
Official Journal of the South African Institute of Professional Accountants

ISSUE 34 | 2019

60mins Unstructured CPD

NEW IFRS 16 STANDARDS  
FOR LEASES

CHALLENGES IN MANAGING 
CLIENT RELATIONSHIPS

INDUSTRY BODIES JOIN POWERS  
TO COUNTER MISCONDUCT

CPD
60mins

(Unstructured)
WHEN BUSINESS GOES BAD – LIQUIDATION OR RESCUE?





 FROM SAIPA

04 A Word from SAIPA

05 SAIPA News  

 ACCOUNTING TECHNICAL

10 New IFRS Standard for leases

13	 	XBRL	and	filing	of	company’s	annual	financial	 
statements	with	CIPC

 BUSINESS & ECONOMY 

16 Challenges	of	managing	client	relationships

18 Company	liquidation	or	business	rescue

 SAIPA INSIGHTS 

20	 	Slump	in	accountancy	pupils

21		 	Addressing	the	shortage	of	professional	 
accountants	in	the	public	sector

22	 Accounting	degree	or	diploma?	Which	is	better?

24	 What	is	in	a	designation?

26	 Inducements	–	The	greys	between	the	gestures
 

 OFF BALANCE SHEET  

28 #1000	SAIPA	brand	ambassadors

30 Staff	profile	–	Juliette	Powell

10

24

20

16

CONTENTS



W e are at the beginning of 2019 
and as we wait in anticipation 
to see what the new year will 
bring for business and the South 
African economy, it’s still business 

as usual at SAIPA. In the first edition of Professional 
Accountant for 2019 we examine some important 
industry developments.

The new International Financial Reporting Standards 
for leases, IFRS16, comes into effect for annual 
reporting periods on or after 1 January 2019. IFRS16 
brings about some critical changes to the recognition 
of lessees, particularly in the books of the lessee. As 
most businesses make use of some form of rental or 
lease agreement, the new leasing standard will have a 
wide-reaching effect. 

It is no secret that the accounting sector is in a state 
of flux, with significant changes taking place due to 
a number of factors; from increasing competition, 
the role of technology and a general lack of trust 
in the profession, and accounting professionals are 
facing new challenges almost daily. In this issue we 
look at some of these challenges facing Professional 
Accountants (SA) in practice and how these can be 
addressed.

The role of Professional Accountants (SA) as a business 
advisor is highlighted in an extremely insightful 
article on business rescue by SAIPA Executive, Faith 
Ngwenya. It’s important for our members to be able 
to determine when a business in financial distress 
should undergo the process of business rescue or 
liquidation.

On a more technical note, we examine the 
requirements around using the new XBRL format for 
the filing of companies’ annual financial statements. 
Extensible Business Reporting Language, or XBRL as 
it is known, is a web-based computer language that 
enables account numbers to be tagged or mapped 
using predefined descriptions, which ultimately allows 
for improved analysis and comparison of financial 
information.

A professional designation is not something to be 
taken lightly; it forms part of one’s identity and should 
never be taken for granted. Designations give us a 
sense of belonging to a particular entity or family 
and this inspires us to uphold the values of the 
organisation with which we associate ourselves.

The Professional Accountant (SA) designation carries 
with it the reputation of SAIPA as a well-respected 
professional industry body. We urge our members 
to wear their designation with pride and honour 
and remember that you are part of a family that 
takes professionalism, integrity and excellence very 
seriously. #SAIPAproud.

We wish you everything of the best for 2019.

Zobuzwe Ngobese
Marketing and Communications Executive
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SAIPA NEWS 

On 11 October 2018 SAIPA hosted its Top Achievers’ Awards at The Wanderers Club 
in Illovo, Johannesburg to recognise remarkable performance across three separate 
SAIPA programmes, namely, the National Accounting Olympiad (NAO), the Accounting 
& Tax Thesis competition, and SAIPA’s own Professional Evaluation.

SAIPA Top Achievers’ Awards 2018 
Honours Outstanding Performers

“B ringing all these achievers together in one 
place resulted in a multifaceted function, 
more prestigious than we would achieve 
by hosting them separately,” Zobuzwe 
Ngobese, Marketing and Communications 

Executive at SAIPA.

NATIONAL ACCOUNTING OLYMPIAD

The first set of awards was presented to top performers in the 
National Accounting Olympiad. The Olympiad is held annually at 
participating schools across the country. Grade 11 and 12 pupils 
who pass a first round of written tests advance to a final round. From 
this last division, students with the highest marks nationally are 
declared first, second or third place winners. Last year, 13 students 
were positioned in the top three spots.

From Grade 12, Ashraf Moosa of Scottburgh High School in 
KwaZulu-Natal took first place. In second place was Razeen Parker 
of Rondebosch Boys High in Western Cape. Third place saw a four-
way tie between Deelan Vanmari of Westville Boys High School 
in KwaZulu-Natal, Ahmad Mahomed of Orient Islamic School in 
KwaZulu-Natal, Nikiwe Dube of Edenglen High School in Gauteng, 
and Evashen Pillay of Stanger Manor Secondary in KwaZulu-Natal.

In Grade 11, Mohammed Mowzer of Fairbairn College in Western 
Cape, Kristine Becker of Richards Bay Christian School in KwaZulu-
Natal and Timothy Murphy of Rondebosch Boys High in Western 
Cape all tied for first place. Trishane Naidoo of Avonford Secondary 
School in KwaZulu-Natal came in second. In third place there was 
another three-way tie between Justin Knopfmacher of King David 
High School in Gauteng, Dylan de Kock of Rondebosch Boys High in 
Western Cape, and Jada Freeman of Stirling High in Eastern Cape.

Winners received a National Winners’ certificate and a trophy as 
well as prizes totalling R35,000, SAIPA laptop bags and branded 
hampers. First place winners were also given a Lenovo notebook 
computer.

ACCOUNTING & TAX THESIS

The second set of awards went to the Accounting & Tax Thesis 
competition winners. For this contest, a panel of experts in the 

fields of accounting and tax review papers submitted in the pursuit 
of a PhD, Masters or Honours degree. Those judged to possess the 
most significant analyses at each level are declared the winners.

SAIPA believes that by giving these thought leaders and their work 
the recognition they deserve beyond academia, new insights into 
taxation and accounting science can find their way to practical 
application in the business world. In the accounting category, 
Corrie Cloete who is doing a PhD at the North West University 
on the Development of an SME risk analysis tool for professional 
accountants was awarded R20,000, while Waheeda Mohamed who 
is doing her Master’s at the University of the Witwatersrand on IFRS 
for SMEs: The current perception of South African practitioners won 
R15,000.

For the taxation category, Jacqueline Arendse from Rhodes 
University received R20, 000 for her PhD entry on An investigation 
into the introduction of a new wealth tax in South Africa. The 
University of Johannesburg’s Ivette du Toit’s Masters entry on 
Transfer pricing legislation in South Africa: challenges in compliance 
earned her R15, 000, while R10, 000 was handed to Tayla Stocks 
from the University of Cape Town who is doing her Honours in A 
critique of value-added tax on interactive gambling.

PROFESSIONAL EVALUATION

Finally, those who achieved top marks for their Professional 
Evaluation were presented with their awards. The Professional 
Evaluation is a 4-hour written exam that those applying for SAIPA 
membership must take before being admitted to the Institute’s 
ranks. After passing, graduates are granted full membership and 
may bear the title of Professional Accountant (SA). Two groups of 
top performers were honoured. From the November 2017 sitting, 
the top graduate was Ashrika Singh, in 2nd place was Riette Snyman 
and Lente Steyn came in at 3rd place. The same prizes were given 
to 1st place winner Carla Briers, Adelaide Joao in 2nd place and 
Kevin Schou in 3rd respectively for the May 2018 sitting.

“We had very positive feedback all around,” said Ngobese. “We’re 
proud of the results and look forward to a repeat performance in 
2019.” he added.  
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SAIPA’s National Accounting 
Olympiad is open to all 
Grade 11 and Grade 12 
learners from schools  
across the country.

A number of schools stood collectively 
at the forefront of the 2018  National 
Accounting Olympiad. Five pupils 
from Khanyisa Education Centre 

attained positions in the top 50 in last years 
National Accounting Olympiad. The school’s 
Grade 12 students included Nkuriso Mabunda, 
Singita Mabasa and Hlawulekani Hlongwane. In 
Grade 11, it was Ntiyisiso Mashaba and Joshua 
Furumele.

Al Huda Muslim School did the North West 
province proud with four pupils from the school 
in the national top 50. The students from Grade 
12 were Fathima Dindar, Rukshar Nuniya and 
Waseemah Mosam, while the student from 
Grade 11 was Zubair Kola.

Rondebosch Boys High did not disappoint, with 
the results revealing that four learners  made 
the national top 50. The student from Grade 
12 was Razeen Parker and from Grade 11 were 
Timothy Murphy, Christopher Dean and Juan 
de Kock.

