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In bridging the skills gap, Fasset has successfully enabled over 23 000 learners 

to complete learnerships. This could not have been done without the employers 

in Fasset’s sector. They too have been able to reap the numerous benefits 

available to them, such as learnership cash grants, strategic cash grants and 

income tax deductions. Fasset and its employers in the sector have placed 

learners on successful career paths and bridged the gap. 

There are a lot more benefits 
to bridging the skills gap.
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T
his issue is devoted in part not only to the growing power 

of small business in South Africa but also to its absolute 

necessity for the country’s long term survival. 

Do yourself a favour and download novelist Robert Harris’s new 

book, The Fear Index, in which he explores the complicated 

environment of algorithmic hedge-fund trading using the premise 

that all transaction for profit is ultimately motivated by fear because 

it’s the primal emotion that influences the way we behave. At one 

point he uses that famous FDR quote: ‘The only thing we have to 

fear is fear itself’. 

One senses that fear is going to be an overriding influencer in the 

global economy in 2012 and that we - at the very least - need 

to understand it, and at best deal with it. So 

how will things pan out in the year that follows 

the Euro Zone debt crisis and indications of 

a second whip recession? One new study 

suggests that until at least the middle of the 

next decade, global growth is likely to slow 

to approximately 3% per year on average – a 

rate somewhat below the average of the last 

two decades. 

A recovery in advanced economies will be 

more than offset by a gradual slowdown in 

emerging ones as they mature, with the net 

result that global growth will slow. But the 

biggest risk ahead for the global economy is 

not this slower overall growth in output, but 

a slowdown in average output per capita, 

which will determine how fast living standards 

can be supported and raised. So the greatest 

challenge for the global economy in this slow 

growth environment is to raise productivity 

without losing job opportunities for the millions who are looking 

for reasonably paid jobs to support their living standards. Doesn’t 

make for easy reading does it, and you should be worried. 

So, as you gear up for the business year, it’s worth taking all that on 

board and recalibrating your thinking – not only from a corporate 

perspective but also as an individual, and who better to turn to than 

Madiba who famously said: ‘I learned that courage was not the 

absence of fear, but the triumph over it. The brave man is not he 

who does not feel afraid, but he who conquers that fear’.

Jeremy Maggs

Consulting Editor

The Fear Index 

THE STARTING POINT
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INBOX 

Accounting Inbox 

CLARITY ON ACCOUNTING OFFICER REPORT FOR PTY
Q: I am still battling to get clarification on what documents to issue to a client with PTY Ltd with regards to my appointment as an 

Accounting Officer? Please assist me with the Accounting Officers report. Do I use the CC one? Or do I not issue any report?

A: The assumption is that you are being engaged as an accountant. Your duties will be much the same as with a CC unless the 
company itself specifies additional services that you need to provide. This will then be negotiated and reflected in the engagement 
letter – the basis of which will be the normal CC appointment letter. Then your report will be based on the duties that you have 
performed which, if it was a preparer of the financial statements, will be fairly similar to the accounting officer’s report you did for 
a CC.

DEPRECIATION
Q:  How do I determine the rates and methods for depreciation for Vehicles and Computer Equipment? Is there a specific rule or market 

indications?

A: There are no specific rules regarding the write-off period of an asset. It is an estimate of the useful life of the asset. However, a lot 
of companies use the tax rates that are published in a schedule to Practice Note 19.

 For instance, vehicles will use a 4-year period of write-off and computer equipment will range between 2-5 years depending on 
the type:

 Main frame: 5 years
 PC: 3 years
 Purchased software: 3 years
 Self-developed software: 1 year
 Software for PC: 2 years

ESTATE AGENTS AND TRUST ACCOUNTS
Q: The query relates to property that my client manages for a third party for rentals (not for the sale of properties). i.e., they collect 

deposits, the monthly rentals and disperse monthly operating costs on these properties. The properties do not belong to them; they 
are the agents for these properties. Should this income and expenditure be run through a trust account? My opinion is that it is not 
necessary - is this correct?

A: You are correct. The income and expenditure does not have to be paid into a trust account. I believe some agents do, however, 
hold the deposit that has to be paid at the start of a contract in a trust account.

YOU’VE GOT MAIL

Please submit your questions and comments to 

communications@saipa.co.za. Approval of letters for publication is not 

guaranteed for any particular issue, and is dependent on space available. 

Disclaimer: The views expressed by the contributors do not necessarily reflect those 

of SAIPA and Professional Accountant and should not be construed as advice. The 

answers are published for information purposes only. Advice should be sought from a 

professional advisor.
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FEATURE

As South African importers and exporters 

know only too well, the ZAR remains one 

of the world’s most volatile currencies. 

It traded in a range of R6.58/US$ to R8.25/

US$ between January and October of this year, 

according to South African Finance Minister, Pravin 

Gordhan’s Medium Term Budget Policy Statement. 

And things got a lot more mercurial after this 

statement was released, thanks to yet further 

shock developments in the Euro-zone, including 

fears that Europe’s debt crisis contagion had 

spread, infecting not only Italy, Spain, France, 

Belgium and Austria, but Germany - the strongest 

economy in the region.  

The US$ quickly benefited from the so-called 

‘risk off’ environment which enveloped markets 

at the time, and rose sharply against the EUR as 

investors moved money into assets considered to 

be relatively safe. Not even the lack of agreement 

by the US Congressional Supercommittee on 

a deal to cut the US budget deficit by US$1.2 

trillion during November failed to halt the US$’s 

progress, possibly because the failure to cut a deal 

had already been factored into the market. 

Indeed, at the time of writing (end November) the 

ZAR was trading at R8.53/US$, considerably 

weaker than most financial institutions’ economists 

had predicted for the fourth quarter of 2011, 

according to the October Reuters EconoMeter 

Poll. Its results show that Standard Chartered came 

closest with its prediction of R8.20/US$, for the 

last quarter of 2011. 

The GBP also found favour because, opined Mitul 

Kotecha, Managing Director, Head of Global 

Foreign Exchange Research at Crédit Agricole 

CIB, ‘the simple fact that GBP is not the EUR has 

The Great  Currency Debate
The international debt crisis continues, and in the resulting risk-averse 
environment emerging market currencies, such as the SA rand, have fallen 
out of favour. But research reveals that not all economists are rand bears in the 
medium-term…

Lyn Smerczak, Freelance Writer
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FEATURE

given it a quasi safe haven quality’. So it’s small wonder the ZAR took 

a pounding at the end of 2011.

Of course, exporters will be delighted with the weaker currency, 

as they will earn more ZAR for their products and services. 

Importers, on the other hand, will be digging deeper to pay more 

ZAR for their foreign products and services. As consumers, we 

can well expect to have to fork out more for imported goods in the 

short- to medium-term, as importers seek to maintain their margins 

(with inflationary consequences).

The weaker currency is also likely to spook individuals who have all 

their investment eggs in the South African basket. Their dilemma is 

whether or not to externalise their spare capital, so hedging against 

a ZAR collapse,  or keep it in South Africa, which still offers better 

interest rates on cash investments than, say, the UK. The good news 

is that at least the option now exists for South Africans to move 

capital fairly freely, within the confines of the current exchange 

control regulations (see side-bar).

Planning business and personal affairs in such a volatile environment is, 

at best, tricky and, at worst, impossible. We turn to forex gurus, economic 

forecasts and – as an option of last resort - educated guesswork, for 

even the experts seem divided on the outlook for the ZAR.

Brait’s Colen Garrow, for one, is bullish on the ZAR. He says 

that, in theory, it’s unlikely that the ZAR exchange rate weakness 

is sustainable; not until the factor that drove it stronger – the 

carry trade – is unwound. “Theoretically, the domestic unit should 

find support from moves the US Federal Reserve took in August, 

to maintain financial market stability by keeping its policy rates at 

near-zero levels until mid-2013. This should keep the US-SA interest 

rate differential wide enough for market participants to renew their 

appetite for high-yielding assets such as the ZAR.”  In his view, this not 

an unreasonable assumption, particularly when demand for liquidity 

is strong, in a global environment dominated by much uncertainty. 

In the meantime, Garrow concedes that the ZAR is likely to succumb 

to bouts of risk-averse sell-offs associated with events as they unfold 

from the Euro-zone. The most recent demonstration of this has been 

the 17% (note: and more, since this comment was made) the unit 

has lost against the US$ over the past few weeks. He explains that 

intensified speculation of Greece defaulting on its debt, key French 

banks being downgraded, the recapitalisation of mid-tier banks in 

Italy and Spain, and sovereign downgrades of Italy and Portugal, 

collectively, aggravated the precarious outlook towards the Euro-

zone and its currency. And our currency tends to tuck into the EUR 

slipstream. Says Garrow: “With the almost 35% the EUR carries in 

the South African Reserve Bank’s trade weighted index (a basket of 

15 inflation-adjusted currencies) the ZAR has a general tendency to 

shadow the EUR.” 

This view chimes with the Medium Term Budget Policy Statement, 

which points out that recent conditions have fed volatility in capital 

flows and asset prices, knocking confidence and investment in 

emerging and developing countries, and exacerbating the negative 

shock from weak external demand in developed economies. 

Gordhan points out, in the Statement, that capital outflows from 

emerging market equities reached US$30 billion for the year to 

October, as investors sought refuge in traditional safe-haven assets 

such as the US$. And if this fall in the ZAR has a familiar feel to it, 

there is good reason for the déjà vu: In the third quarter, portfolio 

outflows from emerging markets were the largest since the collapse 

of Lehman Brothers in 2008, says the Statement.

While Gordhan warns that in the near term, South Africa will 

be affected by international trade and investment trends, and 

is vulnerable to slowing global demand, he states that  ‘over the 

medium term, emerging markets with relatively buoyant growth 

prospects will continue to attract capital, placing upward pressure 

on currencies relative to the dollar’.

Indeed, at the time of writing 

(end November) the ZAR 

was trading at R8.53/US$, 

considerably weaker than most 

financial institutions’ economists 

had predicted for the fourth 

quarter of 2011, according 

to the October Reuters 

EconoMeter Poll. 
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In November, however, Reserve Bank Governor, Gill Marcus, in the 

Monetary Policy Review, warned that ‘some advanced economies 

face prolonged periods of economic adjustment, and although 

emerging markets are expected to continue to outperform advanced 

economies; their growth will be affected by the challenging 

environment. Heightened perceptions of risk by global investors 

have resulted in increased volatility of capital flows worldwide. 

Recent shifts in capital flows have also impacted on the domestic 

capital and foreign-exchange markets’.

In November, Rand Merchant Bank’s Theuns de Wet, Head 

of FICC Research, and Josina Oliphant, Commodities Analyst, 

made the following observations in their currency insight report: 

“We are…of the opinion that developments in Europe and the 

US have moved to a point where policymakers will have to step 

up to the plate and enact measures that should be bullish for 

risky assets. Failure of policymakers to react positively risks a 

financial catastrophe and/or a global recession. The positive 

reaction is, however, unlikely to come (soon) and the ZAR should 

remain under pressure. Policy decisions in Europe hold the most 

potential to drive the outcome for global financial markets from 

one extreme to another over the next few weeks (from ‘risk off’ to 

‘risk on’).” In which case, the rand would appreciate.

Other factors affecting the ZAR include rating agency Moody’s 

downgrading of its credit rating outlook for South Africa from ‘stable’ 

to ‘negative’, expressing concerns that politicians overseeing the 

continent’s largest economy won’t be able to stick to strict fiscal 

policies.  It also expressed fears that commitment to low budget deficits 

could be undermined by pressure from factions of the governing 

African National Congress party, its labor movement supporters and 

a population facing high rates of poverty and unemployment. The 

agency also said a debate driven by the ANC Youth League over 

whether mines should be nationalised, was scaring investors. 

Additionally, as de Wet and Oliphant noted in late November, 

“not surprisingly, the passing of the Protection of State Information 

Bill through the National Assembly attracted significant attention. 

