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• constantly chasing your clients for their accounting data?
• your office having to support many different versions of accounting software?
• spending unbillable time with data transfers?
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The Companies and Intellectual Property Commission 

(CIPC) has raised concerns that independent 

review practitioners are not complying with the requirements 

of Regulation 29 of the Companies Regulations, 2011. The 

concerns raised are twofold; independent review practitioners 

are either not reporting Reportable Irregularities as required 

in terms of Regulation 29, or practitioners send the first report 

but do not send the follow up report as required in terms of  

Regulation 29(8)(c). 

In response to the concerns raised, CIPC has issued a Practice 

Guideline which outlines the process to be followed by 

independent review practitioners in the performance of an 

independent review. This article aims to provide further practical 

guidance on the reporting requirements contained in Regulation 

29 of the Companies Regulations, 2011, as well as highlight other 

practical difficulties being experienced in applying and complying 

with the reporting requirements. 

Who can perform independent reviews? 

Regulation 29(4)(a) of the Companies Act Regulations, 2011 states 

that for companies with a public interest score of  100-349, an 

independent review must be carried out either by registered 

auditors or by members in good standing with a professional 

body accredited in terms of section 33 of the Auditing Profession 

Act, 2005. 

Legal opinion confirmed that other members in good standing 

include members where there are no outstanding membership 

fees and there are no disciplinary proceedings pending 

against the member.  The South African Institute of Chartered 

Accountants is accredited as a professional body in terms of 

section 33 of the Auditing Profession Act, 2005 and therefore 

a Chartered Accountant (SA) (CA (SA)) is permitted to perform 

independent reviews. 

When a company has a public interest score of less than 

100, an independent review must be carried out by a person 

contemplated above, or by a person who is qualified to be 

appointed as an accounting officer of a close corporation in 

terms of Section 60 (1), (2) and (4) of the Close Corporation Act, 

1984. In this regard the following other professional bodies are 

also recognised under Section 60 of the Close Corporation  

Act, 1984:

a. The Southern African Institute of Chartered Secretaries and  

 Administrators (ACIS/FCIS)

b. The Chartered Institute of Management Accountants (CIMA)

c. The South African Institute of Professional Accountants 

  [Professional Accountant (SA)]

d. The Chartered Association of Certified Accountants (ACCA)

e. The Institute of Administration and Commerce of Southern  

 Africa (IAC)

f. The South African Institute of Business Accountants (SAIBA)

g. The Members of the Chartered Institute for Business   

 Management (SAIBA) (only certain members)

h. The Southern African Institute of Government Auditors   

 (SAIGA) (members are not currently exercising  

 independent reviews)

Any person performing an independent review is required to 

ensure that they have the professional competence to carry out 

the engagement. 

Responsibility of the Independent Reviewer 
to report Reportable Irregularities

An independent reviewer of a company that is satisfied or has 

reason to believe that a reportable irregularity has or is taking 

place, must, without delay, send a written report to CIPC. A 

reportable irregularity is defined in regulation 29(1)(b) of the 

Companies Regulations, 2011 as follows:

Any act or omission committed by any person responsible for the 

management of a company, which:

 Unlawfully has caused or is likely to cause material financial  

 loss to any member, shareholder, creditor or investor of the  
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 company in respect of his, her or its dealing with that entity, or

 Is fraudulent or amounts to theft, or 

 Causes or has caused the company to trade under  

 insolvent circumstances.

What does all of the above mean?

A person responsible for the management of a company 

is interpreted as a person responsible for or who regularly 

participates to a material degree in the executive control  

over and management of the whole or a significant portion  

of the business. Examples of executive management’s  

responsibility include:

 Setting the strategic objectives and operational policies of  

 the company; 

 Allocating resources within the company to achieve the  

 strategic objectives and support the operational policies of  

 the company; or 

 Selecting accounting policies, reviewing and authorising the  

 financial statements, and authorising the personnel to act  

 within predefined guidelines and frameworks. 

In assessing whether there has been material financial loss, the 

concept of materiality should be applied within the context of 

the absolute financial loss caused and not the level of materiality 

applied for the purposes of the independent review engagement. 

The independent reviewer is required to exercise his/her 

professional judgment and consider other factors, such as the 

relative size of the loss and the relevant nature and circumstances 

in setting the materiality level. The independent reviewer does 

not assess any loss on a net basis and therefore should not take 

into account any benefit from an unlawful act, such as obtaining 

the benefit of a lucrative contract after paying a bribe in order to 

secure the contract.