King Edward VII School, in Johannesburg, 
shone bright last year, boasting eight pupils 
in the national top 50. Students from Grade 
12 were Nabeel Fazluddin, Uwais Sheikjee, 
Matthew Titterton, and from Grade 11 were 
Brayden Ramsay, Nathanael de Swardt, Dino 
Claro, Riyaadh Seedat and Joshua Ruthel.

Zobuzwe Ngobese, Marketing and 
Communications Executive at SAIPA, says the 
Institute is very pleased with all of the school’s 
performances. “We hope their outstanding 
efforts will be an inspiration to other schools 
and provide a challenge to which they will rise 
in 2019.”  

PUPILS ACROSS SOUTH 
AFRICA EXCEL IN SAIPA’S 
2018 NATIONAL ACCOUNTING 
OLYMPIAD

Grade 11 National Top Achievers: Jada Freeman (Stirling High School), Dylan De Kock 
(Rondebosch Boys High School), Justin Knopfmacher (King David High School) Trishane Naidoo, 
(Avonford Secondary School), Timothy Murphy (Rondebosch Boys High School), Kristine Becker 
(Richards Bay Christian School), Mohammed Mowzer (Fairbairn College).

Grade 12 National Top Achievers: Ahmad Mahomed (Orient Islamic School), Deelan Vanmari 
(Westville Boys High School), Evashen Pillay (Stanger Manor Secondary School), Nikiwe Dube 
(Edenglen High School), Razeen Parker (Rondebosch Boys High School), Ashraf Moosa 
(Scottburgh High School).
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Industry bodies	combine	
powers	to	counter	misconduct	
and	foster	accountability
SAIPA recently signed a groundbreaking memorandum of understanding with five 
other professional bodies to effectively close a loophole that allowed professionals 
with multiple memberships to evade the consequences of misconduct.

Ragiema Thokan-Mahomed, Legal, Ethics and Compliance Executive, SAIPA

T he other signatories to the memorandum include the 
Institute of Internal Auditors SA (IIA SA), the Institute 
of Risk Management SA (IRMSA), Chartered Secretaries 
Southern Africa (CSSA), the Institute of Directors 
in Southern Africa (IoDSA), and the Association of 

Certified Fraud Examiners (ACFE). Together, these organisations 
represent over 44,000 of South Africa’s company directors, company 
secretaries, internal auditors, accountants, fraud examiners and risk 
management professionals.

In the wake of revelations of corruption in government and business 
over the last two years, complaints against professional accountants 
have increased by 150%. This is understandable as the public has 
become acutely aware of the impact of corruption and are more 
likely to investigate courses of action available to them. This is 
true not just of accountants but many professionals in positions 
of authority, including business directors, company secretaries, 
corporate investigators or managers.

AN INTEGRATED DISCIPLINARY SOLUTION

One means of resolution is to approach their professional body, 
which typically implements an investigative and disciplinary process 
based on internationally prescribed standards. SAIPA, for example, 
adheres to the framework of the International Federation of 
Accountants (IFAC), of which it is a voting member.

However, as a result of specialisation, many professionals belong to 
several associations, therefore holding more than one professional 
designation. In the past, if they were expelled from a particular 
association for misconduct, they could continue practicing under an 
alternative designation, thereby evading the full consequences of 
their actions. Now, those days are over.

In terms of the agreement, if a complaint is received against a 
professional who holds designations associated with several of 
the signatories, the relevant professional bodies will take a unified 
approach to investigate and resolve the charge. A lead investigator 
shall be nominated from among the parties and the final judgement 
shall be binding across all participating bodies in as far as their 
codes of conduct determine.

SWIFT JUSTICE

The goal is that such cases will be addressed more swiftly, efficiently 
and cost effectively but, most importantly, that their effect will be 
complete, and justice will be rightly served, all in the interest of the 
public.

This is yet another step SAIPA has taken to combat non-compliance 
with laws and regulations (NOCLAR) in its efforts to restore faith 
in the accounting profession and protect the public interest. The 
implications of this initiative are profound, promising a unified front 

SAIPA NEWS
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PROFESSIONAL 
INDEMNITY

INSURANCE

TM

We are always looking at ways to add more value to your SAIPA 
membership and have agreements in place with the following partners:

SAIPA MEMBER BENEFITS

ASSETSURE INSURANCE BENEFITS
SAIPA AssetSure asset insurance for all your 
business and vehicle requirements

CAMAF 
All SAIPA members now qualify to join Camaf as 
their medical aid scheme on an individual basis

CASEWARE 
SAIPA and CaseWare have partnered to 
transform how practices work by introducing 
the CaseWare Cloud Solution

EUROPCAR 
10% Discount on all car hire booked online

GAP COVER
SAIPA has partnered with The Financial 
Specialists (Pty) Ltd to offer Medical Expense 
Shortfall cover at discounts of 28% – 32%

GATS LEISURE 
International tour operator, GATS offers SAIPA 
members specially negotiated rates, bonus 
discounts and special travel package offers 

PPS
PPS Short-term Insurance: exclusive to the 
graduate professional for car, home and 
business

PROFESSIONAL INDEMNITY INSURANCE 
Tailor made Professional Indemnity (PI) 
insurance exclusively for SAIPA members,  
up to R7m cover

PROTEA MARRIOTT HOTEL REWARDS 
Join the Marriott Rewards programme to 
earn and redeem points, and enjoy exclusive 
member benefits at Protea Hotels by Marriott

SAIPA MAGAZINES 
Receive SAIPA’s magazines: Professional 
Accountant and Tax Professional; as well as 
TaxNews and TechNews for industry updates 
and technical articles

SAIPA YOUR LAW 
SAIPA Your Law – monthly issues emailed to 
members with the latest information on national 
laws and legislative changes

SYFT 
Syft is a reporting add-on for cloud accounting 
software that automates management 
accounting for your practice

against corruption by putting the very careers of wrongdoers at risk. 
It is also a valuable extension to SAIPA’s own rules that require the 
names of members struck from its roll to be made public and a letter 
of good standing to be obtained for applicants already associated 
with another body.

BETTER LEGISLATION REQUIRED

Yet, more needs to be done. Currently, no legal constraints exist to 
practicing accounting. Anyone, regardless of qualification or intent, 
can hang out their shingle and call themselves an “accountant” or, for 
those who presume to know better, “a professional accountant”. As a 
result, there is no way to estimate how many accountants there actually 
are in South Africa or the magnitude to which these unregulated 
practitioners contribute to NOCLAR. This is a grave injustice to the 
reputation of the profession and the public interest.

It is critical that new laws are promptly enacted to compel anyone 
practicing accounting to join an appropriate professional body, like 
SAIPA. SARS already enforces such a requirement to ensure that 
tax practitioners are suitably qualified and professionally traceable, 
thereby protecting taxpayers from harm. Demanding the same of 
accountants should be a standard condition.

Right now, it is left to organisations to decide if they will risk hiring 
or doing business with unregulated accountants, and forego the 
assurances provided by a professional designation, like Professional 
Accountant (SA), and the protection offered by initiatives like the 
collaborative agreement mentioned above. SAIPA’s designation is 
backed by a prescribed study path, a three-year practical learnership, 
a Professional Evaluation of applied competence and ethics 
appreciation, a strict code of conduct and disciplinary process, and 
continuous professional development programmes (CPD). All that is 
missing is sweeping legislation to ensure that South Africa enters a 
new era of ethical accounting. 

“In the past, if they were expelled 
from a particular association for 
misconduct, they could continue 
practicing under an alternative 
designation, thereby evading the 
full consequences of their actions. 
Now, those days are over.”



ACCOUNTING TECHNICAL

IFRS16 STANDARD
FOR LEASES
The new International Financial Reporting Standards for leases, IFRS16, came into 
effect for annual reporting periods on or after 1 January 2019.

I FRS16 brings about significant changes to the recognition of 
lessees particularly in the books of the lessee. According to 
the IFRS Foundation, IFRS16 replaces the IAS 17 for leases; 
IFRIC 4 (determining whether an agreement contains a lease); 
SIC-15 (operating leases-incentives) and SIC-27 (evaluating 

the substance of transaction involving the legal form of a lease).

Since most companies use some form of rental or lease agreement 
to gain access to their assets, the new leasing standard will have 
a wide-reaching effect. One exception, explains Ettiene Retief, 
Professional Accountant (SA) and Tax Specialist at FTR Tax and 
Corporate Administration, is in the case of SMEs, which will 
continue to use IFRS for SMEs and do not have to apply the new 
IFRS16. That said, he cautions that they must still be mindful about 

the difference between operating and finance leases by looking at 
the facts and substance of the agreement.

A lease is classified as a finance lease if it substantially transfers 
all the risks and rewards incidental to ownership of an underlying 
asset. Whether a lease is a finance lease or an operating lease 
therefore depends on the substance of the transaction rather than 
the form of the contract, explains technical executive at SAIPA, 
Faith Ngwenya. 

