turnover per annual financial statements will be tested 

against VAT returns submitted. The difference may be attributed 

to differences in accounting treatment, out of period or year-end 

adjustments, and differences in reporting periods. Your accounting 

system and working papers should provide support for these 

differences. More difficult a task is the reconciliation of the input 

tax, and reconciliation of cost of sales, considering that the VAT 

return has never required disclosure with regards to cost of sales. 

The following differences with regards to expenses should be 

considered: 

•	 Various expenses, which could be included in cost of sales, 

are not subject to VAT;

•	 Various goods and services may be acquired from non-

vendors, and therefore no VAT is charged;

•	 Not all VAT paid will qualify as an input tax deduction;

•	 A vendor has five years to claim an input tax deduction, and a 

vendor may not claim an input tax deduction until the required 

‘tax invoice’ and supporting documentation is in hand (the 

transaction is recorded for accounting purposes in the period 

the expense was incurred, regardless of when you claimed 

the input tax deduction, or whether you had the tax invoice 

in hand); and

•	 Where goods are imported, often the effective rate of VAT 

exceeds 14% due to the valuation rules with regards to 

imported goods.

Another risk relates to adjustment and deeming provisions, as 

these generally do not have an accounting transaction to trigger 

the VAT. These would include the deemed output tax with regards 

to company car fringe benefits and subsequent denial of input tax 

deduction when a creditor has not been paid in full within 12 months 

of the date of supply. Often the documentation fails to match the 

accounting records as required credit or debit notes are not on file 

for discounts or returns.

We often see VAT returns that fail to properly disclose the nature 

of supplies, failing to distinguish between capital and non-capital 

output and input tax. The IT14SD reconciliation is dependent on 

proper discloser, an understanding of the business, a properly set up 

accounting system, and a commitment of time.

Every vendor should consider the risks and complexities with 

regards to VAT recognition and disclosure. The accounting cycle 

should be reviewed and procedures implemented to ensure the safe 

custody and correct filing of supporting documentation, ensuring that 

proper and complete ‘tax invoices’ have been received, and the 

correct tax type has been attributed to the accounting entry. 

VAT RISK
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Liquidation of a company: 
A simple matter from a tax perspective?
Pieter van der Zwane, Associate Professor in Taxation, North West University

Companies of which the shares are owned by natural 

persons or estate planning trusts are often liquidated when 

their activities cease or when they have no further purpose 

to serve. During the Secondary Tax on Companies (STC) regime, 

some liquidation dividends were exempt from STC in terms of section 

64B(5)(c) of the Income Tax Act No. 58 of 1962 (hereafter referred 

to as ‘the Act’) until 1 January 2011 when this section was deleted 

at rather short notice. The application of this section often resulted 

in difficulties and complex matters to consider when liquidating 

companies.

The dividends tax regime contained in Part VIII of Chapter II 

of the Act contains no exemption or specific provisions aimed 

at liquidation distributions. This raises the question as to whether 

liquidation distributions have now become a simple matter from a 

tax perspective. Some broad income tax considerations relating to 

liquidation distributions are considered in the first part of this article. In 

the second part, the impact of the nature of the liquidation distribution 

on the total amount of dividends tax payable is considered.

General income tax considerations relating to 

liquidation distributions

What constitutes a dividend?

In terms of the definition of a dividend contained in section 1 of the 

Act, any amount transferred or applied by a resident company for 

the benefit or on behalf of any person in respect of any share in that 

company constitutes a dividend, except to the extent that it represents 

a reduction in contributed tax capital. The term ‘amount’ includes 

cash as well as other assets with a money value transferred to a 

person in respect of a share.

The nature of the distribution is, therefore, not determined by 

the nature of the asset transferred to the shareholder, but rather 

by whether or not the transfer results in a reduction in contributed 

tax capital. To the extent that assets transferred to the shareholder 

constitute a dividend, such a dividend will be subject to dividends 

tax. The amount that is transferred to the shareholder from contributed 

tax capital will result in a return of capital, which will impact on 

the capital gains tax payable by the shareholder in respect of the 

disposal of its shares during company liquidation. 