The is fraudulent or amounts to theft element requires that 

the independent reviewer exercise professional judgment to 

determine whether an unlawful act or omission constitutes fraud 

or theft, irrespective of whether the act or omission concerned has 

given rise to material financial loss or potential financial loss. Fraud 

would be considered in the context of the legal definition of fraud, 

namely the unlawful and intentional making of a misrepresentation 

which causes actual prejudice or which is potentially prejudicial to 

another. Theft has been defined as the unlawful and intentional 

appropriation by a person of another’s property. In cases of 

uncertainty the independent reviewer should consider obtaining 

professional or legal advice.

The final reportable irregularity criterion is causes or has caused 
the company to trade under insolvent circumstances. It is 

important to consider the meaning of insolvent circumstances 

that has caused some uncertainty in practice. To date, the CIPC 

has not issued any additional guidance (e.g. a practice note) 

in this regard. In the absence of such, insolvent circumstance 

must be interpreted to mean both commercial and factual 

insolvency and the independent reviewer is therefore required to 

report a reportable irregularity to CIPC if either of the insolvent 

circumstances exists. 

Time frame  

for reporting

The independent reviewer must, 

without delay send a report. 

In interpreting the meaning of 

without delay, one would apply the 

reasonable reviewer test, i.e., the time a 

reasonable reviewer would take to report the irregularity 

once he or she is satisfied or has reason to believe that the 

reportable irregularity has taken or is taking place. 

Within three business days of the independent reviewer sending 

the report to CIPC, he/she is required to notify the members of the 

board in writing of the submission of such report, including the 

provisions of Regulation 29 of the Companies Regulations, 2011. 

This notice must be accompanied by a copy of the actual report 

submitted to CIPC. However, this is not the end of the reporting 
process. The independent reviewer is then required to send a 

second report to CIPC.

As soon as reasonably possible but no later than 20 business days 

of sending the first report to CIPC the independent review must take 

all reasonable measures to discuss the reportable irregularity with 

the members of the board and afford the members of the board an 

opportunity to make representations in respect of the report. 

The independent reviewer is further required to send a second 

report to CIPC, which includes a statement that the independent 

reviewer is of the opinion that:

 No reportable irregularity has taken place or is taking place; or

 The suspected reportable irregularity is no longer taking place  

 and that adequate steps have been taken for the prevention  

 or recovery of any loss as a result thereof, if relevant; or

 The reportable irregularity is continuing. 

The second report must contain detailed particulars and 

information supporting the statement so made. 

In closing

The independent reviewer is not required to design procedures to 

detect reportable irregularities but must consider all information 

which comes to the independent reviewer’s attention from any 

source in considering whether a reportable irregularity exists. 

All CA(SA)’s are required to comply with the SAICA Code of 

Professional Conduct, which defines five fundamental principles 

by which we as professionals are bound, namely integrity; 

objectivity; professional competence and due care; confidentiality; 

and professional behaviour. In the event of the independent 

reviewer not complying with Regulation 29 of the Companies Act 

Regulations, 2011 and any person lodges a complaint with SAICA, 

such complaint will be considered against the Code of Professional 

Code and the necessary disciplinary action will be taken.

Please visit SAICA’s independent review webpage 

where members can access the relevant CIPC 

Practice Guideline, as well as SAICA Circular 4/2014 

(Revised) that provides illustrative reportable 

irregularity letters for independent reviews. 
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Members have recently bemoaned many 

an objection which has been 

rejected by the South African Revenue Service (SARS) on 

the basis of being invalid due to a claim that no supporting 

documents were submitted. The reasons why the alleged 

supporting documents did not reach SARS are plenty, from 

SARS’ system not working properly to questions being posed of 

SARS’ procedure in actually requesting supporting documents 

that they actually want and not generic information. Last but not 

least there are those who just don’t submit what was requested, 

whether by negligence or otherwise, to the great frustration  

of SARS. 

However, this begs the question whether this practice is the 

correct application of the law and whether this falls within the 

scope of being invalid.  

The procedure for objections is prescribed in the Rules 

promulgated under section 103 of the Tax Administration Act 

(‘the TAA’).  As a starting point, the first consideration as to when 

an objection is ‘invalid’ is rule 7(4), which states:

“Where a taxpayer delivers an objection that does not comply 
with the requirements of sub rule (2), SARS may regard the 

objection as invalid and must notify the taxpayer accordingly 

and state the ground for invalidity in the notice within 30 

days of delivery of the invalid objection…” (own emphasis). The 

relevant portion of ‘sub rule 2, which deals with supporting  

documents, states:  

“A taxpayer who lodges an objection to an assessment must 

specify the grounds of the objection in detail including the 
documents required to substantiate the grounds of objection 
that the taxpayer has not previously delivered to SARS for 

purposes of the disputed assessment…” (own emphasis).