According to Ngwenya, examples of situations that individually or 
in combination would normally lead to a lease being classified as 
a finance lease are that ownership of the asset will transfer at the 
end of the lease; or the lessee contains an option to purchase; 
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the lease term covers the major part of the economic life cycle of 
the asset; the value of the lease payments amount to the majority 
of the total value of the asset or the asset is of a specialised nature 
and would not be able to be used by anyone other than the lessee 
without modifying it significantly. 

An operating lease on the other hand, she says, does not transfer all 
risks and rewards of ownership to the lessee. 

The greatest difference between IFRS16 and the IAS 17 for leases 
is the treatment of transactions that were in the past ‘off balance 
sheet’, Ngwenya informs, adding that IFRS16 effectively brings all 
leases aside from service contracts ‘on balance sheet’. 

It thus provides a single lease accounting model requiring lessees 
to recognise assets and liabilities for all leases unless the terms are 
12 months or less, or the underlying asset is a low value asset – 
these include office furniture and the like which should be evaluated 
on a lease by lease basis. Objects of low value can therefore be 
exempted from financial statements. 

Ultimately, Retief explains, IFRS16 sets out a comprehensive model 
for the identification of lease arrangements and their treatment in 
the financial statements of both the lessees and the lessors. It also 
redefines certain financial matrixes and gearing ratios that have 
historically been used. 

He comments that the underlying reason for the change to IFRS16 
is to ensure that all contractual liability is recognised and to create 
more consistency and comparables across financial statements. 

Retief adds that because IFRS16 requires more disclosure than  
IAS 17 did, will mean additional work and preparation for accounting 
professionals, who will now have to recognise more steps around 
the identification of assets, liability and depreciation, which will all 
add to the cost of compliance, as all aspects of the lease must be 
tested and evaluated. 

Assets and liabilities arising from a lease are initially measured on 
a present value basis. The measurement includes non-cancellable 
lease payments (including inflation-linked payments) and includes 
payments to be made in optional periods if the lessee is reasonably 

certain to exercise an option to extend the lease, or not to exercise 
an option to terminate the lease. The initial lease asset equals the 
lease liability in most cases.

The lease asset is the right to use the underlying asset and is 
presented in the statement of financial position either as part of 
property, plant and equipment or as its own line item.

OBJECTIVE OF IFRS16

The objective of IFRS16 is to report information that faithfully 
represents lease transactions and provides a basis for users of 
financial statements to assess the amount, timing and uncertainty of 
cash flows arising from leases, Ngwenya reports. 

To meet that objective, a lessee should recognise assets and 
liabilities arising from a lease. IFRS16 establishes principles for the 
recognition, measurement, presentation and disclosure of leases, 
with the objective of ensuring that lessees and lessors provide 
relevant information that faithfully represents those transactions.

SCOPE OF IFRS 17 

There are certain exclusions and exemptions to IFRS16, Retief 
reveals. For example, IFRS for SMEs will apply the old means, which 
are similar to the IAS 17. It also excludes non-regenerative resources, 
such as oil and gas; leases for biological assets, such agricultural; 
service concession agreements; the leasing of intellectual property 
granted by the lessor, such as trademarks or patents and rights held 
by the lessee under certain trading agreements. 

Short term leases of 12 months or less, are also exempt. However, if 
the agreement contains an offer to purchase, then it cannot operate 
as a short term lease; rather it is finance lease and therefore not 
open to exemption. 

IDENTIFYING WHEN A CONTRACT INCLUDES A LEASE

IFRS16 requires that at the inception of a contract, the entity needs 
to assess whether the contract is, or contains, a lease. A contract 
is, or contains, a lease if the contract conveys the right to control 
the use of an identified asset for a period of time in exchange 
for consideration. A period of time may be described in terms of 
the amount of use of an identified asset (for example, the number 
of production units that an item of equipment will be used to 
produce). The entity has the right to reassess whether a contract is, 
or contains, a lease only if the terms and conditions of the contract 
are changed. 

DISCLOSURE 

The objective of the disclosures is for lessees to disclose information 
in the notes that, together with the information provided in the 
statement of financial position, statement of profit or loss and 
statement of cash flows, provides a basis for users of financial 
statements to assess the effect that leases have on the financial 
position, financial performance and cash flows of the lessee. 

“The objective of IFRS16 is to 
report information that faithfully
represents lease transactions 
and provides a basis for users of 
financial statements to assess the 
amount, timing and uncertainty of
cash flows arising from leases.”



There is far more disclosure required under the terms of IFRS16. 
For example, says Retief, in the past, machinery rental would take 
up one line on the balance sheet and could be listed as a ‘rental 
expense’. Now, it will be a separate asset, listed as a right of use 
asset which incurs lease liability. 

That said, Ngwenya states that a lessee is not required to duplicate 
information that is already presented elsewhere in the financial 
statements, provided that the information is incorporated by 
cross-reference in the single note or separate section about leases. 

As such, the following amounts must be disclosed for the 
reporting period: depreciation charge for right-of-use assets by 
class of underlying asset; interest expense on lease liabilities; the 
expense relating to short-term leases accounted for if the lessee 
opted for expensing the lease repayments. This expense need not 
include the expense relating to leases with a lease term of one 
month or less; or the expense relating to leases of low-value assets 
accounted for as expenses. 

It also does not need to include the expense relating to short-term 
leases of low-value assets; the expense relating to variable lease 
payments not included in the measurement of lease liabilities; 
income from subleasing the right-of-use assets; total cash outflow 
for leases; additions to right-of-use assets; gains or losses arising 
from sale and leaseback transactions; and the carrying amount of 
right-of-use assets at the end of the reporting period by class of 
asset. 

HOW DOES A LESSOR ACCOUNT FOR THE ASSET?

IFRS16 carries forward the lessor accounting requirements in 
IAS 17. Accordingly, a lessor continues to classify its leases as 
operating leases or finance leases, and to account for those two 
types of leases differently. A lessor needs to classify each of its 
leases as either an operating lease or a finance lease. 

IFRS16 may be adopted before the official commencement 
date but it can’t be applied before an entity also adopts IFRS 15 
Revenue from Contracts with Customers.    

“A lessee is not required to 
duplicate information that is already 
presented elsewhere in the financial
statements, provided that the 
information is incorporated by
cross-reference in the single note or 
separate section about leases.”

ACCOUNTING TECHNICAL
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XBRL and filing of company’s 
annual financial statements 
with CIPC

The Companies and Intellectual Property Commission (CIPC) implemented new 
requirements for the submission of annual returns as from 1 July 2018, which now require 
companies to file their annual financial statements in the Extensible Business Reporting 
Language (XBRL) format.

Ettiene Retief, Head of Tax Committee, SAIPA

H istorically CIPC accepted that a copy of the approved 
annual financial statements could be filed in PDF 
format. The new mandatory XBRL format is a web-
based computer language that allows account numbers 

to be tagged or mapped using predefined and standardised 
descriptions. This allows for improved analysis and comparison of 
financial information. 

Section 33(1) of the Companies Act (Act No 71 of 2008, as 
amended) prescribes that every company must file an annual 
return in the prescribed form, with the prescribed fee, including 
in that return “(a) a copy of its annual financial statements, if it is 
required to have such statements audited in terms of section 30(2) 
or the regulations contemplated in section 30(7); and (b) any other 
prescribed information”. 
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In terms of section 33(1) of the Companies Act, the requirement 
to file annual financial statements with CIPC, using the new XBRL 
format is all companies that are required to have its financial 
statements audited in terms of the Act. 

Section 1 of the Companies Act defines ‘audit’ as “has the 
meaning set out in the Auditing Profession Act, but does not 
include an “independent review” of annual financial statements, 
as contemplated in section 30(2)(b)(ii)(bb)”.

It is clear for the wording of section 33(1) and definition of ‘audit’ 
that the requirement to file annual financial statements with the 
annual return to CIPC is not intended to include annual financial 
statements that are required to be reviewed (not audited).

Section 30(2) of the Companies Act prescribed that “annual 
financial statements must-

(a) Be audited, in the case of a public company; or

(b) In the case of any other profit or non-profit company –

 (i)  Be audited, if so required by the regulations made in terms 
of subsection (7) taking into account whether it is desirable 
in the public interest…

 (ii) Be either –

  (aa) Audited voluntarily if the company’s Memorandum of 
Incorporation, or shareholders resolution, so requires of if 
the Company’s board has so determined; or

  (bb) Independently reviewed in a manner that satisfies the 
regulations made in terms of subsection (7), subject to 
subsection (2A)

(2A)  If, with respect to a particular company, every person who 
is a holder of, or has a beneficial interest in any securities 
issued by that company is also a director of the company, that 
company is exempt from the requirements in this section to 
have its annual financial statements audited or independently 
reviewed, but this exemption – 

 (a)  Does not apply to the company if it falls into a class of 
company that is required to have its annual financial 
statement audited in terms of the regulations contemplated 
in subsection (7)(a); and

 (b)  Does not relieve the company of any requirement to have 
its financial statements audited or reviewed in terms of 
another law, or in terms of any agreement to which the 
company is a party.”