Other tax implications as a result of a liquidation distribution

At liquidation, a company is generally faced with two alternatives 

regarding its assets. The assets can either be sold and the proceeds 

distributed to the shareholders as a liquidation dividend (which 

will trigger recoupments and capital gains tax in the hands of the 

company), or the company can distribute its assets to its shareholders. 

In the latter case the company is deemed, in terms of section 8(4)

(k) and paragraph 75 of the Eighth Schedule to the Act, to have 

disposed of its assets at market value at the date of such distribution 

in specie which will result in similar recoupments and capital gains 

tax to when the assets are sold by the company.

Impact of the nature of the distribution on dividends 

tax payable

Dividends distributed to shareholders that are natural persons and 

trusts will be subject to dividends tax. Dividends paid by a resident 

company to another resident company will, however, be exempt 

from dividends tax in terms of section 64F(a) of the Act.

In respect of dividends not exempt from dividends tax in terms of 

section 64F, the Act distinguishes between dividends in specie and 

CPD
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dividends other than those in specie. The liability to pay dividends 

tax on dividends in specie at 15% rests upon the company paying 

the dividend (similarly to STC). For dividends other than those in 

specie the liability for dividends tax lies with the shareholder, but the 

company has the obligation to withhold the dividends tax at a rate 

of 15%. 

At first glance it appears as if the choice between selling the assets 

and distributing the proceeds or distributing the assets in the course 

of liquidation should not be a difficult one from a dividends tax 

perspective, as both courses of action would attract dividends tax 

at a rate of 15%. The following example, however, proves that the 

choice as to the nature of the liquidation distribution could result in a 

significant tax saving:

Company A has the following balance sheet prior to its liquidation:

R

Assets

Building at market value (assume base cost is also 

equal to market value for illustration purposes)1
1 000 000

Cash 200 000

Equity

Share capital (assume this to be contributed tax 

capital)

100

Retained earnings 1 199 900

The directors are faced with the decision as to whether the liquidation 

should be done by way of disposing of the building and distribution 

of the proceeds to the shareholders (refer Scenario A below) or rather 

to distribute the building to the shareholders (refer Scenario B below). 

For both distributions, R100 of the total distribution will be made from 

contributed tax capital.

Scenario A: The company sells the building and distributes the cash

R

Dividend paid to shareholder:

- Cash received as proceeds on the sale of building 1 000 000

- Other cash on hand 200 000

Total amount paid to shareholder 1 200 000

Less: amount paid from contributed tax capital (100)

Dividend paid other than in specie 1 199 900

Dividends tax withheld by company on this 

dividend at 15%

179 985

Scenario B: The company distributes the building and remaining cash

R

Dividend paid to shareholder in specie (deemed 

to be paid at market value in terms of section 64E)

1 000 000

Dividends tax to be paid by the company on this 

distribution at 15%

150 000

Remaining cash on hand to distribute:

Initial cash available 200 000

Cash used by company to settle dividends tax 

liability

(150 000)

Cash available for distribution 50 000

Less: amount paid from contributed tax capital (100)

Dividend paid other than in specie 49 900

Dividends tax withheld by company on the cash 

dividend at 15%

7 485

Total dividends tax payable 157 485

From the comparison it is clear that the distribution of the building 

in specie results in a lower amount of dividends tax being payable 

than the distribution of a cash dividend. The reason for this is that the 

effective dividends tax rate at liquidation in the case of a distribution 

in specie is 13,04% (15/115), as the reserves of the company are 

reduced by the dividends tax amount, while the effective dividends tax 

rate on the distribution of cash is 15%. 

It is submitted that this difference in the effective dividends tax rate 

could result in significant tax savings, depending on the value of 

the property transferred in this way. The potential saving should, 

however, be compared with additional costs that may result from the 

transfer of title of the assets to the shareholder. From the perspective 

of the shareholder, it can be placed in the same position as a cash 

distribution should it choose to sell the building, thereby converting the 

distribution into cash in this manner.