While it’s unlikely that this was a major factor driving ZAR weakness 

(European, US and Chinese developments are more concerning on 

a global scale), international reaction to the Bill should be monitored 

closely. (It) could dent perceptions over the long-term outlook for 

South Africa and could weigh on foreign capital flows.”

The drop in the ZAR might also be felt more keenly since we have 

enjoyed something of an Indian summer, with the currency being 

overvalued for some time. Investec’s Group’s Chief Economist, 

Annabel Bishop, warned in October that the purchasing power 

parity measure of the ZAR showed that, while it was consistently 

overvalued since the first quarter of 2010, it had now ‘reached its 

correct PPP valuation’.

While there are widely differing views on the ZAR, taking an 

average of 20 different economic predictions for the ZAR/US$ for 

the fourth quarter of 2011, the view is R7.86/US$. By the second 

quarter of 2012, this average stands at R7.94/US$. Not all that 

bad, then.

But caveats abound. While Bishop told a recent EuroFinance 

seminar that the good news is that SA’s prospects ‘looked a lot better 

than those elsewhere in the world’, she cautions: “Our forecasts 

(R7.85/US$ for Q411) are based on the belief that the global 

economy will not slip into recession and the sovereign debt crisis will 

not transcend into a full-blown financial meltdown; should the worst 

case scenario transpire, then the ZAR would likely move to R9.00/

USD and beyond fairly rapidly. That said, high levels of volatility are 

likely to persist for the rest of this year, and well into next. Indeed, 

until the sovereign debt crisis is safely resolved and global growth 

returned to trend, the ZAR will remain vulnerable.” 

It seems, then, that there’s no end in sight for currency volatility. Hold 

tight – it’s going to be some ride.

FEATURE

Moving your money: Foreign exchange allowances

Two forms of annual foreign exchange allowances currently 

exist for individuals: a single discretionary allowance and an 

individual foreign capital allowance.

Single discretionary allowance

This allows residents over the age of 18 years to transfer up 

to R1 million offshore, per individual, per calendar year, for 

the following purposes: 

•	 Travel 

•	 Monetary gifts and loans 

•	 Study allowance

•	 Maintenance transfers 

•	 Donations to missionaries

•	 Alimony and child support payments 

•	 Wedding expenses and other special occasions.

Be warned that this allowance is set at a maximum of R1-million 

per calendar year. So if, for example, you take out R600k as a 

travel allowance in that year, you will only have R400k available 

for other purposes. The allowance may be taken in any form, i.e. 

cash (foreign), traveller’s cheques or by credit card. 

It is possible to apply to the South African Reserve Bank (SARB) 

for an increase in the allowance. 

Foreign capital allowance 

A foreign capital allowance of R4-million per calendar year is 





12 Professional Accountant

COMPANIES ACT

The new Companies Act (71 of 2008) introduced many new 

and revised provisions, such as financial reporting requirements.

The new Companies Act, like all other legislation, relies on its 

definitions for interpretation and application of the Act’s provisions. 

One of these definitions is “juristic person”, which includes a trust 

(irrespective of whether or not it was established within or outside 

the Republic). The Consumer Protection Act and National Credit Act 

have similar definitions that recognise a trust as a juristic person. 

The tax laws have for many years recognised trusts as a ‘person’ 

and therefore a taxpayer. If not for these legislative recognitions, a 

trust would not be a juristic person as trusts are not registered and 

established in terms of legislative provisions similar to companies. 

In fact, a trust, in terms of South African law, is based on an 

agreement between the founder and the trustees for the benefit of 

the beneficiaries (Roman Dutch law). For this reason, the trust deed 

is the governing document and similar to the terms of an agreement. 

In addition to the trust deed, the Trust Property Control Act imposes 

requirements and governing of the ownership and control of property 

and the duties of the trustees. The common-law duties of trustees 

imply that trustees must maintain meticulous records in respect of trust 

affairs and should always be in a position to account to the Master 

or the beneficiaries when called upon to do so.

The new Companies Act recognises and defines a trust as a juristic 

person - but would that mean that the new Companies Act applies to 

trusts and its requirements for financial reporting?

Sections 28 (accounting records), 29 (financial statements), and 30 

(annual financial statements) of the new Companies Act applies to 

all companies, as defined. This is the source of some confusion as 

the definition of a “company” “means a juristic person.”. However, 

the definition of a “company” does not include all juristic persons, 

but rather “a juristic person incorporated in terms of this [Companies] 

Act, or a juristic person that, immediately before the effective date-

(a) was registered in terms of the-

(i) Companies Act, 1973 (Act No. 61 of 1973), other than as an 

external company as defined in that Act; or

(ii) Close Corporations Act, 1984 (Act No. 69 of 1984), if it has 

subsequently been converted in terms of Schedule 2;

(b) was in existence and recognised as an ‘existing company’ in 

terms of the Companies Act, 1973 (Act No. 61 of 1973); or

(c) was deregistered in terms of the Companies Act, 1973 (Act No. 

61 of 1973), and has subsequently been re-registered in terms of 

this Act”

Sections 28, 29, and 30 of the new Companies Act expressly apply 

to a “company” and not a “juristic person”, as defined. Therefore, a 

trust is not automatically bound to these sections.

Various amendments were made to the Close Corporations Act, 

in terms of the Companies Act, in order to harmonise the Close 

Corporations Act with the new Companies Act. These amendments 

effectively imported sections 28, 29, and 30 of the new 

Companies Act into the Close Corporations Act. So, these sections will 

still apply even though the definition of a “company” does not include a 

close corporation that has not been converted to a company. 

Trusts are not compelled by statutory law to compile annual 

financial statements (unlike the requirements of companies and close 

corporations). It is widely accepted that the preparation of annual 

financial statements is considered to be a requirement of holding 

Trust as a Juristic Person 
Ettiene Retief, Chairman of Tax Committee, SAIPA
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COMPANIES ACT

office as a trustee; as the financial statements would be needed to 

reflect annual income, capital gains, asset and financial values, and 

for the completion of the trust’s tax returns.

The lack of a statutory law requiring annual financial statements 

also leaves a void with regards to the appointment of an auditor or 

accounting officer (and now Independent Reviewer). It has become 

commonly accepted as good practice that a qualified accounting 

officer (as would be required by a close corporation) be appointed. 

The accounting officer would perform similar duties as those required 

of a close corporation. The Master may insist on the appointment 

of an auditor where there is good grounds based on the type and 

nature of trust.

It should be noted that the trust deed may in fact prescribe the 

requirements for its annual financial statements to be the same as that 

of a close corporation, which would mean that sections 28, 29, 

and 30 of the new Companies Act would in fact apply. These 

sections will not apply where the trust deed does not prescribe 

the financial reporting requirements to be the same as that of a 

company or close corporation.

With regards to trusts, the Trust Property Control Act provides that 

trustees must clearly record in the bookkeeping the property that is 

held in the capacity as trustee (meaning that clear record of assets 

held by the trustees must be kept). This bookkeeping includes the 

maintaining of an asset register with the following information:

• Nature of trust assets;

• Location of trust assets; and

• Monetary amount attributed to each asset.

The obligations and accountability of trustees imply that there will be 

substantial cause for trustees to compile and maintain proper annual 

financial statements. In fact, even if trust assets do not produce 

income and are not constantly changing, the trustees should still have 

annual financial statements compiled. This will aid in confirming that 

trustees are aware of exactly what assets are held in the trust. Annual 

financial statements also provide valuable information that can be 

used in the event of any enquiry regarding the administration of the 

trust, or query regarding the trust assets. There may be no statutory 

financial statement and accounting disclosure requirements relating 

to the trust activities; however, the trustees could be obligated to 

account to beneficiaries or to the Master of the High Court when 

called upon to do so (Doyle v Board of Executors 1999 and section 

16 of the Trust Property Control Act). It is the trustees’ responsibility 

to cause financial statements to be drawn up; and therefore, any 

representation made in a trust’s financial statements should be taken 

to be those of the trustees.

The financial year-end of a trust, by default, for taxation purposes is 

the last day of February. 

To ensure that acceptable accounting practice is used, the financial 

statements of a trust should have certain qualitative characteristics. 

The financial statements should be reliable and in agreement with 

the underlying accounting records. The accounting records must be 

supported by vouchers and documents relating to the transactions. 

The financial statements should be relevant and meaningful for all 

users of the statements. Financial statements are useful for analysing 

changes and activities when comparative amounts are stated. 

Financial statements need to be presented in such a manner that it is 

understandable to the user. If the financial statements of a trust can be 

said to be reliable, relevant, comparable, and understandable, then 

such statements will be in conformity with the accounting framework 

and broadly comply with generally accepted accounting practices 

(similar to those of close corporations prior to the new Companies 

Act and the associated amendments to the Close Corporations Act).

It is generally held that financial statements of a trust should contain 

at least the following:

• Balance sheet and relevant notes;

• Income statement (disclosing income, capital gains, and 

donations);

• Trust funds statement showing accumulated capital and income 

reserves (including disclosure of distributions to beneficiaries 

and reasons for such distributions, also distinguishing between 

distributions that are made in terms of the exercising of trustees 

discretion and those resulting from vesting rights);

• Statement of beneficiaries’ accounts;

• Statement of transactions with connected persons;

• Cash-flow statement (optional);

• Trustees’ report; and

• Accounting officer’s or audit report (which ever applicable).

While the trust deed may not necessarily invoke the provisions of 

the Close Corporations Act or Companies Act, the trust deed may 

still prescribe an accounting or financial reporting framework or 

standard to apply with regards to financial statements for that trust.

The Consumer Protection 
Act and National Credit 

Act have similar definitions 
that recognise a trust as a 

juristic person. 
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CPA

The current position

Currently, a business is entitled to trade under a trading name without 

registering it. For example, ABC (Pty) Ltd. can trade under the name 

‘Light Lime Media’. This is sometimes depicted as ‘ABC (Pty) Ltd. 

trading as Light Lime Media’.

However, ABC (Pty) Ltd. will not have statutory protection for the 

name ‘Light Lime Media’. If another business starts trading under the 

same name, ABC (Pty) Ltd. will need to prove that it has built up a 

sufficient reputation in ‘Light Lime Media’ in order to proceed against 

them under the common law. 

That is why many entities register their trading names as trade marks 

in terms of the Trade Marks Act, 1993. A registered trade mark will 

make it easier for an entity to proceed against another business for 

unauthorised use of the trade mark.

Changes under the CPA

The Consumer Protection Act, 2008 (CPA) has introduced changes 

to the way in which business names may be used.

The CPA came generally into force on 31 March 2011. However, 

the operation of some of the CPA’s provisions has been delayed. 

These provisions include those relating to business names. The CPA 

states that the business names provisions will only come into force 

on a date determined by the Minister of Trade and Industry. Such a 

date has not yet been set. The date may also not be earlier than one 

year after 31 March 2011.

The CPA contains specific provisions regarding the use and 

registration of business names.  When the provisions take effect, it 

can be expected that they will lead to some confusion. 

What’s in a name?
Business names and the 
Consumer Protection Act
Danie Strachan, Senior Associate, Adams & Adams

CPD30 mins
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Many close corporations, and many private companies, 

rely heavily on their accountant. This reliance is not 

limited to purely financial issues, but often also includes 

non-financial matters.

Not every close corporation or private company has a compliance 

officer, risk manager, human resources manager or internal legal 

advisor. In fact, for many, their first port of call regarding compliance 

queries, specifically with regard to the Close Corporations Act and 

the Companies Act, is their accountant. As such, an accountant is 

an important assurance provider to a wide spectrum of businesses.

Furthermore, in terms of the Close Corporations Act, an accounting 

officer that becomes aware of any contravention of that Act must 

describe the nature of such contravention in his or her report. In terms 

of the Companies Act, an independent reviewer must report on 

accountable irregularities. 