In terms of the filer’s guidelines for Filing of Annual Financial 
Statements to CIPC in XBRL, that was issued by CIPC, the following 
entities need to submit their AFS with CIPC using the XBRL format 
as from 1 July 2018:

• All public companies;

•  Private companies (qualifying and currently submitting using 
PDF);

• State owned companies;

• Non-profit entities.

The guide further states that “private or personal liability entities 
that are not required to have their AFSs audited, may elect to 
voluntarily file their audited or reviewed statements with their 
annual returns, including Non-Profit Companies and Close 
Corporations.” This is prescribed in terms of Regulation 30(3) to 
the Companies Act. 

Section 33(1) prescribes which entities must include annual 
financial statements in the annual return lodged with CIPC, which 
are entities that are required to be audited in terms of section 
30(2). This includes:

• Public Companies (section 30(2)(a));

• Any other profit or non-profit company:

 o  Required to be audited as a result of its public interest (‘PI’) 
score (section 30(2)(b)(i)); or 

 o  Audited voluntarily in terms of the companies Memorandum 
of Incorporation, a shareholders resolution requiring such, or 
the company’s board has so determined (section 30(2)((b)(ii)
(aa)).

This means that the following private or personal liability companies 
will be required to comply with the XBRL determination of the CIPC:

•  In the ordinary course of the company’s primary activities holds 
assets in a fiduciary capacity for persons who are not related to 
the company, and the aggregate value of such assets held at 
any time during the financial year exceeds R5 million; or

•  The company compiles its annual financial statements internally 
and has a PI score of 100 of more; or

•  The company has its annual financial statements compiled 
externally by an independent party and has a PI score of 350 
or more; or

•  The company is required to voluntarily audit its annual 
financial statements as a result of it being prescribed in its 
Memorandum of Incorporation, by shareholders resolution, or 
where determined so by the company’s board; and

• The owner managed audit exemption does not apply

WHERE DOES THIS LEAVE CLOSE CORPORATIONS?

Section 58 of the Close Corporations Act (as amended) requires 
the members of a corporation to, within six months after financial 
year end to cause annual financial statements to be made out.

Amendments to Close Corporations Act, with the introduction 
of the Companies Act, inserted subsection (2A) under section 
58, which prescribed that “section 30(2)(b), and (3) to (6) of the 
Companies Act, read with the changes required by the context, 
apply to a corporation that is required by the regulations made 
in terms of section 30(7) of the Companies Act, to have its annual 
financial statements audited”. 

Section 15A of the Close Corporations Act (as amended) requires a 
corporation to lodge annual return in the prescribed form, together 
with the payment of the prescribed fee; however, this section does 
not specifically prescribe that annual financial statements need to 

ACCOUNTING TECHNICAL
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be filed with the annual return (when comparing to section 33(1) 
of the Companies Act).  Section 58(2A) of the Close Corporations 
Act refer to the section 30 of the Companies Act in regards to 
the audit and review requirements of the financial statements, and 
does not prescribe a requirement to file with CIPC with the annual 
return. Regulation 30 to the Companies Act, also states that the 
requirement for a ‘company’ to file the latest approved audited 
financial statements on the date it files its annual return, and a 
‘company’ is defined not to include a close corporation that has 
not been conferred to a company. This does not preclude CIPC 
from requesting a copy of the financial statements.

Despite the technical issues with applying the Companies Act and 
Regulations in regards to close corporations, the intention is that 
close corporations will have the same annual return requirements 
as that of a company.

Regulation 30(4) to the Companies Act states that where a company 
is not required to or elect to file a copy of its audited or reviewed 
annual financial statements, must file a financial accountability 
supplement to its annual return.

The CIPC filers guidelines further states that “co-operatives will 
not initially be required to submit AFSs via XBRL. However, this 
may possible be required in future.”

In terms of the filer’s guidelines for Filing of Annual Financial
Statements to CIPC in XBRL, that was issued by CIPC, the 
following entities need to submit their AFS with CIPC using 
the XBRL format as from 1 July 2018:
• All public companies;
•  Private companies (qualifying and currently submitting using 

PDF);
• State owned companies;
• Non-profit entities.

XBRL has been used by other countries for some year already, 
and further expansion of this format can be expected. Even SARS 
may in the near future require companies and close corporations 
(perhaps even trusts) to file annual financial statements using the 
XBRL format with the annual income tax return. 



The accounting industry is in a state of flux; and with dramatic changes taking 
place thanks to increased competition, technological advances and a lack of trust 
overall in the profession, accounting professionals face a whole new set of client 
challenges. 

Samantha du Chenne, freelance writer

The challenges of managing 
client relationships 

BUSINESS

PRICING UNDER PRESSURE

According to research undertaken by the Hinge Research Institute, 
accounting professionals admit they’re under pressure from clients 
in terms of what they charge for the services. At this point, it 
is important for accounting firms to highlight the value of their 
expertise by marketing them to make them more visible. For 
example, firms should select experts in various areas of accounting 
to become opinion leaders in the media – this will boost the 
public’s perception of the firm, showcase the value of services 
offered and ultimately increase its ability to charge higher rates. 

ACCOUNTING SERVICES HAVE BECOME COMMODITISED 

Linked to this is the trend that clients have started to see accounting 

services as a commodity – services offered by accounting firms 

are perceived by clients as interchangeable with those offered 

by competitors. Differentiation between firms is key in this 

environment, and the way in which accounting professionals can 

create a real sense of value to the expertise they offer their clients. 

Indeed, clients must be aware of the difference their accounting 

firm is making in their business’ bottom line.
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“There’s no arguing that accounting 
professionals have invaluable 
expertise to provide in areas of 
accountancy such as tax planning 
and other advisory services, however 
small businesses struggling to come 
to grips with a harsh economic 
climate may not realise this.”

THE THREAT OF TECHNOLOGY 

The research also delved into the effect that technology is having 
on the accounting profession. These effects include not only the 
importance of firms’ keeping up with technological advances to 
remain current; but also the impact technology will have on the 
longevity of accounting careers – will they remain as relevant as 
they are now, or will Artificial Intelligence (AI) take over the role of 
the accounting professional? 

Moreover, as a result of their exposure to technology, clients 
themselves have changed, and their buying behaviour, needs and 
expectations have evolved. 

An article posted on economia.iceaw.com, focuses on the threat 
posed to accounting firms by cloud-based accountancy software. 
It’s certainly created an additional challenge around retaining 
clients as it causes business owners to evaluate why they need the 
services of an accounting firm when they can do most of the work 
themselves. 

There’s no arguing that accounting professionals have invaluable 
expertise to provide in areas of accountancy such as tax planning 
and other advisory services, however small businesses struggling to 
come to grips with a harsh economic climate may not realise this. 

Combatting this challenge means educating clients around the 
dangers of self-administered online accounting software. Add 
to this, traditional accounting firms need to adapt to facilitating 
and anticipating clients’ requirements for access to accounting 
information 24 hours a day, to help clients avoid mistakes and 
keep their businesses healthy. 

PUBLIC PERCEPTION OF THE ACCOUNTING PROFESSION 

As a result of a number of corporate scandals, both in South 
Africa and globally, trust in financial institutions is at all time low. 
In this environment, accountants need to uphold the morality of 
the profession, playing the role of trusted advisor to their clients. 
Indeed, it is more critical then ever before for accountants to 
offer guidance to clients and ensure that the profession suffers no 
further damage to its reputation. 

An article posted on www.theaccountantonline.com, states that 
accountants are the foundation of most business interactions and 
as such they have a duty of responsibility and trust; not only to 
their clients, but to society at large. 

Accounting professionals must be bound – particularly in the 
current climate where there is a great deal of mistrust in the 
profession – to use their expertise to make the right diagnoses 
and offer the right advice. 

Ultimately, the article states, without regaining the trust society 
places in the accounting profession, the profession cannot be 
sustained. Accounting is not about technical skills alone, but also 
about professional values, attitudes and character to ensure the 
ethical behaviour of both clients and employees of the firm. 

There is little doubt that the proliferation of corporate scandals in 
recent times has led to increased scrutiny on financial reporting 
and corporate disclosure, with the result that both clients and the 
public at large are questioning the credibility and effectiveness of 
the accounting profession. To this end, it is critical for the future 
of the profession that accountants uphold and comply with the 
highest ethical standards.  

TIPS TO MAINTAIN HEALTHY CLIENT RELATIONSHIPS 

•  Invest time in building client relationships so that 
ultimately clients see you not merely as a supplier, but as 
a trusted partner in their business. This doesn’t happen 
overnight; building relationships takes patience.

•  Try to build personal relationships by taking an interest 
in the client on a personal level – and share something of 
yourself in the process. 

•  Treat every client as though they are your biggest client – 
regardless of how large or small they may be in reality.

•  Listen to what clients are telling you – take in what their 
requirements are, and provide tailor made solutions. 
Happy clients tend to make referrals. 

•  Develop an understanding of every clients’ business and 
industry.

• Agree on a strategy, goals and timelines.
•  Tension only arises when the expectations of clients are not 

being met. As such, make sure that there is clarity around 
what is expected and ensure that these expectations are 
realistic and can be met. In addition, to use an old cliché, 
rather under promise and over deliver.  