Concluding thoughts

The discussion in this article provides evidence that choices to be 

made during the liquidation of a company are far from simple, despite 

the fact that the dividends tax regime contains no specific provisions 

or exemptions in respect of liquidation distributions. The discussion 

furthermore shows that a little thought as to the road of achieving the 

liquidation could result in significant tax savings. 
1For illustration purposes, this will not affect the decision as there will be no capital gains tax whether the building is sold or distributed.
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Members Unethical Conduct - 

Unprofessional or Criminal?

Towards the close of the year the Institute takes stock of 

the cases that have been referred to the legal division 

and finds that a great deal of uncertainty exists amongst 

members as to the exact parameters of unethical behaviour and 

criminal liability. The legal division is confronted on a daily basis 

with this sticky subject. Although SAIPA rules and regulations 

are enshrined in its Constitution, Code of Conduct and By-laws, 

this subject matter remains contentious. New complaints by 

the public as well as professional indemnity insurance claims 

increase exponentially towards year end.

What is a typical complaint?

During the past two months new complaints of which 16 have been 

lodged have all had more or less similar facts which are as follows:

•	 Members advertise and enlist new clients;

•	 All work done by members is, at the outset, performed correctly, 

diligently and with due care;

•	 Mandatory financials are compiled; submissions to SARS are 

made timeously and correctly. All other work is performed well 

and to the satisfaction of the client;

•	 As the client base is expanded the quality of work done by 

members decreases;

•	 Penalties are levied by SARS;

•	 Various attempts are made by members and their clients to 

rectify the situation through meetings, letters etc.;

•	 Attempts at keeping the working relationship alive become 

more and more difficult to sustain; 

•	 Clients of members are very often desperate at this stage. 

Financial losses have now become significant and increase 

exponentially with the passage of time;

•	 New accountants are appointed who attempt to secure documents, 

statements, books and papers held by the first member accounting 

firm in an attempt to rebuild financial history;

•	 Obtaining the above documents statements, etc., often proves 

to be impossible as a result of a various factors;

•	 At this stage the situation becomes unmanageable, the 

relationship and trust between member and client is totally 

destroyed, and a complaint is lodged.

When the theory is applied to the conduct as illustrated above, it 

is immediately apparent that the lines between unethical and criminal 

conduct are often blurred. This is the case in 99% of all complaints 

received in the legal division. The relationship between members 

and their clients is regulated by the law of contract. It is clear that the 

very important initial ‘step’ is very often neglected. Members often 

conduct themselves in ways that may be wrongful due to a lack 

of sufficient/correct knowledge or because the member has failed 

to keep updated. Initial intentions may be bona fide. At this stage 

the intent of the member has, however, become irrelevant. When 

members are asked about appointment letters/contracts between 

themselves and their clients the majority state that no written contracts 

were ever concluded.

Although a verbal contract is a valid contract, the terms of 

reference of such verbal contract are difficult, if not impossible, to 

prove at a later stage when the relationship breaks down. This in 

effect means that the core of the relationship is defective. Often 

decisions have to be made by the Investigations Committee on 

a ‘he said -she said’ basis. The typical statement that forms part 

of complaints and reaches the legal department is elucidated by 

way of examples:

“Your member did not complete my financial statements 

timorously as agreed.”

 “Company tax returns were not submitted to SARS on time by 

your member.”

“Your member did not submit my company’s PAYE timeously.”

“Your member misrepresented the fee arrangement for 

professional services. A fee of R3500.00 is charged in respect 

of accounting services for ‘the previous period’ The fee that was 

agreed on is R2500.00.”

“Your member claims to be a registered accountant. I did 

research and found that this information is false.”

“Your member told me he is an auditor and is permitted to 

perform auditing functions.”

While the first three of the above extracts from complaints amount 

to unethical behaviour, the fourth could be categorised as unethical 

SAIPA Legal and Compliance Department
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and criminal. The latter two, without doubt, amount to criminal 

conduct. If an accountant holds himself/herself out to be an 

auditor knowing that he is not, this is criminal conduct of the 

worst kind and very likely to bring the accountancy profession as 

a whole into disrepute. A position of trust is abused to provide 

an opportunity for engaging in criminal activity.