The logical conclusion is that it makes business sense for an accountant 

to consider their own level of compliance regularly, as well as that of 

their clients. Having a strong internal level of compliance increases 

the esteem in which the accountant can be held and in having the 

ability to further assist clients. The benefit of this additional council 

could potentially increase the income stream of an accountant.

With the above in mind, SAIPA has joined forces with the Compliance 

Institute of Southern Africa to make the Compliance Risk Management 

Plans (‘the Management Plans’) available to SAIPA members.

Compliance Risk 
Management Plans for 
Professional Accountants

RISK MANAGEMENT 

Pieter Stassen, Contemporary Gazette

CPD30 mins
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What are Management Plans?

The Compliance Institute developed a set of Generally Accepted 

Compliance Practice (‘the Compliance Practice’) that provides 

principles, standards and guidelines for any company that is, or 

wishes to, actively manage its compliance requirements. The 

Management Plans are a natural expansion on the Compliance 

Practice in that it introduces minimum compliance standards (and risk 

management considerations) for core business laws. In accountancy 

terms, where there are financial standards (IFRS) there is also a move 

now towards non-financial standards.

What exactly is Compliance Risk?

The Compliance Practice views compliance risk as the current and 

prospective risk to a company’s business model and objectives, 

reputation and financial soundness, caused by non-compliance 

or potential non-compliance with the laws and expectations of 

key stakeholders such as customers, employees, shareholders, the 

community, etc. It exposes a company to, amongst others, fines, civil 

claims, loss of licence to do business, inability to enforce contracts, 

and reputational risk.

What is the purpose of the Management Plans? 

Essentially, Management Plans are meant to guide users through 

a particular law with to-the-point, understandable actions for 

consideration, with a focus on the key concepts of that law. Users then 

apply their thinking, based on the specific sector and circumstances 

of the particular entity, when responding to each risk rating, control 

and target dates applicable to each action item. 

Innovative features of the Management Plans include: 

• They can be used for succession training (footnotes explain 

concepts and where exceptions may apply); 

• They consider other relevant law (all laws interact with others 

and no law acts within a vacuum); and 

• All references to definitions, related Acts, sections, regulations 

etc are hyperlinked to the relevant text of that referenced law 

(to allow for quality checking and source information) found on 

www.gazette.co.za (to which website all SAIPA members have 

full access to courtesy of SAIPA).

Aspects of a law that are of very little relevance to businesses are 

not considered. The plans are furthermore divided into 10 bite-sized 

questions per category to avoid information fatigue and to ensure 

the user remains focused on the category at hand. The Management 

Plans were purposely created without a ‘bells and whistle’ approach, 

to dramatically decrease cost, allow for ease of use by any person 

with general business experience, make them accessible for the 

largest and smallest company, and to allow for different companies 

with different approaches to adapt the Management Plans to 

whichever approach they are using.

What laws covered by the Management Plans may be 

of particular interest to SAIPA members? 

For release by January 2012: The Companies Act (Private Companies); 

The Consumer Protection Act (CPA); The Financial Intelligence Centre 

Act (FICA); The Financial Advisory and Intermediary Services Act 

(FAIS); and People Management CRMP (HR and related laws such 

as the Employment Equity Act, Promotion of Equality Act, Tobacco 

Products Control Act etc).

Expected in 2012: The Occupational Health and Safety Act, 

National Credit Act and, possibly, Close Corporations Act. 

Each Management Plan considers all relevant sections, regulations, 

exemptions, etc., related to that law.

How can Management Plans assist with non-

financial review services?

A Management Plan considers the minimum requirements in each 

law, with consideration of its interaction with other laws. A user will 

still need to determine whether a specific requirement applies, what 

the High, Medium or Low risk of a requirement will be for a specific 

entity, and when and by whom there should be follow-up actions, 

if any. Offering such interpretation on behalf of clients may be a 

welcome additional service. 

How much will the Management Plans cost? 

One of the benefits of being a SAIPA member is that your company 

may receive these Management Plans at a very competitive once-off 

price, starting as little as:

R570 (incl VAT) per plan for an internal use single user; or 

R1 140 (incl VAT) for 3 CRMPs for an internal use single user. 

The Management Plans increase in price if you add more users (5, 

10, 20 and 50 user options are available), with users referring to 

the number of persons in your firm that will make use of the plans, as 

well as the number of clients for whom a Management Plan exercise 

is done (the Plans exist as a website solution).

Non-members will not be able to get single-user licences, will need 

to pay the additional subscription fee to access www.gazette.co.za 

and will be charged normal rates (which are double those offered 

to members).

For more information, or for purchase, please contact the Compliance 

Institute via e-mail info@compliancesa.com, at their offices on 011 

642 7974, or via their website at www.compliancesa.com. Please 

ensure that you quote your SAIPA membership at all times.

RISK MANAGEMENT 
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TRANSPARENCY

A professional accountant’s responsibility is not exclusively 

to satisfy the needs of an individual client or employer but 

to act in the public interest. Thus the responsibility of the 

professional accountant is to ensure that the financial statements 

presents information that is relevant, reliable and useful to a wide 

range of users who are do not in a position to demand reports 

tailored to meet their particular information needs. 

The Code establishes minimum ethical requirements for 

professional accountants. If a member body or firm is prohibited 

from complying with certain parts of this Code by law or 

regulation of the country, they should comply with all other parts 

of this Code. However, if the laws and regulation of the country 

differ from this Code, the professional accountants shall comply 

with the more stringent requirements and guidelines.

Fundamental principles

The fundamental principles of the Code include the following:

a. Integrity: a professional accountant shall be honest and base 

decisions on the facts available in all professional and business 

relationships. The integrity of the professional accountant is 

underpinned by his/her responsible to serve the public interest 

- dealing with fairness and truthfulness.  

b. Objectivity: a professional accountant shall be unbiased and 

not allow conflict of interest or undue influence of other override 

his/her professional or business judgement. The objectivity of 

the professional accountant reflects his/her level of integrity in 

that the decisions made are based on the fact irrespective to the 

effect on his/her personal interest of business relationship.

Accounting Ethics - 
Fundamental Principles

This article focuses on the fundamental principles governing the professional 
conduct and ethics for professional accountants as outlined in the Code of 
Ethics for Professional Accountants [Code].

Aneesa Cassim Ahmed, SAIPA Compliance Officer
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c. Professional competence and due care: a professional 

accountant has a responsibility to maintain professional 

knowledge and skills at the level required to ensure that a 

client receives the best professional service based on current 

development in the profession, legislation and techniques 

– through continuous professional development [CPD].  

Furthermore a professional account shall act diligently, 

performing to the best of his/her abilities and by applying 

his/her mind to the situation at all times, in accordance with 

the technical and professional standards.

d. Confidentiality: a professional accountant shall respect the 

confidentiality of information obtained while rendering the 

professional or business services and shall not disclose any 

suchinformation to third parties without proper and specific 

authorization to do so. However, in certain cases such as fraud, 

a professional accountant may be required to disclose such 

information if there is a legal or professional right or duty to do so.  

Furthermore, confidentiality of information is closely associated 

with the integrity of the professional accountant, in that, the 

professional accountant shall not use confidential information 

acquired while rendering the professional services for personal 

advantage or that of third parties.

e. Professional behaviour: a professional accountant shall comply 

with the relevant laws and regulations and should avoid any 

actions that may discredit the profession.This includes actions 

which a reasonable and informed third party, having knowledge 

of all relevant information, would conclude negatively affects the 

good reputation of the profession.

In conclusion, the Code of Ethics for Professional Accountants places 

greater emphasis on the manner in which the professional accountants 

conduct themselves in their professional and business relationships 

with clients and employers while fulfilling their ultimate responsibility 

of serving the interest of the public.  To adhere to the Code the 

professional accountant shall:

• Be conversant with the regulations governing the profession;

• Be updated and skilled with the latest developments in the 

profession about regulations, developments in the profession and 

current techniques applicable in the profession;

• Be aware of the conservation of the statutory laws and regulations 

governing the profession and industries of the clients to whom 

professional services are rendered;

• Understand the confidentiality of client-professional accountant 

relationship, including the professional and legal responsibilities 

when confidential information obtained through a professional or 

business relationship may be disclosed;

• Be aware of the responsibility of rendering professional services, 

whether directly or through a third party, diligently with due 

professional care; and

• Be aware the acts that may bring discredit to the profession.

[Reference: Code of Ethics for Professional Accountants]

A professional accountant 

shall be unbiased and not 

allow conflict of interest or 

undue influence of other 

override his/her professional 

or business judgement. 
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Accounting Ethics - 
Threats and Safeguards
Dr Rashied Small, SAIPA

The Professional Accountant does not have to follow the 

Code of Ethics for Professional Accountants rigidly, blindly or 

merely because the rules are there. However, the professional 

accountant has a responsibility to identify, evaluate and address 

the threats to compliance with the fundamental principles of the 

Code. If the threats identified are considered to be significant, a 

professional accountant shall, where appropriate, apply measures 

and safeguards to eliminate or reduce them to an acceptable level 

which will not comprise compliance with the fundamental principles 

of the Code.   

Type of threats to compliance to the fundamental 

principles of the Code

The threats to compliance of the fundamental principles of the Code 

can be broadly categorised into the following:

a. Self-interest threats, which may occur as a result of the financial 

or other interests of a professional accountant or of an immediate 

or close family member. This threat arises as the professional 

accountant may have a conflict of interest resulting from his/her 

equity or debt interest in a client, or the dependency on the fees 

received from the client [fee represents a large proportion of the 

professional accountant’s total income], or the close business 

relationship that exist between the professional accountant 

and the client and/or its senior management [related party 

transactions]. The effect of a self-interest threat may obscure the 

professional accountant’s judgement and objectivity.

b. Self-review threats, which may occur when a previous 

judgment needs to be re-evaluated by the professional 

accountant responsible for that judgment. This threat arises as 

the professional accountant may be bias and pre-judicial in 

his/her review – review decisions may be slanted to protect 

his/her professional status and/or competence. The situations 

which give rise to the threats are those in which the professional 

accountant finds him/herself in a compromising position through 

review work which he/she performed. Highlighting errors or 

raising different opinions on work previously performed may 

reflect badly on the professional competence and integrity of 

the professional accountant – ‘what objective conclusion can 

be obtained if one reviews his/her own work’.

c. Advocacy threats, which may occur when a professional 

accountant promotes a position or opinion to the point that 

subsequent, compromises the objectivity of the professional 

account. This threat arises when the professional accountant 

promotes or defends the business of the client to such an 

CPD45 mins
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extent where he/she is seen as part of the client’s business – 

independence of the Professional Accountant is compromised.  

d. Familiarity threats, which may occur when, because of a 

close relationship, a Professional Accountant becomes too 

sympathetic to the interests of others. This threat, whether real 

or perceived by the public, arises as a result of the personal, 

family or business relationship with the client which results in 

the Professional Accountant making judgement which favours 

the client – the relationship exert significant influence over 

the manner in which the professional account conduction 

the professional service. This also includes accepting gifts 

or preferential treatment from a client, unless the value 

is clearly insignificant – perceived as being rewarded 

for doing a favour which compromises the Professional 

Accountant integrity.

e. Intimidation threats, which may occur when a Professional 

Accountant may be deterred from acting objectively by threats, 

actual or perceived. This threat arises as a result of the significant 

influence the client exerts over the Professional Accountant, 

especially in terms of dependency on the fee income, or 

knowledge of unprofessional and/or unethical behaviour, or 

interference with the scope of work.

Safeguards to threats to compliance to the fundamental 

principles of the Code

The safeguards a Professional Accountant may implement to 

eliminate or reduce such threats to an acceptable level fall into two 

broad categories:

(a)  Safeguards created by the profession, legislation or regulation.