•  Once a timeline has been created, ensure that any delays 
are reported immediately. Communicating via telephone 
is preferable to email but have a solution in place before 
you call. 

• Respond promptly when clients contact you.
•  Add value by being proactive – it’s about anticipating 

clients’ needs.
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When should a struggling company liquidate or opt for business rescue? To 
determine the answer, we need a few answers to the following questions.

1. WHAT IS BUSINESS RESCUE?

Business rescue is a process of rehabilitating a business that 
is in financial distress by providing temporary supervision and 
management by a business rescue practitioner. This provides the 
business entity an opportunity to reorganise and restructure its 
affairs whilst having the protection of the law against any legal 
proceedings. 

2. HOW DOES A COMPANY GO INTO BUSINESS RESCUE?

Chapter 6 of the Companies Act 71 of 2008 identifies the following 
process to business recue proceedings:

i.  The board of directors may resolve to voluntarily begin a 
business rescue process if it has reasonable grounds to believe 
that:

 a.  The company is financially distressed and;

 b.  There appears to be a reasonable prospect of rescuing 
the company

ii.  An “affected person” (shareholder, creditor, employee 
or registered trade union of the company) can make an 
application to the High Court for an order placing a company 
under supervision and commencing a business rescue.

3. HOW DOES THE BUSINESS RESCUE PROCESS UNFOLD?

Once a company commences business rescue proceedings either 
voluntarily (section 129) or by an order of a court (on application by 
an affected person) the following actions are prescribed by the act:

•  The practitioner must investigate the affairs of the company as 
soon as possible after the commencement of business rescue.

•  Within 10 business days after being appointed, the practitioner 
must convene a meeting of the creditors and a meeting of the 
employees and advise them of the prospects of rescuing the 
company.

•  The business rescue plan, as proposed by the practitioner, 
must be published by the company within 25 days after the 
date on which the business rescue practitioner was appointed.

The business rescue practitioner must convene a meeting of the 
creditors and any other holders of a voting interest, for the purpose 
of considering the proposed plan, within 10 business days of the 
publication of the business rescue plan.

4. WHAT IS LIQUIDATION?

Liquidation on the other hand is the dissolving of a business 
entity by realising its assets and liabilities and distributing the net 
proceeds if any to the shareholders.

Company liquidation or 
business rescue?

Faith Ngwenya, Technical & Standards Executive, SAIPA

BUSINESS
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5. HOW DOES A COMPANY GO ABOUT LIQUIDATION? 

The owners of a business may voluntarily apply for liquidation of 
the business. The trigger for a liquidation is the moment liabilities 
of the business exceed its assets, the business is insolvent and 
must stop trading. The first step in the voluntary liquidation 
process is to decide on a date for the last day of trading. Once 
the date is reached, it is important to stop trading, as any income 
derived from that date onward will be for the benefit of the 
insolvent estate and thus the creditors. 

The application is submitted to the High Court of South Africa 
and the Court supplies a case number, which is delivered to 
the business’ registered address. The provisional application 
court date is set, and the application is brought by the applicant 
on a semi-urgent basis. The application entails immediate relief 
granted by the Court, which means that the creditors don’t receive 
notice of the application first. The Court grants the provisional 
order and postpones the matter to ensure that creditors receive 
notification, with the exception of SARS, who receives notification 
of the application before the set court date.

The provisional order is important, as once it has been granted, 
no creditor can take any steps to recover debt from the business. 
The matter is postponed for a period of 30 days and during this 
period, notice is sent to all relevant parties, giving them time to 
oppose the liquidation application before the Court return date. 
If no opposition is lodged during this period, the Court grants the 
final liquidation order and the business entity is liquidated. If there 
is opposition, the relevant party must submit an affidavit detailing 
the reasons for opposing the application and a trial may follow.

5. CAN THESE PROCESSES OVERLAP?

It is important to note that the business rescue should not be used 
as means to stall the liquidation process. It is possible that at the 
time of applying for business rescue it seemed as the best solution 
to address the financial distress of the entity. However soon 
after initiating the rescue it becomes obvious that the prospects 
of a successful rescue are minimum, that the business rescue 
practitioner terminates the rescue and applies for liquidation. This 
way it will save the assets of the entity from further being depleted.

6. WHAT HAPPENS TO THE DIRECTORS DURING BUSINESS 
RESCUE?

They remain the directors. However, their powers and duties 
are constricted in that the business rescue practitioner has full 
management control over the company in substitution for the 
board of the company and its pre-existing management.

In terms of section 137, the directors of the company – must 
continue to exercise the functions of a director, subject to the 
authority of the practitioner.

If any director of the company purports to take any action on behalf 
of the company that requires the approval of the practitioner, that 
action is void unless it is approved by the practitioner [section 137(4)].

As soon as practically possible after the commencement of 
business rescue proceedings, the directors of the company must 
deliver all books and records that relate to the company to the 
practitioner and which are in the directors’ possession.

Within five business days after the commencement of business 
rescue proceedings, or such longer period as the practitioner may 
allow, the directors must provide the practitioner with a statement 
of affairs containing certain information as prescribed by the act.

7. WHAT EFFECT DOES BUSINESS RESCUE HAVE ON 
EMPLOYEES?

Section 136 of the act regulates the interests of employees 
during business rescue. It provides that employees who were, 
immediately prior to the institution of business rescue, employed 
by the company will remain with the company according to the 
same terms and conditions except to the extent that changes 
occur in the ordinary course of attrition or if different terms and 
conditions are agreed between the employee and the company in 
accordance with labour laws.

8. HOW ARE THE SHAREHOLDERS AFFECTED BY THE 
BUSINESS RESCUE PROCESS?

During business rescue proceedings, an alteration in the 
classification or status of any issued shares or any other securities 
of a company, except for the transfer of securities in the ordinary 
course of business, is invalid except to the extent that the court, or 
the business rescue plan, directs otherwise.

9. HOW ARE CREDITORS AFFECTED?

Under the supervision of the business rescue practitioner creditors 
need to comply with their obligations to supply goods or services 
to the company in the same manner in which they did prior to 
the commencement of business rescue proceedings, unless the 
agreement between the company and the creditor regulates the 
relationship between the parties in the event of an insolvency or 
business rescue.

However, it is understandable that unsecured creditors and lenders 
during business rescue would be wary of continuing to service or 
supply goods to the company on the same basis on which they 
did prior to a business rescue as their claims will be satisfied last in 
accordance with the order of preference for the payment of claims 
prescribed by the act.

10. WHAT ARE THE PROS AND CONS OF BUSINESS RESCUE 
VERSUS LIQUIDATION?

Business rescue allows for the resuscitation of a company and 
provides an opportunity for the continued existence of the 
company should the business rescue be successful whereas a 
liquidation terminates the company’s existence immediately.  

“There’s no arguing that accounting 
professionals have invaluable 
expertise to provide in areas of 
accountancy such as tax planning 
and other advisory services, however 
small businesses struggling to come 
to grips with a harsh economic 
climate may not realise this.”
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Slump in Accountancy 
Pupils

SAIPA INSIGHTS

Faith Ngwenya, Technical Executive at SAIPA, says the organisation has observed a dramatic 
drop in the number of scholars taking accountancy at school. “A significant drain in accounting 
pupils now will mean far fewer accountants entering the job market down the line,” she 
cautions.

CAUSE

In an online report for Sunday Times dated July 2017, Department 
of Education spokesperson Troy Martins said feedback from 
parents and teachers indicated that students were backing off 
from accounting to avoid taking pure mathematics. If admitted 
into accounting degrees at university, students with maths literacy 
are usually are put on the extended/bridging programme and 
required to study for four years rather than three.

RESTORING THE BALANCE

Ngwenya says that pupils with an aptitude for the subject should 
be quickly identified and encouraged by their parents, teachers 
and society to pursue a career as professional accountants. 
“We need more awareness programmes aimed at helping these 
children make the right career decision as early as possible and 
stay the course throughout their studies.”

Greater involvement in education should come from business and 
government, the largest beneficiaries of a healthy accounting job 
market. Without an ample pool of talent to draw from, organisations 
of all kinds will suffer and face paying a premium to retain scarce 

financial employees or service providers. Awareness efforts should 
already begin in Grade 9 when accountancy is introduced as a 
subject and career choices begin being made.

SAIPA’S INITIATIVES

Ngwenya points to two SAIPA initiatives she believes are sound 
examples of programmes designed to boost interest in accounting 
among pupils.

First, SAIPA’s recent pilot of its Winter School concept provided 
disadvantaged scholars in the Ivory Park area with lecturers from 
universities in Johannesburg and mathematicians from Stats 
SA who helped them master mathematics, maths literacy and 
accounting. The initial run was very successful, winning enthusiastic 
backing and support from the Department of Basic Education’s 
Johannesburg East Division. We also held a ten-day revision 
session on the three subjects for the Grade 12s in Alexander and 
Ivory Park during the Sept/Oct school vacations.