Very often a client of the member is unaware that accountants 

and auditors are different professions within the financial world, and 

that referring to the two separate professions in the same breath is 

tantamount to comparing a pharmacist to a medical doctor or, to 

put it differently, saying that the pharmacist can be promoted to a 

medical doctor. Although most would be of the opinion that this is a 

ludicrous example, it is very close to the practical 

truth that is perceived by many members of the 

public.

The public often does not understand that 

there are different occupations within the broad 

spectrum of the financial world. The Constitution of 

the Republic of South Africa (1996) clearly affirms 

the truth of this. The Constitution is also indicative 

of the serious light in which offences are viewed. 

By inclusion of the profession in the highest law of 

our country, this fact is made patently clear. The 

Constitution, although merely a brief outline of 

the requirements, mandates other legislation that 

regulates professions within the financial world.

When conduct by members involves 

dishonesty, this must be viewed in a very serious 

light as this reflects on the primary function of 

accountants and auditors. When offences of 

dishonesty affect the community that it is meant 

serve and assist, it becomes a cause of concern 

to everyone. Members of the public who are 

victims are often severely prejudiced by the 

conduct of unscrupulous members.

Even if the member initially had honourable 

intentions, this intention is irrelevant at the 

stage when the complaint is lodged. By this 

stage the complainant is no longer interested 

in the intention of his erstwhile accountant, and 

immediate rectification of an untenable situation 

is sought.

In conclusion, it is noted that most seemingly hopeless situations 

can be rectified or, at the least, the damage can be contained 

if assistance is sought at an earlier stage. It appears that the 

old adage applicable to pride still applies. It does always go 

before the fall. Prevention is still better than cure, and members 

are encouraged to seek assistance 

before all working relationships 

disintegrate into complete shambles. 

In the near future the Professional 

Accountant will give serious 

consideration to the publication of 

the names of offenders. 
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Is Ethics your 
Responsibility?
Cynthia Schoeman, Ethics Monitoring & Management 

Whilst the goal of achieving ethical behaviour in the 

workplace is shared by organisations across different 

sectors, industries and countries, the realisation of this 

goal is not always easy or straightforward. 

Leaders are widely recognised as one of the most influential 

factors that shape behaviour. As role models they effectively set the 

ethical standards of the organisation by the values they demonstrate, 

by what they say and do, and by what they don’t say and do. 

Industry bodies can similarly be viewed in a leadership role relative 

to their member organisations, ideally to drive and encourage ethical 

conduct (as opposed to inactivity which can be seen as ignoring or 

condoning misconduct). 

Good leaders and bad leaders

Good leadership implies that the leader acts to entrench the 

organisation’s values and code of conduct. It reflects what the King 

III Report on Corporate Governance in South Africa refers to as 

‘responsible leaders’ who ‘do business ethically rather than merely 

being satisfied with legal or regulatory compliance’, and who are 

characterised by the ethical values of responsibility, accountability, 

fairness and transparency.

The winners of the Nobel Peace Prize offer high-profile examples of 

good leaders: Desmond Tutu (1984), the 14th Dalai Lama (1989), 

Aung San Suu Kyi (1991) and Nelson Mandela (1993). 

There are, however, many more examples of unethical leadership. 

Local political figures who have demonstrated unethical conduct 

include Bheki Cele and Jackie Selebi, the former National Police 

Commissioners, Sicelo Shiceka, the previous Minister of Cooperative 

Governance and Traditional Affairs, and Gwen Mahlangu-

Nkabinde, the former Public Works Minister.

 

In business there are more examples, such as the scandal 

around the Quoin Rock auction in December 2011 by former 

Auction Alliance chief executive Rael Levitt and the former estate 

agent, Wendy Machanik, who is to be sentenced on two counts of 

contravening the Estate Agency Affairs Act and 90 counts of theft, 

totalling R27 million. 