These safeguards place the responsibility on the profession to 

establish entities to develop, monitor and evaluate the professional 

competence of the Professional Accountant, and include amongst 

others the following; 

• Establishing minimum requirements for the development 

of professional competence through educational, training 

and experience within the profession including continuing 

professional development;

• Establishing good corporate governance regulations;

• Establishing professional or regulatory monitoring and 

disciplinary procedures to ensure compliance to the professional 

standards; and

• Establishing external review by a legally empowered third party 

of the reports, returns, communications or information produced 

by a Professional Accountant.

(b)  Safeguards in the work environment.

In the work environment, the significance of the threats will be 

affected by the nature of the professional service rendered and the 

structure of the firm. When assessing the significance of the threat 

and the safeguards to be implemented, a Professional Accountant 

in public practice shall consider what a reasonable and informed 

third party, having knowledge of all relevant information, including 

the significance of the threat and the safeguards applied, would 

reasonably conclude to be acceptable.

Firm-wide safeguards against the threats to compliance with 

fundamental principles of the Code in the work environment 

may include:

• The importance the leadership of the firm places on compliancewith 

the fundamental principles and ensuring that its staff conduct their 

professional service to serve the public interest;

• The firm shall establish policies and procedures regarding 

compliance to the fundamental principles [identifying and 

evaluating threats and implanting safeguards to eliminate 

and reduce the threats], including quality control assurance 

of engagements;

• The firm shall establish policies regarding the identification 

and evaluation of threats to independence with respect to its 

professional and business relationships with its clients;

• The firm shall establish separate reporting and functional division 

for services which may result in a conflict of interest or violation 

of the fundamental principles of the Code;

• The firm shall establish regular procedures for peer and 

independent reviews of professional services performed;

• The firm shall establish employ competent staff and implement 

appropriate training and education on such policies andprocedures;

• The firm shall establish a disciplinary mechanism to promote 

compliance with policies and procedures;

Advocacy threats, which may 

occur when a professional 

accountant promotes a 

position or opinion to the 

point that subsequent, 

compromises the objectivity 

of the professional account.
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• The firm shall discuss ethical issues with those charged with 

governance of the client.

Depending on the nature of the engagement, a Professional 

Accountant in public practice may also be able to rely on safeguards 

that the client has implemented. However, it is not possible to rely 

solely on such safeguardsto reduce threats to an acceptable level. 

The safeguards within the client’s systems and procedures that may 

eliminate or reduce the threats to compliance with the fundamental 

principles of the Code may include:

• The client appoints a firm in public practice to perform an 

engagement shall be approved by persons or a committee, 

such as the audit comment, other than management;

• The client has competent employees with experience and 

seniority to make managerial decisions; 

• The client has a corporate governance structure that provides appropriate 

oversight and communications regarding the firm’s services.

In conclusion, a Professional Accountant has the responsibility to 

identify and evaluate threats to compliance with the fundamental 

principles of the Code of Ethics for Professional Accountants, and 

implementing safeguards to eliminate or reduce the threats identified 

to an acceptable level. A Professional Accountant shall not apply the 

provisions of the Code blindly, but shall assess each situation based 

on the facts and make judgement that an independent prudent third 

party, having knowledge of all information and the significance of 

the threat, would have made.

The major threats to compliance of the Code stem from the personal, 

professional business relationships that the Professional Accountant 

has with the client or members of management that exert influence 

over the manner in which the professional services are conducted. 

These threats arise from situations such as the conflict of interest, 

independence and the objectivity with which the professional 

services are conducted.

A Professional Accountant of a firm in public practice may implement 

safeguards to eliminate and reduce the threat to compliance with 

the fundamental principles of the Code by ensuring that its staff are 

professional competent to render the services and are aware of 

the fundamental principles that should be compliance with when 

conducting professional services. A firm in public practice shall 

implement policies and procedures that will ensure compliance with 

the fundamental principles of the Code as well as procedures for 

identifying and evaluating threat to the fundamental principles.

[Reference: Code of Ethics for Professional Accountants]
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PAIA UPDATE

Every private and public body is required to draft and make 

available, an information manual as prescribed in terms 

of the Promotion of Access to Information Act (‘PAIA’).  All 

private bodies (other than public companies) were given until an 

extension for the submission and publication of manuals until 31 

December 2005.

A private body means-

• A natural person who carries on any trade, business or 

profession but only in such capacity;

• A partnership which carries or has carried on any trade, 

business or profession; or

•  Any former or existing juristic person (excluding a public body).

A further extension was given for certain private bodies. Some 

confusion was created by the extension for submitting the manual 

as the notice of the extension was referred to as an exemption. But 

the exemption was for a limited time only, therefore providing an 

extension of time to comply.

The five year extension, which expires 31 December 2011, was 

only available to certain private bodies, which generally would be 

a close corporation, partnership, sole proprietor, or private company 

(not public company) which has an annual turnover that does not 

exceed the values per the table below, and not more than 50 

employees in their employment.

Sector                                                     Annual turnover

Agriculture                                                               R2 million

Mining and Quarrying                                               R7 million

Manufacturing                                                          R10 million

Electricity, Gas and Water                                        R10 million

Construction                                                             R5 million

Retail and Motor Trade and Repair Services                 R15 million

Wholesale Trade, Commercial Agents 

and Allied Services                                                  R25 million

Catering, Accommodation and Other Trade                   R5 million

Transport Storage and Communications                       R10 million

Finance and Business Services                                   R10 million

Community, Special and Personal Services                     R5 million

Regulation 14 prescribes that the head of a private body must 

immediately after the manual has been complied in terms of section 

51(1) of PAIA, or updated in terms of section 51(2) of PAIA-

•  Make available a copy to the Human Rights Commission, and 

to the controlling body of which it is a member (if applicable);

•  Publish the manual in the Government Gazette; and

•  If possible, make it available on the body’s website.

Cut-off date for 
submission of manual
SAIPA Tax Committee
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Na ‘n jarelange stryd teen ‘n uiters rare vorm 

van pankreatiese kanker, wat onder andere ‘n 

leweroorplanting ingesluit het, het die man wat in weinig 

meer as ‘n dekade ‘n sterwende maatskappy, Apple, tot die mees 

waardevolle maatskappy in die wêreld omtower het, met groot 

waardigheid gesterf. Sy besluit, enkele weke voor sy dood, om 

die Apple leisels aan Tim Cook te oorhandig, het skokgolwe deur 

die beleggerswêreld gestuur en doemprofete gemotiveer om die 

doodsklokke oor Apple se toekoms te begin lui. Andere het egter 

verkies om te besin oor sy nalatenskap as die wêreld se onbetwiste 

en mees invloedryke sakeleier. Apple aanhangers en kritici het na hul 

iPhones, iPads en rekenaars gegryp om sy onmiskenbare prestasies 

te besing en op sy persoonlike gebreke te wys. In Cupertino waar 

Apple se hoofkantoor gestel is, by sy woning en by die honderde 

Apple winkels oor die wêreld het bewonderaars met blomme en 

boodskappe van verwondering hul laaste eerbetoon bewys.

Ten spyte daarvan dat hy by geboorte deur sy biologiese ouers 

verwerp is, as seun nie aanvaarbaar was vir sy aangewese 

aannemingsouers nie - hulle het ‘n dogter begeer - en uiteindelik 

deur ouers aangeneem is wat nie voldoen het aan sy biologiese 

moeder se vereiste dat hul beide oor tersiêre kwalifikasies beskik nie, 

het hy hierdie reeks verwerpings verwerk en sy entrepreneursdroom 

verwesenlik.  

Student in die eng sin van die woord was hy bepaald nie, soos 

al te duidelik blyk uit sy besluit om na slegs een jaar van formele 

tersiêre studie die handdoek in te gooi en vanaf sy tweede jaar soos 

‘n doellose trekvoël tussen kursusse te swerf wat sy kreatiwiteitsin 

geprikkel het. Alhoewel hy oënskynlik sinnelose kursusse in kalligrafie 

bygewoon het, was dit juis hierdie kursusse wat later neerslag sou 

vind in die revolusionêre Apple persoonlike rekenaar. Jare later, in 

‘n toespraak by Stanford Universiteit, het hy hieraan sin gegee deur 

daarop te wys dat dit nie moontlik is om die oënskynlik sinnelose 

kolletjies op ons lewenskaarte te verbind wanneer ons terug kyk. 

Van meet af aan het hy teen die oorwegend konvergente en 

reproduktiewe denke gerebeleer wat universiteitstudie gekenmerk 

het, en in alle fasette van sy lewe die grense van heersende 

norms, gebruike, kennis, insigte tot die uiterste getoets.  Soos dit ‘n 

entrepreneur betaam, het hy deur ‘n divergente lens na die wêreld 

gekyk en geleenthede raakgesien wat andere of nie kon sien nie of 

nie die moed en deursettingsvermoë gehad het om te ontgun nie. 

Met groot hardkoppigheid het hy bly najaag wat andere as gekheid 

Prof David Venter

‘n Sake-ikoon 
neem afskeid
Die nalatenskap van Steve Jobs

PERSPEKTIEF VAN BUITE
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afgemaak het. In sy ouers se motorhuis het hy en Steve Wozniak, sy 

sielsgenoot, met al wat elektronika was eksperimenteer en sodoende 

die geheimenisse vir die bou van ‘n persoonlike rekenaar ontrafel. 

Alhoewel hul prestasie afgemaak is as ‘n sinnelose produk met ‘n 

uiters beperkte mark, het dit geblyk ‘n aardskuddende omwenteling 

in kennisverwerking en –verspreiding te ontketen; ‘n omwenteling 

gelykstaande aan die koms van die motor. Rekenaars was nie 

langer peperduur, mistieke en logge stukke toerusting wat groot en 

lugversorgde ruimtes beslaan het nie, maar was toeganklik vir jan 

alleman. Tesame met die Internet het hulle uitvinding die weg gebaan 

vir ‘n reuse inligtings- en kennisontploffing en die outomatisering en 

optimalisering van vele take wat vroer moeisaam met die hand 

uitgevoer moes word. Ons trefkrag as individu, ongeag die industrie 

of bedryf waarin ons betrokke is, is veelvoudig vermenigvuldig. Die 

wyse waarop die sake- en bedryfslewe funksioneer – vervaardiging, 

kleinhandel, media, geneeskunde, onderwys, vervoer, kommunikasie 

en ander - is radikaal verander. 

Die bou van ‘n persoonlike rekenaar was die eerste tree op ‘n 

glorieryke uitvindingsweg wat produkte lewer wat verbruikers 

verstom en hulle spontaan na hul beursies laat gryp. Deur verder 

die halfgebakte idees wat andere gegenereer het, maar nie in staat 

was om tot uitvoer te bring nie, te ontsluit en met hul eie insigte 

te integreer, het Jobs en Wozniak daarin geslaag om die Apple 

Macintosh, die eerste rekenaar met ‘n grafiese koppelvlak, muis 

en bedryfstel te skep en sodoende die breë publiek toegang tot 

‘n verbruikervriendelike rekenaar te gee. Ongelukkig is hierdie 

deurbrake nie gerugsteen deur ‘n behoorlike sakestrategie nie, wat 

daartoe gelei het dat Apple in moeilike vaarwaters beland het en 

kort duskant bankrotskap gaan draai het. Dit was eers nadat Jobs, 

wat tevore uitgeskop is, in 1997 na Apple terugkeer het dat sake 

‘n reuse ommekeer gemaak het. Daar was een deurbraak na die 

ander – die iMac met sy Internet fokus; die iPod Classic, Nano, 

Shuffle en Touch; revolusionêre bedryfstelsels: Tiger, Leopard, Snow 

Leopard en Lion; die Mac Pro; die MacBook Pro; die iTunes aanlyn 

musiekwinkel, die IOS bedryfstelsel vir mobiele telefone en tablette; 

die iPhone; sogenaamde “apps” om soomlose aanlyn toegang tot 

sagteware en applikasies te vergemaklik; die uiters dun en besonder 

lig Mac Book Air met ‘flash’ geheue en geen optiese skyf nie; die 

iPad tablet; iCloud vir die stoor van inligting in die ‘cloud’ en Siri 

die intelligente stem-aktiveringstelsel. Met die skep van hierdie 

geïntegreerde ekosisteem waar alle Apple produkte soomloos kan 

saamwerk, het Apple ‘n ongekende vlak van verbruikerstevredenheid 

en  -lojaliteit verseker. Binne die bestek van slegs 14 jaar het Jobs ‘n 

maatskappy met ‘n markkapitalisasie van $350 miljard gebou wat 

vandag naas Exxon Mobil die mees waardevolle maatskappy in die 

wêreld is en oor kontantreserwes van $85 miljard beskik. Vandag 

verdwerg Apple eertydse reuse in die tegnologiewêreld indien 

markkapitalisasie as maatstaf gebruik word – HP ($47 Miljard), 

Microsoft ($213 miljard), Dell (26 Miljard), RIM ($10 miljard), 

Google ($193 miljard) en Nokia ($24 miljard).   