The above rule therefore merely requires that the taxpayer 

state, in the grounds of objection, the documents required 

to substantiate the objection and only to the extent that the 

taxpayer has not previously provided such documents. It does 

not require delivery of such documents with the objection. For 

example, if SARS has disallowed input Value Added Tax (VAT) on 

the basis that no invoice existed, then referring to the relevant 

invoice in the objection is sufficient. 

Should SARS require the documents to be produced as referred 

to by the taxpayer in the objection, rule 8(1) applies, which states:

“Within 30 days after delivery of an objection, SARS may require 

a taxpayer to produce the additional substantiating documents 

necessary to decide the objection.”

The ’additional documents’ refers to the documents ’not 

previously delivered’ (e.g. during the ‘verification’ or audit stage) 

as per rule 7(2)(c)(iii). 

Suppose, for example, that SARS disputes a taxpayer’s ownership 

of a fixed property. The taxpayer, in the Notice of Objection, 

need only refer to the property title deed and register number. 

Subsequent to that, SARS may then request delivery of the 

documents, which the taxpayer must then duly send to comply 

with rule 8(1).

So what if the taxpayer does not comply? 

The SARS remedy for non-compliance in rule 9 states: 

“SARS must notify the taxpayer of the allowance or disallowance 

of the objection and the basis thereof under section 106(2) of the 

Act within – 

(b)  Where SARS requested supporting documents under rule 8,  

 45 days after-   

 (i)  Delivery of the requested documents; or

 (ii)  If the documents were not delivered, the expiry of the  

  period within which the documents must be delivered.”

Therefore, where no additional documents were delivered as 

requested in terms of rule 8, and SARS is still convinced that the 

assessment should stand as the onus in section 102 of the TAA 

was not met (or for any other valid reason), it must disallow the 

objection. SARS cannot prevent the objection by declaring it 

invalid per rule 7(4). 

So if this does happen to you what should you do?

There are in essence 3 remedies available namely:

 Lodge a complaint with the SARS Complaints  

  Management Office (CMO) as this is a procedural matter; 

  Take the matter to the Tax Ombud thereafter or if  

  compelling circumstances exists, directly to the Tax  

  Ombud (e.g. threat of collection due to no dispute);

  Apply to the Tax court in terms of rule 56 to compel SARS  

  to abide by the dispute rules. 

Those who by negligence or spite withhold documents from 

SARS should however be warned to tread lightly, as you may 

win the battle but not the war as section 234(h)(i) of the TAA 

criminalises such refusals. Furthermore, such actions just 

create more compliance hurdles for compliant taxpayers and 

practitioners and will win you little sympathy should the matter 

be raised in any subsequent proceedings at SARS or elsewhere. 

Invalid objection: Does it  include non-submission 
of supporting documents?

Lesedi Seforo
Project Manager: Tax
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SURVEY

For the fifth consecutive year IFAC has performed a 

Global SMP Survey. The survey asked practitioners 

from small - and medium-sized practices (SMPs) about the 

challenges they face, the consulting services they provide, and 

their revenues for both 2015 and projected for 2016. 

6,725 respondents representing 169 
countries and providing professional 

services to more than 800,000 
SME clients completed the survey

The majority of respondents were either sole practitioners (39%) or 

practitioners from practices with two to five partners and staff (32%).

There were 254 respondents from South Africa with 52.8% of 

respondents being sole practitioners and 27.5% were from two to 

five partner firms. 79% of the respondents were male.

Challenges facing SMPs

Consistent with the 2014 results, the majority of respondents 

viewed all 12 challenges as a moderate, high, or very high 

challenge. The top 4 challenges identified in 2015 are similar to 

that of 2014, both internationally and that specific to South Africa. 