Second is SAIPA’s annual National Accounting Olympiad, a 
competition into which schools from around the country may enter 
their pupils. The contest builds a sense of achievement, creates 
awareness about SAIPA’s values, and inspires interest in accounting 
as a long-term career.

“We hope to expand both programmes to as many schools as 
possible, eventually extending them down to Grade 9 to create 
early momentum,” reports Ngwenya. Organisations interested in 
sponsoring or offering support for SAIPA’s efforts can contact the 
Institute’s head office for more information. 

“Without an ample pool of talent 
to draw from, organisations of all 
kinds will suffer and face paying a 
premium to retain scarce financial 
employees or service providers.”
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Addressing the shortage of 
professional accountants in 
public sector
A lack of knowledge of legislation and skills, poor fund monitoring and inadequate 
management of financial policies have been cited as some of the root causes of wasteful 
spending in South Africa’s public sector. 

T o better equip government institutions, National 
Treasury, in conjunction with SAIPA and FASSET, the 
Finance and Accounting Services Sector Education 
and Training Authority (Seta), has invested in a pilot 

programme aimed at upskilling accountants to assist the public 
sector in their financial planning, coordination and reporting.

“The Public Management Internship Programme has been 
tailored to train and upskill accountants to take up positions within 
government institutions. These accountants are trained according 
to the needs of public sector institutions and SAIPA’s training is 
ensuring that upon graduating, the accountants are capable, 
competent and prepared,” says Rashied Small, Executive: 
Education, Training and Membership at SAIPA.

NATIONAL ROLLOUT OF THE SUCCESSFUL TRAINING 
PROGRAMMES

The programme was initially launched for the Gauteng Treasury, 
with 20 graduates enrolling for the first programme. Upon 
successful completion, 18 of the 20 graduates in the Gauteng 
group of learners have been successfully absorbed into the public 
sector as competent accountants. 

“The success of the first group led to National Treasury approaching 
us to find out how we could launch this programme on a broader 
scale. The programme has now launched in Mpumalanga and the 
Northern Cape,” says Small.

In April 2018, 10 leaners in Nelspruit, Mpumalanga, enrolled in the 
Programme and 10 learners in Kimberly, Northern Cape, enrolled 
in July. The enthusiasm of National Treasury, MECs and CFOs 
is helping more local governments invest in the much-needed 
training of professional accountants.

WHAT DOES IT TAKE TO BE AN ACCOUNTANT IN THE 
PUBLIC SECTOR?

The joint agreement consists of SAIPA providing a full three years 
of training to the learners, with the learners attending 2 – 3 days of 
training with SAIPA educators per month over the course of three 
years. The prerequisite for learners to enroll in the programme is 
having completed a degree in accounting. 

“The training modules that SAIPA has set out has been specifically 
aligned to meet National Treasury’s minimum competency levels. 

We designed the accounting training to cater towards the public 
sector’s needs, but also to ensure that learners are mobile if they 
choose to move into the private sector in the future,” says Small.

One of the key focus areas of the programme is upskilling learners 
on GRAP, which is the Generally Recognised Accounting Practice 
for public sector departments. Another competency that learners 
need to complete throughout the course is a module on supply 
chain management, which trains learners to be proficient and 
capable in the financial management of evaluating and allocating 
tenders.

“We spend a lot of time teaching learners the intricacies involved 
in maintaining strict control over the allocation of government 
funds. They learn how to identify and mitigate fruitless and 
wasteful expenditure. I believe that this is where graduates of 
our programme will be able to add a lot of value. Learning how 
to investigate and mitigate wasteful expenditure in government 
departments is something that our entire country will benefit 
from,” concludes Small.  

“Without an ample pool of talent 
to draw from, organisations of all 
kinds will suffer and face paying a 
premium to retain scarce financial 
employees or service providers.”
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SAIPA INSIGHTS

Those wanting to pursue accounting as a career may be wondering 
whether it’s better to get a degree or a diploma. After all, you can 
become an accountant either way, right? 

I t’s not that simple, says Professor Rashied Small, Executive: 
Education, Training and Membership at SAIPA. “Learners 
should rather ask themselves how far they want to go and 
how soon they want to get there, not how quickly they can 

get started,” he advises.

TO DEGREE OR NOT TO DEGREE

There are many levels to accounting and whether to study a 
degree or diploma depends on the level at which you want 
to practice. The more advanced your qualification, the more 
technically complex the duties with which you’ll be entrusted and 
the greater the reward you’ll enjoy for your expertise.

For example, bookkeepers can perform all duties to trial balance 
but no more. Accounting technicians can compile reports but 
not sign them off or interpret their implications to a business. 
Full-function accounting designations, like SAIPA’s Professional 
Accountant (SA), can perform all accounting duties except external 
auditing and can act as business advisors to their employers or 

clients. “Decide which level you want to work at and follow the 
appropriate study path,” says Small.

TIME TAKEN

To become a Professional Accountant (SA), you need a Grade 12 
with a university pass in maths and accounting. You’ll study for 
three years toward your degree and then complete three years of 
practical training at a company registered as a SAIPA approved 
training centre (ATC). It also takes up to three years to complete a 
diploma at college, although you only need a Grade 10 to register. 
However, if you really want to be a professional accountant, you 
would have to study again to catch up to the required qualification 
and get the same practical training. In effect, you’ll take longer 
studying than is necessary and spend more money in the long run. 

DIFFERENT QUALIFICATIONS

To get an idea of the difference between a degree and a diploma, 
you can look at their NQF levels. Under the framework of the 

Accounting Degree or Diploma? 
Which	is	better?
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South African Qualifications Authority (SAQA), a diploma 
is an NQF level 6 qualification while a degree is level 7. 
Professional Accountant (SA) is an NQF 8, making it 
equal to an honours degree. When seeking employment 
or running your own practice, you’ll realise that both 
employers and clients, many degree holders themselves, 
are acutely aware of this distinction. If you have a diploma, 
you could be outmatched by competitors who have more 
advanced qualifications. 

Ultimately, it comes down to what employers and clients 
can demand from their upper level accountants. Diploma 
holders may find work as full accountants with smaller 
companies but might have to take a demotion to work 
at larger organisations offering better benefits. If self-
employed, they will be hard pressed to win business from 
financial managers who expect their vendors to have a 
degree.

MUST YOU BE A CHARTERED ACCOUNTANT?

On the opposite end of the spectrum, you can be 
overqualified. A chartered accountant (or CA as they are 
commonly known) is often mistaken as the only accounting 
designation. CAs perform all accounting functions with the 
addition of external auditing. This specialisation requires 
extra training that doesn’t fit with many students’ career 
goals.

“I’d advise anyone who intends to study accounting to 
review their options carefully,” cautions Small. “For most, 
SAIPA’s path to becoming a Professional Accountant (SA) is 
better suited to their desired outcomes.”

RETURN ON INVESTMENT

A national diploma has its place but offers limited prospects 
for those who aspire to the professional and personal 
rewards of being a full-function accountant. “If you want to 
be an accountant, think like an accountant,” advises Small. 
“Invest heavily in your career now, and you’ll see a bigger 
return much sooner. There are no shortcuts.”  

“When seeking employment 
or running your own practice, 
you’ll realise that both 
employers and clients, many 
degree holders themselves, 
are acutely aware of this 
distinction.”



P eople go to great lengths to protect their names because 
it represents your identity and belonging. We attach our 
name, through signature, as a promise that we will fulfil 
our promises and ensure our name is good for credit and 

with our professional bodies, because we don’t want to have a 
blemish against it. It is everything, we are encapsulated in a first, 
sometimes middle, and last name.

When we attach our name to a professional designation, we 
associate ourselves with the values of that organisation. We 
are often judged by the decision of others carrying the same 
designation and we become protectors of the designation as a 
result of our affiliation. 

THE FIRST IMPRESSIONS SET THE STAGE FOR FUTURE 
INTERACTIONS

Imagine that two people are starting work at an accounting 
practice on the same day. The one person has the designation 
‘Professional Accountant (SA)’ behind his name. The other person 
is just an accountant. It is evident that over the course of the next 
two plus years of their career, the person with the designation has 
a better earning potential and more opportunities. 

A DESIGNATION AFTER YOUR NAME PLACES YOU IN A 
PRESTIGIOUS POSITION

Another factor is that when networking we identify very strongly 
with our designations and they are an important part of the 
baggage that we associate with ourselves. A designation is an 
important part of one’s identity and this importance should not be 
taken for granted. Designations give us a sense of belonging to 
a particular “family”, “clan” and “region” and this inspires us to 
emulate our personalities towards the values of the family.

The designation ‘Professional Accountant (SA)’ carries its own 
weight. You should wear it with pride and ooze confidence because 
you belong to a family that takes professionalism, integrity and 
excellence very seriously.

The designation ‘Professional Accountant (SA)’ is a trademark and 
therefore this cannot be abbreviated under any circumstances. Be 
proud to call yourself a Professional Accountant (SA). 

#SAIPAproud 

Often the first piece of information we have about a person is their name. Your name 
could, through a process, be changed but for most of us we only ever have one. It 
symbolises you as a person. 