Vermelde sukses wek uiteraard die vraag waarom Jobs ten spyte van sy 

jarelange stryd teen kanker sy tydgenote dermate die loef kon afsteek. 

Indien hy aan leierskapsmaatstawwe gemeet word wat algemeen 

gebruik word, vaar hy hoegenaamd nie goed nie. Maar hierin lê 

miskien juis die antwoord. Het hy nie miskien uitsonderlik presteer 

omdat hy die grense van die algemeen aanvaarde leierskapsprofiel 

oorskry het nie? Was die feit dat hy ‘n ware Beyonder is - iemand met 

die waagmoed om konsekwent die status quo uit te daag -  nie die 

hoofrede waarom hy buitengewoon suksesvol was nie. As mede-outeur 

van ‘n hoogs suksesvolle boek oor hierdie onderwerk – Beyondership. 

Transcending Average Leadership, Lannoo 2011 - is ek oortuig dat 

ons al te dikwels mistas wanneer ons leierskap beoordeel. Na ons 

mening behoort Jobs geoordeel te word aan ‘n konstellasie van sewe 

eienskappe wat op ‘n hoogs geïntegreerde wyse saamwerk om 

uitsonderlike leierskap te verseker.  

• ‘n Diepgewortele visie: Toe andere nog bly konsentreer het 

op hardeware en sagteware as afsonderlike terreine, het hy 

‘n geïntegreerde ekosisteem begin ontwerp waar harde- en 

sagteware soomloos sou saamwerk om kommervrye mobiele 

toegang tot musiek, beeldmateriaal en inligting te bied.  

Hierdeur het dit ‘n innoverende koppelvlak tussen tegnologie 

en die kunste geskep en die weg gebaan vir die elektroniese 

revolusie wat sou volg. Die velle kritiek wat hy dikwels moes 

verduur vir die uitermate hoë eise waaraan hy sy personeel 

onderwerp het, moet gesien word binne die konteks dat hy selfs 

Hy het positiewe energie 
uitgestraal; energie wat 

die boodskap uitgedra het 
dat hy en sy span saam ‘n 
positiewe verskil kan maak. 

Deur sy onwrikbare geloof dat 
Apple ‘n verskil in die wêreld 
kan maak, het hy ‘n hoogs 
uitdagende klimaat geskep 

waarbinne alle medewerkers 
optimaal kon funksioneer.

PERSPEKTIEF VAN BUITE
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hoër eise aan homself gestel het. Grof en kru was hy bepaald 

by geleentheid, maar sy personeel het immers altyd geweet 

waar hul met hom staan en het, soos duidelik uit ‘n onlangse 

peiling blyk, groot respek vir hom as leier, denker, skepper, 

bemarker en omgewingsbewuste gehad. Hy het by vele 

geleenthede erkenning gegee aan die feit dat Apple se sukses 

hoofsaaklik aan uitmuntende spanwerk  en ‘n hoogs lojale en 

getroue span te danke was.

• Hy het positiewe energie uitgestraal; energie wat die boodskap 

uitgedra het dat hy en sy span saam ‘n positiewe verskil kan 

maak. Deur sy onwrikbare geloof dat Apple ‘n verskil in die 

wêreld kan maak, het hy ‘n hoogs uitdagende klimaat geskep 

waarbinne alle medewerkers optimaal kon funksioneer.

• Hy het groen spruite herken en geïnspireer om te ontluik. Hy het 

sy medewerkers deurlopend uigedaag om hulle nie slaafs aan 

die status quo te onderwerp nie, maar deurlopend daarna te 

streef om hulself en Apple opnuut te herskep deur denkopenheid 

te handhaaf. Mede werkers is ontmoedig om tevrede te wees 

met die eerste idee wat voordoen nie, maar eerder te aspireer 

na denke en idees wat werklik ‘n verskil kan maak. Hy het 

konstruktiewe ontevredenheid geskep wat daartoe gelei het dat 

daar ‘n voortdurende proses van groei binne Apple se geledere 

was. Deur uitmuntenheid te tipeer as ‘n teiken wat voortdurend 

verander, het hy verseker dat daar ‘n onophoudelike strewe na 

die verwesentliking daarvan was.

• Hy het die moed gehad om ‘n minderheid van een te wees. 

Jobs het deurgans hierdie beginsel uitgeleef en as ‘n ware 

navolgenswaardige rolmodel vir sy medewerkers gedien. Van 

die vele voorbeelde wat aangehaal kan word, is die mees 

resente sy beluit om nie Adobe se multimedia sagteware, Flash 
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op die iPhone of iPad toe te laat nie, maar eerder te kies vir ‘n 

relatief nuwe benadering, HTML 5. In vaktydskrifte is sy besluit 

erg gekritiseer en maatskappye wat tot die tabletmark wou 

toetree, het met groot fanfare gewag gemaak van die feit dat 

hulle tablette Flash ondersteun. Strydig met die voorspellings 

van doemprofete het die iPad se markaandeel bly groei en 

het mededingers een na die ander die handdoek ingegooi. 

Onlangs het die skepper van Flash, Adobe ook die stryd 

gewonne gegee. Tereg het Anais Nin by geleentheid geskryf, 

“Life shrinks in proportion to one’s courage”.

• Deur sy passie en uitsonderlike dissipline het hy vloei 

aangemoedig. Hy het geweet dat slegs wanneer persone ten 

volle betrokke is by skeppende aktiwiteite, hulle vervulling, 

geluk, opwinding en ‘n gevoel van genoegdoening en welsyn 

sal ervaar. Uit sy persoonlike ervaring het hy geweet dat slegs 

persone wat in ‘n staat van vloei verkeer hul ten volle in hul taak 

kan begeef en op ‘n hoë vlak presteer sonder om beperkende 

stres te ervaar. Deur persone met uitsonderlike  potensiaal aan 

te stel en hul aan buitengewone uitdagings bloot te stel, het hy 

verseker dat hulle vloei ervaar en dat hulle gevolglik geensins 

aan die moontlikheid van negatiewe uitkomste gedink het 

nie. Jobs het op die vlerke van sy sterktes gevlieg en andere 

bemagtig om op die vlerke van hulle sterktes te vlieg.

• Hy was bewus van die dans van sy skaduwee. Alhoewel daar 

die is wat hierdie as ‘n swakheid in sy leierskapsmondering sou 

aandui, is daar tog genoegsame bewys dat hy nie ongevoelig 

gestaan het teenoor gevolge van sy besluite nie. Waarom 

anders sou Apple soveel miljoene getroue volgelinge hê, en Jobs 

ikoonstatus in sy relatief kort lewe verwerf het? Sy nalatenskap is 

die beter toekoms wat hy onbetwisbaar nagelaat het.  

• Dat hy tot op sy sterfbed ‘n ware Beyonder was, blyk uit wat 

sy suster by sy gedenkdiens vertel het. Sy het meegedeel dat 

hy in die laaste oomblikke van sy lewe sy oë oopgemaak het, 

oor die teenwoordiges om sy bed gekyk het en drie keer die 

woorde Oh Wow, Oh Wow, Oh Wow geuiter het voor hy 

gesterf het. Sy het haar ervaring so beskryf: “As he was dying, 

he seemed to be climbing”.

Deur sy passie en 
uitsonderlike dissipline het hy 
vloei aangemoedig. Hy het 
geweet dat slegs wanneer 
persone ten volle betrokke 
is by skeppende aktiwiteite, 

hulle vervulling, geluk, 
opwinding en ‘n gevoel van 
genoegdoening en welsyn 

sal ervaar. 
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Work addiction is serious
Piet Naude, Deputy Vice-Chancellor: Academic Affairs, Nelson Mandela Metropolitan University and Business LIVE columnist

That is why Karl Marx was so critical of early industrial 

capitalism: Workers work on an assembly line and do not 

own the means of production. But more - they are alienated 

from the product as they play a small part in its manufacturing without 

ever feeling attached to the final product. This leads to monotony and 

loss of objective meaning. 

The subjective meaning of work relates to the inner satisfaction of 

being able to work. In SA this is indeed a great privilege. We know 

the unemployment figures are sky-high. That is why the loss of a job 

is much more than the loss of income. In a society driven chiefly 

by material values and the prestige associated with power, job loss 

constitutes a serious personal loss of status and meaning. 

The problem arises when you derive meaning chiefly and only from 

work: You focus so exclusively on work and work-related matters that 

it starts to occupy your whole life and all your available time. There is 

thus no space to practise other meaning-creating activities: no sport 

LIFESTYLE

Industrial psychologists tell us that work has both an objective and a subjective 
meaning. The first relates to the visible and invisible outputs arising from your 
work; you derive pleasure and pride from a completed task, product or project. 
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Work addiction is serious

LIFESTYLE

(except to energise for work again); no hobby (this is a waste of time 

and will get a chance ‘one day’); no friends (except those required 

for a business network). 

Because you spend enormous physical and emotional energy at 

work, you return home empty-hearted. Those closest to you - your 

spouse and your children who did not ask to be born - are footnotes 

in the big story of your life and career. Women are particularly 

vulnerable as they live in the constant tension of social expectations 

and fighting the glass ceiling in a man’s world. Men are increasingly 

suffering, too, as new expectations and role confusion set in. 

The relational price for advancement and success are very, very high 

and you only pay that after the fact. 

The addiction to work has the same structure as any other addiction. 

You cannot do without the substance - your Blackberry is always 

on and you feel anxiety if you are not ‘in touch’ or busy with work-

related matters. Check the anxious people on the airport buses. 

Increasingly your conversations become work-only matters. You are 

so obsessed that you do not even realise how boring and one-track-

minded you are. You feel smart and you think you impress others but, 

in fact, you are socially quite stupid. 

What is more: If you are ‘off duty’, you do not enjoy it. First, 

because no other activity - no matter how good in itself - provides 

meaning to you. Good things that other people enjoy make no 

sense to you. Deep inside you detest them ‘for doing nothing’ and 

for ‘not being focused’. 

Secondly, you cannot enjoy free time because you are filled with 

feelings of guilt and remorse that you do not work. Even if you do 

not really have to work, you think of a reason to create work. Are 

you not an over-achiever compared to others who do just what is 

expected of them? 

As with all addiction, denial is the name of the game. When your 

wife or children or good friends warn and plead with you to restore 

and keep up healthy relations, you flatly deny that you work too 

hard. There is always a rationalisation: “I just got promotion and 

need to settle in. This big project is going to make or break us.” And 

so forth. There is always a good reason. 

The biggest and best rationalisation is to mask the deep selfish nature 

of your lifestyle by presenting what you do as if it were for others. “I 

do it for you to go to private schools,” you tell the children. “I do it 

for us to have a good standard of living and pension,” you tell your 

wife. But in the meantime life and its most significant moments silently 

and surely pass you by. 