The table below shows as a comparison between South African 

responses versus total international responses. Participants were 

asked to rank the following challenges between 1 and 5 (1 being 

very low and 5 being very high)

IFAC Global SMP2015

SOUTH AFRICAN RESULTS
COMPLETE INTERNATIONAL 

RESULTS

Ranking
% Respondents ranking 

challenges as high  
& very high

Challenges facing SMPs
% Respondents ranking 

challenges as high  
& very high

Ranking

1 53% Keeping up with new regulations and standards 44% 2

2 49% Rising costs 37% 6

3 43% Managing cash flow and late payments 32% 9

4 40% Experiencing pressure to lower fees 41% 4

5 37% Attracting new and retaining existing staff 33% 8

6 34% Attracting new clients 47% 1

6 34% Succession Planning 23% 12

8 31% Differentiating from the competition 43% 3

9 29% Keeing up with new technology 37% 6

10 25% Serving clients operating internationally 38% 5

11 24% Enabling emplyee work-life balance 27% 10

12 13% Retaining existing clients 24% 11

Top 4 challenges for South African SMPs 
(including resources to assist in managing challenges)

 

Reflective of an optimistic outlook, more than one-third of 

international respondents forecasted that fees would increase 

in 2016. South African practitioners had a similar outlook.

 

Most of respondents (internationally and South Africa specific) 

provided some form of consulting service. The most frequently 

provided business advisory and consulting services were:

• Tax Planning;

• Corporate Advisory, including advice on mergers and  

 acquisitions, valuations, and legal issues; and 

• Management Accounting, including planning, performance,  

 and risk management.

The results of the 2015 IFAC Global SMP Survey, published 

by the International Federation of Accountants (IFAC) in 

February 2016 is used by SAICA with permission of IFAC.  Such 

use of IFAC’s copyrighted material in no way represents an 

endorsement or promotion by IFAC. Any views or opinions that 

may be included in this article are solely those of SAICA, and do 

not express the views and opinions of IFAC.

1.

4.

3.

2.
Rising costs
For SMPs to curb the challenges of rising costs, they need 

to focus on how to be more efficient. Ensuring the right 

processes are in place to identify where costs are growing 

beyond what they should be. 

Resources available:

• Defining edge - innovative strategies for  

 improving accounting firm management,   

 marketing and profitability.

• Power up your gross margin  –secrets of 

 how you can improve you gross margin on   

 your jobs.

• Practice management workshops / seminars  

 - look  out for seminar that will be held once   

 again in July 2016. 

Managing cash flow and late payments
One of the biggest challenges practices and their clients face 

worldwide is cash flow management. 

• DVDs are available to purchase on the SAICA  

 website, these include Better Billing 

Experiencing pressure to lower fees
The problem of fee pressure is a complex one. Its roots may 

be in competition, economic conditions, or may be a result of 

perceived decline in the service offering.

In addressing this challenge IFAC has provided the following:

• To address challenges such as competition,  

 pricing and benefit from related opportunities,  

 practices must broaden their services,  

 particularly in the area of advisory, that are key  

 to the sustainable success of their clients. 

• IFAC released an article in 2012 on ’How to  

 cope with pressure to lower fees’ which  

 offers tips for SMPs in reacting to pressure  

 to lower fees.

• IFAC released a nine-part video series to  

 provide information on new service offerings  

 being provided by SMPs and focus on recent  

 developments and best practice in a range of  

 practice management areas. Part Six talks about value  

 pricing as a possible way to align the interests of SMPs  

 and their SME clients. 

Keeping up with new regulations and standards
The pace and change in regulation and standard seems to 

be ever increasing as found in both the 2014 and 2015 survey. 

That is why it is imperative that each and every practitioner be 

aware of the changes impacting them, their firm and the clients 

they serve. It is important for practices to equip themselves to 

deal with keeping themselves and their clients up to date with 

the latest legislative, regulatory and standard updates. 

SAICA offers the following resources:

• SAICA newsletters: Technical updates  

 highlighting changes, new legislation 

 and regulation.

• SMP specific communication 

 (emails and newsletters).

• Contemporary Gazette - bi-monthly  

 newsletter containing SA national laws 

 and relevance to business.

• SAICA website - technical section focusing  

 on taxation, financial reporting, compliance  

 and legislation and assurance .

View the full 
IFAC Global 
survey results  

RESULTS
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GROWING 
your SMP practice 
– Focus on liquidity and 
 cash management services 

Terry Kades and Carosin Buitendag
PowerStrat Liquidity Management Solutions

Two things hold true: Cash is the truth, it cannot be 

fudged, it’s there or it is not. Next is that innovation 

is the oxygen to growing a SMP’s practice. To absorb this 

additional oxygen, SMP’s must give new value added services 

to their clients.  

Liquidity and cash management is a growing niche opportunity 

for SMP’s to improve their practice service delivery by helping 

their clients with the analysis and management of working 

capital and liquidity risk. Of course managing the elements of 

working capital and liquidity risk is nothing new. Surprisingly the 

obvious is too often ignored, postponed or forgotten. Now with 

technology evolving, new software solutions to assist SMP’s to 

specialize in this important area relating to cash and liquidity to 

support their clients. This makes the offering of these services 

much easier and quite profitable additional business.