Ethics is not solely dependent on ethical leadership 

There is no doubt that there is immense value in ethical leadership. 

The challenge is that there are often too few ethical leaders. One 

is, therefore, compelled to also look to the individual as another 

significant source of ethical behaviour, and in doing so, to promote 

the recognition that the pursuit of ethical behaviour cannot be solely 

dependent on ethical leadership. 

In recognition of the power of the individual to shape ethical 

behaviour, two basic features of etwhics are noteworthy: the first 

is that ethics centres on the individual’s choice between good and 

bad, and right and wrong. While leadership is a strong influencing 

factor on behaviour, it is but one factor. The individual’s choice is 

equally shaped by personal values, by the norms of a group or of an 

organisation’s culture and by applicable laws, rules and regulations. 

The individual’s ability to choose also undermines the leader’s ability 

to enforce ethical behaviour.

This choice is also subject to the second feature of ethics, namely 

that, in the context of the workplace, people almost always know the 

difference between right and wrong. Even if a company condones 

misconduct, for example corruption related to tenders, it does not 

affect the classification of the behaviour as wrong.
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Thus, apart from situations of coercion or autocratic leadership, the 

individual employee is generally free to choose whether to follow a 

path of ethical or unethical conduct, and the power of this original 

choice should not be underestimated.

In pursuit of more ethical leaders

Addressing the apparent shortage of ethical leadership by focusing 

on initiatives to develop more ethical leaders is a sound approach - 

except that it can be undermined by restrictive assumptions.

One particularly pertinent assumption from the perspective of ethics 

was articulated by Peter Senge. He acknowledged that, ‘when things 

are going poorly, we blame the situation on incompetent leaders 

[and] when things become desperate we can easily find ourselves 

waiting for a great leader to rescue us’. 

This outward focus of looking for someone else to be the ethical 

leader to raise the level of behaviour in the organisation misses the 

bigger question, namely, what are we, individually and collectively, 

able to contribute? Taking personal responsibility for behaving 

ethically can make a difference in your sphere of influence. 

It also ignores the fact that the ethical status of the organisation is 

made up of the behaviour of all the individuals: employees, managers 

and leaders. Each individual’s every act – ethical or unethical, 

positive or negative – either builds or erodes the organisation’s 

ethical tipping point - that crucial point at which, ideally, the majority 

of behaviour tips the balance towards ethical behaviour, and in so 

doing, it becomes the norm. 

In conclusion, the goal of achieving ethical behaviour starts by 

taking responsibility for one’s own ethical conduct. To paraphrase 

Mahatma Gandhi’s view (that ‘we need to be the change we wish 

to see in the world’) we each need to be the ethical leader we want 

and would wish to follow. 

Cynthia Schoeman is managing director of Ethics Monitoring & 

Management Services, which provides support for the proactive 

management of workplace ethics. This includes the Ethics Monitor, a 

web-based ethics survey, which enables organisations to measure, 

monitor and report on their ethical status.

Towards being more ethical 

The answer to how to be more ethical is simply to make ethical 

choices. Coupled to this, there are further steps which can help 

to promote improved ethics:

 

•	Understand and live your values

The crucial moral values in the workplace are honesty, 

integrity, fairness, respect, responsibility and accountability. 

Living these values entails a personal commitment to the 

values - not merely superficial compliance - which is evident 

in all your decisions and actions.

•	Contribute to an ethical organisational culture

You can contribute to an ethical culture by demonstrating 

visible support for the way things should be done in the 

workplace.  This makes no allowance for the person who 

does not make the link between ‘what I do and what’s being 

seen’ and ‘what I say’.

•	Comply with and support applicable legislation, 

rules and regulations

This takes into account that the law is only the minimum standard. 

It means that you should aspire to do more than the bare 

minimum, and it excludes a ‘tick box’ approach to compliance.