Like all addiction this is also a road to physical self-destruction. Your 

GP warns you to slow down and not to ignore the vital signals. Your 

psychiatrist makes clear it is a life-style choice. But deep inside you 

are so far down the road that you consider a by-pass operation as 

an honour. You even open your shirt to show people the long cut, 

and you tell with glee that ‘I already walked about the ward on the 

third day’. 

At your funeral people praise you for your commitment and loyalty 

to the organisation. A month later, no one even mentions your name. 

Life - so that was it... 





31Professional Accountant

IFAC

The International Federation of Accountants (IFAC), the global 

organization for the accountancy profession with members 

and associates in 127 countries, announced at the IFAC 

Council meeting in Berlin, Germany, that four new associates were 

admitted to the organization: Chamber of Professional Accountants 

of the Republic of Kazakhstan (Kazakhstan), Institute of Certified 

Accountants of Montenegro (Montenegro), Instituto Salvadoreño 

de Contadores Públicos (El Salvador), and Ordre des Experts-

Comptables et Comptables Agréés du Bénin (Benin). One existing 

associate was admitted to the organization as a member: Institute 

of Financial Accountants (United Kingdom). With the admission of 

these new associates and move of an associate to a member—

along with the merger of two Danish professional accountancy 

organizations, which took place in May 2011—IFAC now has 

167 members and associates in 127 countries.

IFAC welcomes 
new members 
and associates

The International Federation of Accountants (IFAC), the 

global organization for the accountancy profession 

with members and associates in 127 countries, today 

announced at the IFAC Council meeting in Berlin, Germany, 

that five new members have been appointed to the IFAC 

Board:  Ms. Rachel Grimes, Mr. Ahmadi Hadibroto, Mr. 

Ganapathy Ramaswamy, Mr. Makoto Shinohara, and Mr. 

Masum Turker. The IFAC Council also re-elected Mr. Steven 

Vieweg for a second term of service. 

 

These appointments bring additional diversity and 

balance with respect to gender, geographical region, and 

professional experience. 

IFAC Board Members 
November 2011-
November 2012:
Göran Tidström (President)

Warren Allen (Deputy President)

Jelil Bouraoui, Tunisia

Ramon Casals, Spain

Kevin Dancey, Canada

Ingrid Doerga, Netherlands

Ana Maria Elorrieta, Brazil

Rachel Grimes*, Australia

Ahmadi Hadibroto*, Indonesia

Robert Harris, United States

Robert Hodgkinson, United Kingdom

Japheth Katto, Uganda

Olivia Kirtley, United States

Norbert Pfitzer, Germany

Jacques Potdevin, France

Ganapathy Ramaswamy*, India

Marta Rejman, United Kingdom

Roberto Resa, Mexico

Makoto Shinohara*, Japan

Masum Turker*, Turkey

Steven Vieweg**, Canada

Zhiguo Yang, China

* New IFAC Board members as of November 2011

** IFAC Board member reappointed for a second term in 

November 2011

IFAC announces 
New Board 
Members 
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Saleem Kharwa, a Durban-based 
accounting professional, has 
been elected deputy chair of the 

prestigious International Accounting 
Education Standards Board (IAESB) 
an independent standards setting 
body of the International Federation 
of Accountants (IFAC) . He begins his 
new job on 1 January 2012.
The confirmation of his appointment  
was made public in October an 
IAESB outreach programme hosted 

by the South African Institute of Chartered Accountants and the 
South African Institute of Professional Accountants at the Spier 
Wine Estate, near Stellenbosch.
Mark Alison, the current chair of the IAESB, said: “We’re very 
fortunate to have Kharwa on board. His presence will further 
strengthen South African involvement in our body.”

Alison said that the IAESB had 17 other volunteer members 
from other accounting bodies throughout the world, and from 
accounting firms and universities.
“We also have public interest members. The IAESB’s 18 members 
and their advisors meet to work on these education standards 
and to revise and redraft them, so as to keep them common and 
current, and at a level that all accountancy bodies in the world 
are able to follow.
“Our job is to keep these standards up to date. As soon as we 
issue a new standard, all these accountancy bodies from around 
the world are required to show that they meet that standard.”
Kharwa’s election to his new post will enable him to join an IAESB 
team currently re-examining its fundamental principles contained 
in its framework document.
Saleem Kharwa holds two Masters’ degrees, and is the Deputy 
Dean of the Faculty of Accounting and Informatics at the Durban 
University of Technology.

T hree talented university students were honoured at a gala 
dinner on Tuesday, 25 October 2011 for their exceptional, 
prize-winning thesis submissions in leading legal practice, 

Norton Rose South Africa’s fifth annual Tax Thesis Competition 
2011. Submissions this year focused on dividends, the 
environment, trusts and the concept of permanent establishment, 
among others.
The winner in the Doctoral category was Elzette Muller of the 
University of Pretoria for her thesis titled “A framework for wealth 
transfer taxation in South Africa”. The author makes the case for a 
wealth transfer tax to replace the current three-pronged donations 
tax, capital gains tax and estate duty regime. At a time when 
some commentators are calling for the abolition of estate duty, 
this work makes a significant and not uncontroversial contribution 
to the debate.
In the Masters category the winner was Rozelle Van Schaik of the 
University of Stellenbosch for her thesis titled “A critical analysis 
of the concepts of permanent establishment and foreign business 

South African elected to 
top post in International 
Accounting Body

South Africa’s Top Tax Students 
scoop major awards

NEWS & VIEWS

Elzette Muller, Doctoral winner
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NEWS & VIEWS
establishment”. This concept has bedevilled tax advisers and 
writers on international tax law, not least because the South African 
authorities tend to interpret it differently from the rest of the world.
The Honours category winner was Jessica van Aarle of the 
University of the Witwatersrand for her thesis titled “How can 
taxes be used to reinforce environmental policies in South Africa”.  
The author considers the present tax incentives in this very topical 
subject and makes some interesting suggestions for making them 
more effective.
The awards were made at a gala event in Johannesburg to which 
many of the country’s most notable tax experts were invited. Keith 
Engel, Chief Director of Legal Tax Design of the Department 
of National Treasury gave the main address on the 2011 tax 
amendment and the way forward for South Africa.
Judging was undertaken by a team of tax experts at Norton Rose 
South Africa and co-sponsor, South African Institute of Professional 
Accountants (SAIPA) with the final adjudication of the shortlisted 
candidates examined by Advocate Julia Boltar. Advocate Boltar 
was full of praise for the winners and the other finalists, who 
were Ruan Gertenbach and Susan Flack, both of the University of 
Kwa-Zulu Natal, in the Honours category, and Evadne Bronkhorst 
of the University of Potchefstroom and Ross Robertson of the 
University of Cape Town in the Masters category.
The winners and their supervising academic departments each 
received an award of R11 000, respectively. 

S outh Africa’s shortage of accountants is acknowledged 
to be a drag on economic development—but less well 
appreciated is the need for those entering the profession 

to be work ready. The South African Institute of Professional 
Accountants (SAIPA) has teamed with the University of 
Johannesburg to remedy that situation. 
“A lack of work experience and soft skills often stand in the 
way of getting employment for thousands of graduates,” says 
Xolela Sohuma, Growth & Transformation Officer, SAIPA. “As an 
organisation, we are passionate about growing the profession, 
so we were delighted to work with the University of Johannesburg 
to solve this problem.”
Named Project Infinity, the initiative is aimed at final-year audit 
students in the Bachelor of Commerce degree. “It’s not enough to 
equip our students just with the theory,” says Rozanne Smith, who 
lectures auditing to final-year Bachelor of Commerce Accounting 
students. “We felt our students needed to be better prepared for 
the real work environment, which most of them will be entering 
next year.”

According to Smith, students need to be able to apply the theory 
they have been learning for three years in a commercial context—
and in a way that is consonant with the professional code of 
conduct enforced by SAIPA. To help students bridge this gap, the 
teaching staff came up with Project Infinity, a group assignment 
that would test their ability to provide a group of potential investors 
with a thorough business analysis of a fictitious company that they 
are considering buying. 
As in any real-life situation, the students had to produce a 
written report detailing the risk to the purchasers, plus the target 
company’s compliance with SAIPA’s code of ethics, legislation 
and general principles of good corporate governance and King 
III. The top five groups then had to present their reports verbally to 
the lecturers and representatives of the sponsors: SAIPA, Deloitte 
and the Institute of Internal Auditors. 
Smith says that the students found the project immensely valuable 
by showing how what they have been studying will work in the 
real world. Deloitte made the same point, saying that it needed 
graduates who knew how to apply theory. 

SAIPA Helps UJ Audit Students 
get ready for the world of work

Jessica van Aarle, Honours category winner

Rozelle Van Schaik, Masters category winner
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The tablet computer has become a very popular gadget. The 

reason for its popularity is due to its mobility and functionality. The 

smartphone in your pocket or handbag has paved the way by 

spoiling us with instant and continues access to our e-mail, social media 

feeds and networking sites. The smartphone, however, is not the most 

efficient tool to read and respond to the mass of e-mail we receive due 

to size and limited access to attachments. The tablet is a great tool for 

any Professional Accountant, director, or business owner.

The Asus Eee Pad Transformer provides a 10.1 inch multi-touch 

screen (1280-by-800-pixel IPS display and widescreen 16:10 

aspect ratio), with Nvidia 1GHz dual-core Tegra 2 platform and 

1GB of RAM, with Google’s Android 3.01 (Honeycomb) operation 

system to make it all work. The screen is made of scratch-resistant 

Gorilla Glass.

The Asus Eee Pad Transformer features 1.2 megapixel front-facing 

camera, 5.0 megapixel camera (720p video capture) rear-facing 

camera, 3.5mm audio jack (which doubles as a headphone output 

and a microphone input), a mini-HDMI port, microSD card slot, and 

integrated SRS Wow HD audio with support for virtual 5.1 surround 

sound. This device supports 1080p video playback. Unfortunately, 

the tablet has no LED flash for those low-light photo opportunities, 

and the image quality is nothing to write home about. The battery 

life is about 8.5 hours from a single charge. The keyboard add-on 

(sold separately) features additional battery, SD Card reader, and 

two USB ports. 

At first I questioned the need for a keyboard add-on as this was a 

tablet! But, once I started using the keyboard I felt at home writing 

letters and lengthy e-mail responses. The external keyboard with 

trackpad transforms the tablet into a netbook. This will undoubtedly 

ease the transition for people that find it difficult to take the leap from 

the traditional computer keyboard and notebook/netbook setup. 

With the keyboard attached, the device is still small and light enough 

to be a great travel companion, while the keyboard protects the 

tablet screen from damage.

The keyboard has an additional battery built in that extends the time 

you can spend away from a charger for up to 14.5 hours. This tablet 

and keyboard combo is a great option for the regular traveller. The 

one negative aspect is that the tablet only has Wi-Fi (802.11b/g/n) 

and Bluetooth 2.1 connectivity and not 3G, which has become an 

essential feature for any person that regularly spends time out of the 

office. However, a 3G model (sporting the Android 3.2 Honeycomb 

operation system, with a super slim profile of only 12.98mm thick 

in a frame that weighs only 695g) of this tablet will be available in 

South Africa this year still.

The Asus Eee Pad Transformer may not have the build-quality of the 

Blackberry Playbook or the refinement and good looks of the Apple 

iPad2, but does have an appealing niche with the keyboard add-on.

If you want to be the cool kid on the block, updating your Facebook 

profile while sipping your cappuccino at the local coffee shop – get 

an iPad2. If you want a business tool to use in the boardroom or 

meetings, and still have some fun while waiting on the airport for your 

delayed flight, get an Asus Eee Pad Transformer.

The Asus Eee Pad Transformer and keyboard add-on is available 

from selected Look & Listen stores and from www.lookandlisten.co.za

Expect to pay (inclusive of VAT) between R5 699 (16GB) and R6 

699 (32GB) for the Wi-Fi and 3G model, or between R4 299 

(16GB) and R5 299 (32GB) for the Wi-Fi only model. The add-on 

keyboard and extended battery sells for R1 599. 