WHAT IS IN A 
DESIGNATION?
Aysha Naino and Ragiema Thokan-Mahommed, SAIPA’s Legal, Ethics and Compliance Department

SAIPA INSIGHTS
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The modern accounting landscape is more than just a number crunching game. It transcends 
traditional career boundaries and expands into all facets of the South African financial context 
and beyond. Today, a Professional Accountant (SA) aims for value creation for businesses, 
wealth creation for investors/owners and of course, the ultimate goal of sustainable economic 
growth. SAIPA encompasses those objectives across private practices, corporate, public and 
education sectors. The South African Institute of Professional Accountants has more than  
35 years of experience to make meaningful contributions to your career, as well as the 
accountancy profession as a whole.

www.saipa.co.za

future of

Accounting
The



ETHICS

“Incentives motivate behaviour, and some inducements can be a powerful incentive to 
unethical behaviour,” IESBA Chairman Dr Stravos Thomadakis.

INDUCEMENTS 
– The greys between the gestures
Ragiema Thokan-Mahomed and Aysha Naino, SAIPA’s Legal, Ethics and Compliance Department

T he IESBA code was recently revised to include stronger 
mechanisms pertaining to the offering and accepting of 
inducements by Professional Accountants (SA). This is 
a welcomed addition which compliments the NOCLAR 

provisions.

The newly revised standard seeks to clarify the importance for all 
professional accountants, in business and in practice, to be alert 
and mindful of their role in accepting various forms of inducements. 
In an attempt to have professional accountants understand and 
comply with laws and regulations that prohibit the offering or 
accepting of inducements in certain circumstances, such as those 
related to bribery and corruption.

One may ask the question as to how bribery and corruption 
could come between a client appreciating “exceptional” services 
rendered to him and the accountant, the receiver of the gift. Why 
should this gesture cause concern? 

It is imperative for the Professional Accountant (SA) to take three 
factors into account before accepting a gift:

1. The timing of the perceived inducement,

2. The reputation of the offeror, and

3. The degree of transparency.

Whether or not a gifts policy is in place, the accountant cannot rely 
on the application of the policy if they know that there will be a 
quid pro quo thereafter.

The rules of inducements create a great level of transparency. It is 
easy for those who enjoy inducements to dismiss this standards’ 
prohibitions as a radical rule or despondent spoilsports, hence 
it is vital that Professional Accountants (SA) understand these 
prohibitions properly to appreciate the conditions by which it 
comes about.

Do we touch, pause and engage adequately when it comes to 
our clients’ behaviours? What forces underly their actions? Do you 
leave everything and rush to help him because he took you out for 
a great lunch? Or gave you tickets to that concert you have had 
your eye on for months?

Offering or accepting inducements may result in threats to the 
fundamental principles like self-interest, familiarity or intimidation 
which may affect your objectivity, integrity and ability to act with 
due care.

CASE STUDY

A client takes the Professional Accountant (SA) out to 
sporting events and as time goes by, according to the 
client, favours need to be paid back. There will come a time 
when the client may influence the Professional Accountant 
(SA) to amend his (clients’) financials to be in his favour, in 
accounting terms, to ”cook the books” so that he may obtain 
a good loan from the bank.

Referring to the above situation we can identify that there 
will be a breach of at least two of the fundamental principles 
of objectivity and integrity. The devil is in the detail and he 
never lures you without pain and suffering. 

The general rule is that inducements received cannot be 
retained by the receiver. However, there are sometimes 
exceptions to the general rule. In a situation when the gift 
is presented with the intention to enhance the quality of the 
service to the client and this does not impair compliance 
with the firm’s overriding duty to act honestly, fairly and 
professionally in accordance with the best interests of 
the client. Often, employees may not be aware that there 
is a motive behind an inducement. It is imperative that 
Professional Accountants (SA) clearly set standards regarding 
inducements in their practice and educate their staff on the 
pitfalls once a policy has been established. 

We may assume that intimidation is a visible threat and we will 
see it coming from afar but when family is involved, situations 
tend to be even more difficult. It proves to be further 
problematic when your clients are your two demanding 
sisters who expect you to be the accounting super hero of all 
time. If you have a partner in the practice, it would be in your 
best interest to pass your siblings on to him/her or rather, to 
any other Professional Accountant (SA), as ones objectivity 
can be highly clouded due to intimidation.
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WHAT ACTIONS ARE REQUIRED OF PROFESSIONAL 
ACCOUNTANTS (SA) IN SITUATIONS OF INDUCEMENT?

Informing senior management or those charged with governance 
of the employing organisation of the Professional Accountant (SA) 
or the offeror regarding the offer; amending or terminating the 
business relationship with the offeror if he/she insists on giving the 
inducements. Employees must also be informed of procedures 
that need to be followed should they be in an “inducement 
receipt” situation.

The new rules apply from June 2019 and are likely to require 
firms to undertake significant preparatory work prior to the above 
stated date.

The determination of whether there is actual or perceived intent 
to improperly influence behaviour requires the exercise of 
professional judgment. 

RELEVANT FACTORS TO CONSIDER MAY INCLUDE:

•  The nature, frequency, value and cumulative effect of the 
inducement.

•  Timing of when the inducement is offered relative to any action 
or decision that it might influence.

•  Whether the inducement is a customary or cultural practice in 
the circumstances, for example, offering a gift on the occasion 
of a religious holiday or wedding.

•  Whether the inducement is an ancillary part of a professional 
activity, for example, offering or accepting lunch in connection 
with a business meeting.

•  Whether the offer of the inducement is limited to an individual 
recipient or available to a broader group. The broader group 
might be internal or external to the employing organisation, 
such as other customers or vendors.

•  The roles and positions of the individuals offering or being 
offered the inducement.

•  Whether the professional accountant knows, or has reason to 
believe, that accepting the inducement would breach the policies 
and procedures of the counterparty’s employing organisation.

• The degree of transparency with which the inducement is offered.

•  Whether the inducement was required or requested by the 
recipient.

• The known previous behaviour or reputation of the offeror.

The offering or accepting of inducements that is not prohibited by 
laws and regulations might still create threats to compliance with 
the fundamental principles. A breach of the fundamental principle 
of integrity arises when a professional accountant offers or accepts, 
or encourages others to offer or accept, an inducement where the 
intent is to improperly influence the behaviour of the recipient or 
of another individual.

Examples of actions that might be safeguards to address such 
threats created by offering or accepting such inducements include 
the below (Refer to sec 330.3 of the IESBA):

•  Being transparent with senior management or those charged with 
governance of the employing organisation of the Professional 
Accountant (SA) or of the counterparty about offering or 
accepting an inducement.

•  Registering the inducement in a log maintained by the 
employing organisation of the Professional Accountant (SA) or 
the counterparty. 

•  Having an appropriate reviewer, who is not otherwise involved in 
undertaking the professional activity, review any work performed 
or decisions made by the professional accountant with respect 
to the individual or organisation from which the accountant 
accepted the inducement. 

•  Donating the inducement to charity after receipt and 
appropriately disclosing the donation, for example, to those 
charged with governance or the individual who offered the 
inducement.

•  Reimbursing the cost of the inducement, such as hospitality, 
received. 

•  As soon as possible, returning the inducement, such as a gift, 
after it was initially accepted.

The success of any inducement or gifts policy is heavily reliant on 
the support of the leaders of the practice and further, an ethical 
practice prides itself on maintaining a positive ethical culture that 
is aligned to the required fundamental principles as noted in the 
IESBA. 

Reference: IESBA – REVISIONS OF THE CODE PERTAINING TO THE OFFERING 
AND ACCEPTING OF INDUCEMENTS 

“A breach of the fundamental 
principle of integrity 
arises when a professional 
accountant offers or accepts, or 
encourages others to offer or 
accept, an inducement where 
the intent is to improperly 
influence the behaviour of 
the recipient or of another 
individual.”
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STAFF PROFILE#1000 BRAND AMBASSADOR 

Babalo Mbono
Accountant, Mazars

The Brand Ambassador Programme is SAIPA’s referral marketing strategy aimed at growing 
SAIPA’s membership base. The programme gives ambassadors special incentives to help 
SAIPA meet its growth and transformation targets. The campaign was launched in November 
2017, with a target of recruiting 1 000 ambassadors by 2020. We have had a positive response 
from our members to join the ambassador programme. In this issue, we profile two of our 
ambassadors, Professional Accountants (SA), Babalo Mbono and Trevor Mvundura.

#1000 BRAND 
AMBASSADOR

Please tell us about your professional life
I am an Accountant at Mazars Cape Town. 
I completed my SAIPA training at Invictus 
Chartered Accountant (SA) in Durban and 
passed the PE exams in 2015.
 
How long have you been a SAIPA 
member?
I joined SAIPA as a trainee in 2012 and it’s 
nearly three years as a full member.
 
What got you interested in accounting 
and becoming a Professional Accountant 
(SA)?
I have a love and passion for business, and 
accounting carries great opportunities 
of becoming a business leader or 
entrepreneur.