•	Follow the golden rule to do to others as you 

would like them to do to you 

The philosophy of reversibility is a well-recognised approach, 

and a principle at the centre of most religions. It does not 

include the variation of doing unto others before they have a 

chance to do to you!
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Detecting ‘red flags’ early can help a 
business avoid severe financial distress
Stefan Smyth, National Leader for Business Recovery Services, PwC South Africa

A financially distressed company can be nursed back to 

health if the warning signals and other ‘red flags’ are 

monitored and picked up early enough in the process, 

says professional services firm PwC. “A company can be turned 

around by acting timeously on early warning signals and thereby 

resolving underperformance,” says Stefan Smyth, the National 

Leader for Business Recovery Services, PwC South Africa.

However, Smyth says that slow or ineffective response by directors 

and executives can lead to rapidly spiralling underperformance 

in companies, which ultimately leads to the most severe financial 

distress and even liquidation in certain instances. “Time is of 

the essence if a company is in financial distress. The longer 

management stalls in taking action, the more dire the consequences 

for the company concerned.”

If interventions have been unsuccessful or applied too late then 

Business Rescue proceedings under Chapter 6 of the Companies 

Act, 2008 offers an alternative option to liquidation. Severely 

financially distressed companies who can demonstrate future 

viability can then use Chapter 6 as a vehicle to stabilise and 

restructure. The new law aims to assist companies in reorganising 

and restructuring their business affairs. 

However, even here timing is crucial and companies are well 

advised to realise that the trigger for rescue (6 months of liquidity/

solvency) is there to ensure that there is sufficient cash/assets 

remaining to effect a rescue – all too often Business Rescue is filed 

when the company has exhausted its cash and reserves and cannot 

afford either the costs associated with Business Rescue or to fund 

working capital.

Companies in financial distress often wait too long to address 

their problems as they are slow in responding to ‘red flags’ 

and other critical warning signs. “In such cases, the options for 

turnaround are few and far between. The company’s relationships 

with key stakeholders may also have been damaged resulting in 

a loss of faith and correspondingly limited access to extra capital 

from funders or shareholders to support a turnaround. The end result 

is dire for the economy, directors, employees, lenders, customers, 

suppliers and shareholders alike with economic and enterprise 

value being diminished for all.”

At some point in any company’s lifecycle, it can expect that 

financial pressures will be encountered for a variety of reasons, 

both foreseen and unforeseen, he says. Management needs to 

detect or monitor the early warning signals of such financial distress 

to avert disaster. 

“The earlier that management takes steps to turnaround a 

business, the faster the recovery and the lower the risk for the 

organisation. The length of the recovery period and costs associated 

26 Professional Accountant



BUSINESS RESCUE

will ultimately be reduced through the speed and effectiveness of 

interventions undertaken by management.” However, the longer 

management takes steps to turnaround a business, the recovery 

options tend to become limited in the rescue process, he explains.

Furthermore, the larger or more complex the pool of stakeholders 

who are involved in the business, the more complex business 

recovery tends to become, given the often subjective and polarised 

views. “Turnaround plans require agility and boldness in their 

approach on the part of management and often the hiring of a 

turnaround specialist on an interim basis brings both the requisite 

experience of what works and the pace of change required. On 

the whole multiple, concurrent strategies tend to work best.”

Smyth says it is not difficult for management to determine when 

a company is in some kind of financial distress but all too often the 

time taken to identify, accept and act on the indicators can mean 

that the company has deteriorated to the point of illiquidity and/

or insolvency. At this point in time, the directors of the company 

may become personally liable for the debts of the company and 

can even be sued in their own capacity by creditors, under the far 

reaching provisions of the Companies Act, 2008.

Smyth says that directors and management need to learn to 

spot commercial signs of demise. “New indicators and monitoring 

processes are required. Management needs to regularly and 

proactively assess and benchmark the business.”

Management needs to monitor and assess the key risk indicators 

of the business, which includes both financial and non-financial 

indicators. “Often the financial indicators are too late as a warning 

sign,” he says.