 

TECH REVIEW

Asus Eee Pad Transformer
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INBOX 

Tax Inbox 

BUILDING ALLOWANCE
Q: May an individual taxpayer deduct the 2% building allowance from their rental income?

A: The building allowance is available only when a building or buildings in the Republic consisting of at least five residential 
units are erected.

VIOLATIONS OF INCOME TAX LAWS
Q: A client is requested to complete a `lifestyle questionnaire’. Personal particulars of family members, inventory of personal furniture, 

details of family members interest in trusts, companies. Etc., are requested. Is this in direct contravention of fair and just administrative 
of justice?

A: Section 74 of the Income Tax Act also applies and permits SARS to institute a `lifestyle audit’.  It is likely that the institution of 
questionnaire emanated from the Department of Justice. Generally, criminals have an unusually expensive lifestyle - they are seldom 
arrested for their criminal activities but frequently for their violations of income tax laws. It is by means of a `lifestyle audit’ that state 
attempts to fight crimes (including civil and commercial).

PRIMARY RESIDENCE IN A CC
Q:  I have a client that sold his primary residence, in 2010 tax year, which is in a CC purchased after 1 October 2001. All expenses and 

bond were paid by him. These were allocated to his loan account in the CC and the cost of the property. Thus, each year’s income 
statement showed NIL profit. RI is therefore also NIL. Is the capital profit subject to, besides CGT, STC as we wish to liquidate the CC as 
well? Is the capital gain, proceeds less cost plus expenses, capitalised over the years?

A: The capital profit is subject to GCT, which is the proceeds for less cost and less capitalised expenses.

TAXABLE SUPPLY OF SERVICES
Q: My Client has opened up a new gym. They want to know if they should be charging VAT. (Besides the obvious fact that one first 

needs to be first registered as a VAT vendor in order to charge VAT) So is there VAT on the gym fees, or is it exempt?

A: The taxable supply of services refers to the supply by a vendor in the course of furtherance of any enterprise carried on by him/her 
and includes the making available of any facility or advantage. The definition of supply is wide enough and includes professional 
services and the provisions of facilities by the gym. Gyms providing sporting or recreational facilities to members must levy tax on 
members’ subscriptions. So the provision of facilities by a Gym (enterprising) is not an exempt supply and is therefore VAT-able.

YOU’VE GOT MAIL

Please submit your questions and comments to 

communications@saipa.co.za. Approval of letters for publication is not 

guaranteed for any particular issue, and is dependent on space available. 

Disclaimer: The views expressed by the contributors do not necessarily reflect those 

of SAIPA and Professional Accountant and should not be construed as advice. The 

answers are published for information purposes only. Advice should be sought from a 

professional advisor.



37Professional Accountant

UNPACKING LEGISLATION

VAT implications of fines 
imposed by SAIPA
Mahomed Kamdar, Technical Advisor, SAIPA

SAIPA imposes penalties on members found violating one or other 

professional code of conduct. These codes are enshrined in the 

SAIPA constitution. It is also given that SAIPA is a registered vendor. 

Question:

Should SAIPA levy output VAT on these fines? 

Answer:

Generally, VAT is levied on the taxable supply of goods and services 

by a vendor. The term ‘taxable supplies’ includes all supplies made 

by SAIPA, for example, as a vendor - in the course or furtherance of 

its `enterprising activities’. 

SAIPA is mandated in its constitution to supply the following services, 

amongst others: 

• The development and enhancement of an accountancy 

profession able to provide services of consistently high quality 

in the public interest.

• To promote and develop common interest of members and the 

welfare of the accountancy profession having regard to the 

broader interest of the public; 

• To endeavour to reconcile where there may be conflicts, in 

the interest of members and the accountancy profession and 

the public;

• To maintain and enhance the prestige and standing of the 

accountancy profession and its members, both nationally 

and internationally. 

• To consider and comment on existing and proposed legislation in 

the Republic affecting the accountancy profession or otherwise;

• To provide for research into all accountancy-related matters 

• To provide members with relevant information on developments 

in the accountancy profession.

• To provide opportunities for an exchange of views amongst the 

membership and related organisations. 

• To co-operate with IRBA and to comply with the provisions of the 

Audit Professions Act, 2006 and to ensure that members, where 

applicable, also comply with the provisions of this Act;

• To participate in IFAC and ECSAFA, and apply for membership 

of any other relevant bodies and to co-operate with national 

and international bodies;

The supply of goods and services by a vendor lies at the heart of the 

VAT act. A supply of goods and services, in the course of furtherance 

of any enterprise is fundamentally a precondition before VAT can 

be triggered. It has been demonstrated above that the levying of 

fines and penalties on defaulting SAIPA members, does not constitute 

taxable supply of goods and services.

It is, therefore, likely that fines and penalties do not fall within the 

ambit of VAT, and output VAT should not be taken into account when 

fines and penalties are imposed upon defaulting members.
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Foreign exchange 
gains or losses

TAX PROFESSIONAL

SAIPA Tax Committee

Business activities have expanded significantly and foreign 

exchange and international trading has become a part of 

businesses, both small and large. 

The foreign currency gains and losses need to be recognised in 

the financial reporting on the company. But for tax purposes, the 

currency recognition and translation may not be the same as that 

used for financial reporting. The Income Tax Act requires that amounts 

expressed in a foreign currency be translated into Rand for income 

tax purposes.

For income tax purposes, the nature and taxpayer type will determine 

what provision of the law will apply. The starting point will be section 

24I of the Income Tax Act, which applies to the general tax treatment 

of foreign exchange gains or losses. Section 24I(3) expressly provides 

that all gains and losses on foreign exchange transactions, whether 

realised or not, whether of a capital nature or not, be included in or 

deducted from income. Also, such transactions will be recognised at 

the transaction, translation, and realisation dates, while recognising 

local currency and functional currency.

In addition to section 24I, there are several other sections that may 

apply, and for this reason the recognition of foreign exchange 

gains or losses is complex. This article is not aimed at describing 

all the transactions and taxing provisions, but is intended to assist in 

understanding which sections should be applied.

When the taxpayer is an individual, the first question is whether the 

taxpayer is holding the exchange item as trading stock. If yes, then 

section 24I will apply. If no, the Eight Schedule (CGT) will apply 

(paragraph 84 – 96 for cash and paragraph 43 for assets other 

than cash). 

When the taxpayer is a trust, the first question is whether the trust 

is carrying on a trade. If yes, section 24I will apply. If no, the 

Eight Schedule (CGT) will apply (paragraph 84 – 96 for cash and 

paragraph 43 for assets other than cash).

All South African companies and foreign companies to the extent 

that such is in relation to a permanent establishment in South Africa 

or controlled foreign companies in terms of section 9D, will apply 

section 24I.

One should be careful in identifying when to use spot rates, forwards 

rates, or average exchange rates. In general, average exchange 

rates (as published on SARS website and updated from time-to-time) 

will not apply to section 24I. The following sections generally provide 

for the currency translation to be done with application of average 

exchange rates:

• Section 6quat(4) – foreign tax credits

• Section 9D(6) – controlled foreign company

• Section 9G – disposal of foreign equity instrument which 

constitutes trading stock

• Section25D(2) – foreign permanent establishments of a resident

• Section 25D(3) – natural person or trust that has made an election 

to apply average exchange rates as a method of translation

• Eight Schedule (CGT) – some paragraphs have specific provisions 

regarding average exchange rates, and other paragraphs has 

unique translation rules specific to those paragraphs.

For income tax 

purposes, the nature 

and taxpayer type 

will determine what 

provision of the law 

will apply.
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TAX PROFESSIONAL

Often employers fail to properly identify taxable fringe 

benefits and remuneration. Some employers are even 

tempted to allow their employees or directors re-structure 

remuneration packages to reduce employees’ tax liability, often 

accomplished by means of a salary sacrifice. 

Employers often give gifts to their staff for Christmas, birthdays, 

Secretary’s Day, maternity, and as rewards/awards for employee of 

the month or when a quota is achieved. Other than the occasional 

lunch or party, such as a year-end function, or long service awards, 

as prescribed, the employer should be considering the tax liability of 

the gifts or benefits given to the employees. 

Where an employer gives a gift or voucher to an employee (which 

includes members of close corporations and directors of companies) 

the general rule prescribes that the cost to the employer for that gift 

or voucher should be recognised as remuneration and subject to 

employees’ tax (knows as ‘fringe benefits’). The employer 

is also required to disclose such fringe benefits in the IRP5 

employees’ tax certificate. 

The gift or award may be a trip to a spa and not 

necessarily a voucher or tangible gift. That gift or 

award will still be regarded as a taxable fringe 

benefit.

This time of year it’s customary for employers to pay 

bonuses, at least it was before the economic downturn, 

unless it’s a term of employment that the employee 

would be entitled to a ‘13th cheque’. As a substantial 

chunk of the bonus is deducted for employees’ tax, 

employees often wish to re-structure the salary package 

in order to change the nature of the bonus payment to a 

tax-free or partially taxed value, such as subsistence allowance. 

Salary sacrifices are not automatically illegal, as a taxpayer is entitled 

to structure his/her affairs so as to pay the least amount of tax. 

However, how the salary sacrifice is done will be a key determining 

factor, as well as the nature and purpose of the sacrifice, as to the 

legitimacy of such sacrifice. If the salary sacrifice was mainly done 

to reduce the tax liability, SARS will attach the sacrifice in terms of 

the general anti-avoidance provisions.

The definition of ‘remuneration’ is sufficiently broad to include even 

tips paid to staff. During the year the extent of this was the subject 

of a binding ruling, which confirmed that tips given by patrons at 

their own discretion is not included in the definition of remuneration 

for purposes of deduction employees’ tax or disclosure in IRP5 

employees’ tax certificates. However, the tips will still be taxable 

income in the hands of the recipient. Where the tips or gratuities are 

automatically added to the customer’s invoice, such tip or gratuity 

will be defined as ‘remuneration’ subject to employees’ tax and 

disclose in IRP5 employees’ tax certificates.

Taxable Fringe Benefits: 
Gifts are not tax free
SAIPA Tax Committee
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Taxation of 
Insurance Contributions 

TAX PROFESSIONAL

SAIPA Tax Committee

The Taxation Laws Amendment Bill, 2011 (the ‘Bill’) contains 

significant amendments with regards to taxation of long-term 

insurance policies. The majority of the amendments address 

the taxation of employee benefit plans (generally group-life policies), 

key person policies, and the taxation of policy proceeds.

Many companies have pension or provident funds that include group-

life cover. Generally the contributions towards the group-life cover 

are carried by the employer. Where contributions were made to 

group-life or other long-term insurance policy that was not part of an 

approved pension or provident fund, the contributions to such policy 

should be treated as a fringe benefit and taxed in the hands of the 

employee. Currently employers do not subject the contributions to the 

insurance funds, where so made in terms of an approved fund, to 

fringe benefit tax. The Bill introduced amendment to paragraph 2(k) 

and addition of a new paragraph 12C of the Seventh Schedule to 

the Income Tax Act. 

Paragraph 2(k) applies where the employer has during any period 

directly or indirectly made any payment to any insurer directly or 

indirectly for the benefit or on behalf of the employee or his or her 

spouse, child, dependant or nominee, and such premiums paid by 

an employer in respect of insurance policies will constitute a taxable 

fringe benefit in the hands of the employee. In turn, paragraph 12C 

provides that the cash equivalent of the taxable fringe benefit, which 

is subject to employees’ tax and disclosure in the employees’ IRP5 

certificate, is calculated as follows:

• Where any contribution or payment was made by the employer 

the amount of such contribution or payment will be the cash 

equivalent; or

• Where any contribution or payment was made by the employer, 

but the employer is not able to determine the appropriate 

portion to attribute to the relevant employee, the amount of 

the contribution or payment in relation to an employee will 

be deemed to be an amount equal to the total contribution or 

payment by the employer during the relevant period for the 

benefit of all employees divided by the number of employees in 

respect of whom the contribution or payment is made; or

• In the event that the above apportionment method does not reasonably 

represent a fair apportionment of the contribution or payment, the 

Commissioner may direct that the apportionment be made in such 

other manner as to him or her appears fair and reasonable.