 
As a #1000 brand ambassador assisting 
SAIPA to create awareness of its 
designations, please share some of your 
plans on how you are going to achieve 
this?
By visiting schools and universities; 
encouraging learners and students to 
explore and be aware of SAIPA, what the 
profession offers and what opportunities 
are available once you become a 
Professional Accountant (SA).
 
What do you think are the biggest 
challenges facing the profession?
I think the more should be done in 
marketing and promoting the profession 
and educating employers as to what skills 

and values a Professional Accountant (SA) 
brings to businesses.
 
What do you love about the profession?
It brings great opportunities to work in 
different industries and you can be your 
own boss.   
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STAFF PROFILE#1000 BRAND AMBASSADOR 

Trevor Mvundura
Finance Manager, THINK: Tuberculosis 
& HIV Investigative Network

Please tell us about your professional life
My professional life is a mixture of basic things and boardroom 
things. I don’t cap my professionalism to just boardroom 
meetings but also involve myself in operational solutions for my 
organisation to improve efficiency and accountability. 

I hold a BCom Accounting and Post Graduate in Internal Auditing 
from Nelson Mandela University. I am a prospective MBA student 
looking to commence my studies this year. I completed my three 
years of articles at KFS Group in Kloof, Durban after I qualified as 
a Professional Accountant (SA).

I am a financial manager for a non-for-profit organisation, 
THINK TB & HIV Investigative Network that helps come up with 
innovative treatment solutions for the top most plaguing diseases, 
not only in KZN but in South Africa as whole (HIV/AIDS/TB). I am 
responsible for accountability to global funders and manage a 
finance team of six. I am part of the executive management team 
for the organisation and I also mentor article clerks, encouraging 
them to finish and register, further expanding the profession.

How long have you been a SAIPA member? 
• Full member: 1 year 2 months 
• Trainee Accountant: 3 Years 

What got you interested in accounting and becoming a 
Professional Accountant (SA)?
Accountability, integrity and transparency were ingrained in me 
growing up. We all had to do our homework on time and catch our 
school bus on time – basic stuff really. I then found out that there 
is a profession that represents all the values that I had embraced 
while growing up. And hence came my passion for accounting. 

Through my varsity years I learnt that accountants are not just 
involved in number crunching but are also involved in every 
single aspect that involves running a profitable and efficient 
business. From being accountable for your receipts and invoices 
(basic bookkeeping tasks), to mapping sustainable solutions for 
businesses for better financial management. 

Being able to change the world through designing better 
financial management systems assisted me in making the choice 
to become a Professional Accountant (SA).

As a #1000 brand ambassador assisting SAIPA to create 
awareness of its designations, please share some of your plans 
on how you are going to achieve this? 
My plan is to create awareness to promote the career of a 
Professional Accountant (SA) and SAIPA, starting from high schools 
in disadvantage communities. I feel that most students leave high 

school without proper information about career choices. My plan 
is to promote SAIPA in schools and to motivate young students 
to like accounting and recruit more black students to participate 
in the National Accounting Olympiad. 

I will also look to target professional people who have experience 
in accounting but are not yet registered accountants. My aim is 
to inform them of the options SAIPA provides in advancing their 
career and help them enrol in programmes like SAIPA’s Project 
Achiever. 

I also plan to promote awareness of SAIPA in colleges, universities, 
accounting firms, business and recruitment agencies. 

What do you think are the biggest challenges facing the 
profession? 
Change in technology is one of the biggest challenges the 
accounting profession is facing. 

What do you love about the profession?
I love how the profession is growing worldwide. The ever-
changing aspects of the profession brings the good challenges 
to kept it exciting. Personally, the profession gives us opportunity 
to be involved in big decision-making in business. I always find a 
way of changing the world through finance, which is why I work 
for a non-profit organisation.  
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STAFF PROFILE

Tell us a little about yourself
I was born in Johannesburg and grew up here for most of my 
life. I am a very happily married mom of four beautiful children; 
two boys and two girls. We are a very close-knit Christ-centered 
family. I joined SAIPA in April 2018 and have been involved in 
the NPO space for the last seven years. I am a very bubbly and 
outgoing person who grabs each opportunity given to me with 
both hands. I strive to make a positive impact in the lives of every 
person that I come into contact with.

What do you do at SAIPA?
I am the Projects and Events Manager at SAIPA. A large part 
of my portfolio is to manage the CPD (Continuous Professional 
Development) Coordinators to ensure that the CPD programme 
runs smoothly. I am also responsible for project managing all the 
events at SAIPA from career days at universities to exhibiting at 
accounting exhibitions and indabas and also the big events such 
as Top Achiever Awards and the Budget Breakfast.

What is the best part of your job? 
Being an event planner is a hugely rewarding job. Taking months 
of planning and seeing it come to fruition in a tangible, real form 
is honestly an exhilarating, addictive experience. It’s a job which 

involves huge responsibility, but it gives as much as it takes from 
you. I have found event planning to be a very fulfilling career, one 
which over the years has allowed me to travel extensively, meet 
new and exciting people, work on a huge variety of different 
types of events, explore my creative side, and learn a myriad of 
different skills. As an events manager you never stop learning, 
each event teaches you something new – it’s what makes the 
industry so exciting and dynamic. Once you’ve planned events 
for a living, any other job would just be boring.

What are some of the more challenging aspects of your job?
The more events and meetings you plan, the greater number of 
people and teams you’ll need managing specific events. Some 
will be under your authority and some will not. There will also be 
people at different operational levels responsible for different 
parts of the event. This proves challenging at times when you are 
waiting on others to fulfil tasks before you can complete yours. 
The other challenge is to try and keep everyone happy which is 
absolutely impossible.

What are your thoughts on the South African accounting sector 
as a whole and SAIPA’s role in it?
I think the South African accounting sector has been through 
several ups and downs in the last year and it has taken its toll 
on the profession as a whole. SAIPA has a huge role to play 
in growing the profession from high school level upwards. By 
giving these thought leaders and their work the recognition 
they deserve beyond academia, new insights into the field of 
accounting science can find their way to practical application in 
the business world. 

Who do you admire? 
My mom is a big role model in my life. She has always been a 
very positive influence and my biggest supporter. Growing up 
with her as a single parent, she went out of her way to ensure that 
we had everything we needed even though she went without at 
times. My other role model is Maya Angelou and a quote of hers 
that I live by daily is “People will forget what you said. People 
will forget what you did but people will never forget how you 
made them feel!”

What do you do for fun?
My husband is an avid biker, so I often go out on the motorbike 
with him. We are very involved in outreaches with motorcyclists as 
a family. Our children are our first priority so most of the weekend 
is taken up with being taxi to all their extra mural activities, but I 
absolutely love being a mom.

Any personal goals or future plans you’d like to share with us?
My dream is to pursue entrepreneurship in the years to come. I 
am also looking at branching out into other fields at this stage. 
We will see what the future holds. 
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BRAND AMBASSADOR 
PROGRAMME

FOR MORE INFO: Lebo Kholoane, Marketing Manager. 
Email: lkholoane@saipa.co.za | Tel: +27 (0)11 207 7840

 As a SAIPA ambassador, when you refer a minimum of two members and two 
trainees who successfully join SAIPA, you will start to earn benefits towards 
your CPD costs and annual membership fee

 The Programme gives ambassadors special VIP treatment and incentives to 
help SAIPA meet its growth and transformation targets

 SAIPA will provide you with the tools to be an effective brand ambassador eg. 
marketing collateral, new member forms, etc

 The programme is code named #1000 Ambassadors

requirements applicable
 Act as a conduit or link between SAIPA and members in your region
 Introduce Recruitment Agencies in your region to SAIPA
 Assist SAIPA staff in your region to drive the following programmes:

• SAIPA Winter School Camps
• Young Professionals Forum
• University Exhibitions
• Career Expos & Career Days

 The Brand Ambassador Programme is SAIPA’s referral marketing 
strategy aimed at growing SAIPA’s membership base

 The target is reaching 1 000 ambassadors in 2020, with an 
additional 10% growth each year

 Recruit new members into SAIPA (either trainees or full 
members) – a minimum of two per year

 Represent SAIPA at ABASA events in your region – ABASA 

WHAT IS THE SAIPA 
BRAND AMBASSADOR 
PROGRAMME?

WHAT DOES SAIPA 
EXPECT FROM YOU?

AS A #1000 AMBASSADOR, YOU STAND 
A CHANCE TO RECEIVE DISCOUNTS ON 
YOUR MEMBERSHIP AND CPD FEES, AS 
WELL AS FREE ATTENDANCE AT SOME OF 
SAIPA’S FLAGSHIP EVENTS.

IT’S THAT 
SIMPLE!

WHAT’S IN IT FOR YOU?

www.saipa.co.za  



When a brief pause  
doesn’t slow your progress
The best ideas come when your head is out of the books.

Xero automates the mundane busywork that gets in the way, 
so Ian can take five and keep his practice running at a 10.

Find out more at xero.com

Ian Meaker,  
Creative CFO