The warning signs to watch out for include: the loss of key 

customers; low staff morale/labour unrest; loss of competitive 

advantage/margin erosion; outdated and unattractive products; 

increasing and mounting tensions between the company and 

stakeholders; a failure on the part of management to meet 

deadlines; and an inability on the part of the management to 

articulate strategy and to prioritise business objectives. Other 

‘red flags’ include regular changes in company policy; superficial 

forecasting of revenue or cash flow; bank covenant breaches 

and excessively delayed creditor payments; downgrading of 

an organisation; poor governance/frequent and excessive 

changes in the board and senior management; and reliance on 

once off transactions.

“However, many of these ‘red flags are symptoms of a financial 

illness – directors need to identify and tackle the root causes, not 

the symptoms of the sickness,” says Smyth. Directors also need 

to continuously appraise the business model of the company, 

particularly its commercial ‘footprint’, including the risk and 

concentration of both the supply chain and customers. It is easy 

in well established businesses to assume that the model hasn’t 

changed and that what worked in the past to correct trading 

pressures will work now. 

It is likely that both the business model and the trading environment 

are so different now that new tactics and strategies will be required. 

The long and unpredictable downturn adds an additional layer of 

complexity to affecting a successful turnaround.

He recommends that any companies in financial distress who are 

contemplating Business Rescue seek advice from business rescue 

experts before considering passing a resolution to enter Chapter 

6. “The complexity and consequences of this new legislation is 

high and far-reaching.”  

For questions on business recovery email: Stefan.smyth@za.pwc.com
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How Dorcas Dinwa helped buy a Company
Jeremy Maggs

OFF BALANCE SHEET

She has unfettered access to all company secrets. Not only 

does she know strategy but the thinking that goes into it; what 

is accepted and rejected. She also has primary knowledge of 

the lifeblood and DNA of the organisation – its gossip.

Dorcas Dinwa arrives for work at 6 p.m. every night just as 

everyone is leaving. No one notices as she unpacks her mops, 

brooms, buckets, fluids and cloths. Some might nod in her 

direction as they make for the elevators. But by and large she is 

an invisible face doing an invisible job at an invisible time. Their 

only expectation is that when they come the next day, dustbins will 

be emptied and the office floor is shining for another day of trade. 

And most of those who are rushing for the exit are pigs. They don’t 

clean their own lunch plates, don’t mop up spilled coffee, and strew 

paper all over the place.

Dorcas despises them but has big ambition. Long passed over by 

a backward-thinking HR department who rejected her very worthy 

application for a junior accounts clerk job, she has taken matters into 

her own hands and this is the week she will strike. Unbeknown to 

her privileged colleagues she has quietly joined, as a junior partner, 

a small consortium called Inja Phandle (Dogs Out) and using the 

right developmental assistance grants is in an enviable position to 

be just the right partner that everyone is looking for. Now, using 

stealth and savvy during her nighttime drudge by reading what has 

been carelessly thrown away and on computers where idiots have 

forgotten to log off, she has discerned that the company she cleans 

is in a cash-flow negative position.

She knows their empowerment rating is dismal and about to be 

more so as a major shareholder has left. She is well aware that sales 

targets are not being met and that forecasts for the next financial year 

are problematic. And after spending much time in the CEO’s office 

she’s aware he’s having a torrid affair with his PA and that ‘sales trips 

to Cape Town’ for two have been paid for with a company credit 

card. How, she asks, does a day spa visit add to the bottom line? So 

not only does Dorcas have intelligence, but also leverage.

So on the day that the due diligence meeting takes place between 

the company and Inja Phandle, Dorcas knows exactly what they’re 

going to offer and how far they are prepared to go. The CEO 

had left a proposal document on his desk before rushing off to an 

urgent weekend conference in Lanzerac. She also knows that in 

order to procure more business going forward, partnership with her 

consortium is critical. And they nail it, the price is driven low and the 

promised returns are high. And Dorcas, on whose information the 

deal went through, is invited to join the board. And the first order 

of business at her first meeting is to insist the company invests in 

industrial strength paper-shredders and that not washing coffee cups 

and plates results in disciplinary action! 

28 Professional Accountant