The above amendments with regards to taxation of fringe benefits with 

regards to contributions made by employers to long-term insurance 

funds are intended to commence on 1 March 2012.
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TAX PROFESSIONAL

The Bill also introduced amendments to section 11(w) of the Income 

Tax Act, intended to commence 1 March 2012, with regards to key 

person long-term insurance policies. These amendments follow a 

revision of the distinction between conforming and non-conforming 

policies that provide cover against the loss of key individuals. 

The amendment now defines a conforming policy, for purpose of 

deduction, to have the following characteristics:

• The business must be insured against the loss of a key person 

by reason of death, disability, or severe illness;

• The policy must be solely a risk policy that has no cash or 

surrender value (policies with a cash or surrender value are 

associated with investment policies);

• The taxpayer must be the sole owner of the policy, and “…

any premium paid shall not be disallowed as a deduction by 

reason of the policy being held by a creditor of the taxpayer 

as security for a debt of the taxpayer”; and

• No transaction, operation, or scheme may exist that compels 

the taxpayer that owns the policy to turn over the policy 

proceeds, or the equivalent thereof, to the key person or 

their beneficiaries.

In addition to the above qualification criteria for a conforming 

policy, the Bill introduces an addition to section 11(w) requirements 

for deduction

in respect of any policy entered into-

• on or after 1 March 2012, the policy agreement states that 

this paragraph applies in respect of premiums payable under 

that policy; or

• before 1 March 2012, it is states in an addendum to the 

policy agreement by no later than 31 August 2012 that this 

paragraph applies in respect of premiums payable under 

that policy”

The Bill introduces the following amendments to paragraph (m) of 

the ‘gross income’ definition of the Income Tax Act.

Firstly, the Bill effectively includes all amounts directly or indirectly 

received or accrued from any long-term insurer into the ‘gross 

income’ of the recipient (a catch-all net). Then specific exemptions 

and deductions will apply. The general intention is that the policy 

proceeds should be tax-free were such policy was funded with post-

tax contributions, whereas the policy proceeds should be taxed 

were such policy was funded with pre-tax contributions.

An exemption has been provided where the proceeds of a long-

term insurance policy are received by or accrued to a person other 

than the policyholder. Effectively, the insurance proceeds received 

by an employee (a non-policyholder beneficiary) will be exempt 

where all the policy premiums did not “rank for” a deduction by the 

policyholder, or where the premiums were claimed as a deduction 

and the contributions was taxed as a fringe benefit in the hands 

of that employee. However, if the employee in turn deducted the 

taxable premiums in his/her tax return, the proceeds of the policy 

will be taxable in the hands of the employee.  

An apportionment methodology has been introduced for “tainted” 

contributions (such as where the employer claimed a deduction 

without the corresponding fringe benefit recognition, or where 

the beneficiary claimed a deduction for the fringe benefit 

contributions), so that the exemption will only apply with regards 

to “non-tainted” contributions. 

The Bill provides a further exemption in terms of the new section 10(1)

(gG) in respect of insurance proceeds received by a policyholder to 

the extent that the contributions were not deductible. 

The amendment to paragraph (m) of the definition of ‘gross income’ and 

new section 10(1)(gG) is intended to commence on 1 March 2012.

Section 23(m) that limits the deductions available against 

employment income/remuneration has be extended to now also 

include contributions or payment made by the employer (the fringe 

benefit value) as a deduction in terms of section 23(m)(iii).

 

Where any contribution or 

payment was made by the 

employer the amount of such 

contribution or payment will 

be the cash equivalent
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Provisional Tax 
calculations as per 
the TAB Bill1 

UNPACKING LEGISLATION

SAIPA members will readily recall the disturbing experience 

in February 2011 of having to calculate the basic amount 

when estimating taxable income for payment of provisional 

taxes. In most cases, it was necessary to inflate the amount by 16%, 

consequently increasing the payment of provincial taxes several fold. 

This obviously led to an outcry by, not only SAIPA members, but also 

by observant citizens.

SAIPA takes pleasure in informing members that the `outcry’, in 

relation to the payment of provisional taxes has been silenced. This 

fact was also emphasised in tax seminars convened by SAIPA during 

November 2011. The attendees, naturally, expressed their delight. 

Para 19 (1) (d) is crucial in our discussion but Para 19 (1) (a) and 

Para 19 (1) (b) of the Fourth Schedule are presented for purposes of 

clarity and it will read as follows:

Para 19 (1) (a) Every provisional taxpayer (other than a company) 

shall, during every period within which provisional tax is or may be 

payable by that provisional taxpayer as provided in this Part, submit 

to the Commissioner (should the Commissioner so require) a return 

Mahomed Kamdar, Technical Advisor, SAIPA
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UNPACKING LEGISLATION

of an estimate of the total taxable income which will be derived by 

the taxpayer in respect of the year of assessment in respect of which 

provisional tax is or may be payable by the taxpayer.

(b) Every company which is a provisional taxpayer shall, during 

every period within which provisional tax is or may be payable by 

it as provided in this Part, submit to the Commissioner (should the 

Commissioner so require) a return of an estimate of the total taxable 

income which will be derived by the company in respect of the year 

of assessment in respect of which provisional tax is, or may be, 

payable by the company.

19 (1) (d) Provided that, if an estimate under item (a) or (b) must be 

made —

(a) More than 18 months; and

(b) In respect of a period that ends more than one year, after the 

end of the latest preceding year of assessment in relation to such 

estimate, the basic amount determined in terms of sub item (i) and (ii) 

shall be increased by an amount equal to eight per cent per annum 

of that amount, from the end of such year to the end of the year of 

assessment in respect of which the estimate is made.

In practice, what these new and revised Section of the Fourth 

Schedule imply is that if a provisional taxpayer has received an 

assessment within 18 months when provisional tax is payable, the 

basic amount used to determine the estimate must not be inflated 

at all (that is zero per cent). If a provisional taxpayer has been last 

assessed in the period beyond the 18-month threshold, then the basic 

amount ought to be increased by 8% per annum. If the provisional 

taxpayer was assessed 25 months ago – before the provisional tax 

is payable – the basic amount must be topped by 16 per cent. 

This revision of the calculation of basic amount is a most welcomed 

relief to provisional taxpayers since it very possible for a provisional 

taxpayer to be assessed within the last 18-month period.

For example, if on 31 August  2012 a provisional taxpayer received 

a 2011 assessment within the 18-month period prior to the liability 

for payment of provisional tax, then the basic amount used in the 

calculated of estimation of taxable income must not (0 per cent!) be 

inflated. However, still with the same example, the latest assessment 

received refers to the 2010 tax year, and then the basic amount 

should be topped by 16% and if the latest assessment received refers 

to the 2009 tax year, then the basic amount would be topped up by 

24%. It is further noted that this new provision is available where the 

actual taxable income for the year is less than a R1 million. Where 

the actual taxable income for the year is more than a R1 million, 

the estimate of taxable income would still be based on the vigorous 

calculation of the estimate taxable income for the year. 

Section 19 (1) (e) (ii) is also of use to SAIPA Members and provisional 

taxpayers. It reads as follows:

‘(ii) in respect of which a notice of assessment relevant to the estimate 

has been issued by the Commissioner not less than 14 days before 

the date on which the estimate is submitted to the Commissioner:

Provided that, where the Commissioner has in respect of any 

estimate required to be made by a provisional taxpayer issued to the 

taxpayer a return for the payment of provisional tax upon which the 

Commissioner has indicated the taxpayer’s taxable income for the 

latest preceding year of assessment, in respect of which a notice of 

assessment was issued prior to the issue of such return, such year of 

assessment shall at the option of the taxpayer be deemed to be that 

latest preceding year of assessment.

In practice, Section 19 (1) (e) (ii) implies that if a provisional 

taxpayer receives an assessment within 14 days within which 

provisional tax payment is payable, the assessment may not be 

used in the calculation of the basic amount used for determining 

the estimate of taxable income – another piece of welcome news 

for provisional taxpayers.

In conclusion, this brief confirms the message, in relation to the 

calculation of basic amount for provisional taxpayers, conveyed 

during SAIPA’s nation-wide tax seminars held in November 2011. 

  At the time of writing this article both Houses of National Parliament have passed this 

Bill – it is awaiting the President assent before it becomes law

If a provisional taxpayer has 

been last assessed in the 

period beyond the 18-month 

threshold, then the basic 

amount ought to be increased 

by 8% per annum. 
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Frazier Champion was nothing like his name suggested. He was 

meek of nature, tall, stooped, and with a forehead that resembled 

an extra-large, blanched duck’s egg. He wore black-rimmed tri-

focals, and a cheap grey suit hung awkwardly off his boney shoulders. 

He was perpetually paper cut, and was never happier than with columns 

of figures that he added on a large calculator balanced with a sheaf of 

papers were perched on an equally boney knee. 

Frazier was at the bottom rung of that important profession called 

auditing and, truth be told, he’d never been happier in his life. When 

he asked for documents in his soft, lisped voice, they were provided in 

an instant, and his perpetual blushing when the office girls whispered 

about him bothered him no more. Frazier’s dad had been a senior audit 

partner with the same firm as had his father and his father before him, 

and all had suffered from acute idiopathic craniofacial erythema. It was 

one of those things. 

Anyhow, on this day Frazier happened to find himself on the last day 

of an audit at the X-F*ctor Corporation, a thriving online business that 

sold stuff in plain brown wrapping to consenting adults. And as he was 

reconciling the number of inflatable items that had been delivered to a 

well-known rugby team with the requisite invoices, he was approached 

by Mandy and Mindy – the best damn double tag sales team in the 

business. Rumour had it that they offered special incentives to gentlemen 

buyers, but we don’t have time for scurrilous chit-chat like that. 

Batting eyelashes of a length that would make a camel jealous, they 

suggested our hero accompany them to the office party that very night. 

Frazier’s heart leapt, as he was starting to identify more and more 

with the main character in his least favourite movie, The 40-Year-Old 

Virgin. Sure, it made him laugh, but the truth, as we all know, does 

hurt. Phfutting home on his Vespa he carefully planned his outfit, and 

when he headed to the venue – The Belly Ring – some hours later he 

was delighted with the ensemble. The Disney tie he thought went well 

with the cerise Hawaiian shirt all tucked neatly into brown cords which 

were offset by a new pair of white crocs, perfectly matching his equally 

gleaming white belt. He’d doused his malnourished body liberally with 

new cologne called Mega-Stag and he was ready to partaaay. 

When the sales duo saw him lurk into the darkened room they were 

overcome with conflicting emotions of hyper-materialism and the desire 

to physically educate and pillage. Frazier never saw it (them) coming. 

Each of them hung on to a skinny arm and to every word he said as they 

plied him with exotic cocktails. Until now, the strongest thing he’d ever 

imbibed was a thimble-full of Christmas sherry washed down by a Stony 

Ginger Beer Chaser. An hour later when he’d reached cruising altitude 

they made their move and asked him to accompany them to their car to 

fetch...whatever. 

When Frazier went to work the following morning his head felt like a 

youth league rally, his tongue like a test match pitch, but he had a spring 

in his step, five strange marks on his neck, unexplained scratches on his 

back, and no one was laughing at him anymore. Mandy and Mindy 

had pleaded the day off because of exhaustion, and for one single day 

a junior auditor ruled the office roost.

Mandy and Mindy and the 
Party He’ll Never Forget
Jeremy Maggs
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