  A quick refresher on the definitions 
   of liquidity risk, cash management 
   and working capital management:

Liquidity risk is the risk that an organisation is unable to secure 

sufficient funds when required. This could create threats such 

as insolvency, as well as opportunity costs in being unable to 

take advantage of discounts, new acquisitions and generally 

creating a negative impact on the weighted average cost of 

capital (WACC). 

Cash Management generally refers to ensuring that  

an organization has the correct amount of funds in the 

appropriate form at the right time at the most optimal cost  

within acceptable risk.

Working Capital Management focuses on management of 

inventories, accounts receivable and payable, and cash, in order 

for an organisation to ensure sufficient ability to satisfy both 

maturing short-term debt and upcoming operational expenses.

The familiar indicators of Current ratio, Quick ratio, Cash ratio, 

Cash conversion cycle, and Defensive interval are commonly 

used by the accounting profession, but there is room for 

improvement with a more discerning eye that examines data at 

micro and macro-level that includes industry benchmarks and 

the requirements of good management. 

Clients are typically so focused on the day-to-day business that 

sometimes they completely miss the bigger picture and threats 

to the business, especially from a liquidity risk and cash flow 

perspective. Herein exists some of the opportunity for SMP’s to 

fill the gap – to differentiate themselves and provide additional 

value-add services to clients. 

  Let’s look at the possibilities – the 
   makeup of some additional services 
   SMP’s can offer:

Liquidity Risk Management Objectives and Policies Services

 Writing and implementing a policy document for Liquidity Risk 

and Cash-flow Management and related procedures will provide 

clients with some important benefits such as:

 Bankers will certainly view them as being organized and  

 thoughtful in relation to cash resources and therefore the  

 ability to service overdrafts, loans and other debts. 

 The load on the CFO/financial manager will reduce because  

 finance staff will have the company’s policy and related  

 operating procedures clearly documented and therefore  

 have less of a need to consume management time with  

 redundant questions. 

 Performance metrics will be listed, with calculation methods  

 and reporting frequency documented and automatically  

 monitored monthly. 

Integration of Liquidity Risk Management and Working 

Capital Management Services

Yes the components of working capital are managed by clients 

and are part of busy daily activity. But it is not uncommon that 

the analysis and management of working capital is inefficient for 

various reasons e.g. skills or time shortage, managed in silos or 

different departments that do not communicate enough to see 

the big picture, or simply, poor management . An example is that 

business units may take creditor discounts for early settlement 

which could be way more costly than other forms of finance 

available. Someone needs to do this uncomplicated calculation 

and keep regular tabs on it. 

In keeping with the integration of liquidity risk and working 

capital management an interesting and useful tool is the Naked 

Cash-flow Model. This model uses eight dimensions including 

sales, purchases, inventory, debtors, creditors, cash surplus and 

gross profit. It graphically depicts the business model of a single 

business unit based on budget or forecast figures and it shows 

the sustainability of the business model from a cash perspective. 

It is interesting to see that business unit managers  sometimes 

think they have a good plan but when they look at it with a cash 

lens, it is neither suitable nor what they intended. 

Risk management services relating to liquidity are 

appealing to SME clients

The start to managing risk is to identify and understand the 

different types of liquidity and cash-flow related risks. To ensure 

that clients stay cash flush, SMP’s can offer ongoing “canned” 

type of services such as: 

 Cash Flow Analyses

 Net cash-flows and Net cash-flow requirements – weekly,  

 monthly, quarterly

 Monitoring and forecasting the week-of-month-end cash  

 balance and statistical forecasting. 

Finding and plugging leakages and cash that is trapped

An ongoing monthly service that reconciles accrual to cash and 

that looks for leakages and unnecessary or wasteful costs can 

be provided. These could include things such as maintaining 

too many bank accounts, giving away too much in discounts or 

rebates, unprofitable clients, unprofitable products and services, 

delayed debtors. As with life, the opportunity (and the devil) is in 

the detail and in each of these analyses the SMP would assess 

the pertinent detail such as product costing, client profitability 

and so on. 

Budgets – developing and analyzing budgets

Ensuring that annual budgets are affordable and optimized. 

Developing budgets are not part of the fun category in life. It 

is not uncommon that the new budget is the previous year’s 

budget plus X percent increase. In cash terms however, a 10% 

increase on last years’ budget usually does not necessarily mean 

a 10% increase in cash. The cash effect needs to be understood 

so that it does not become an unseen or unintended risk. Related 

to budgets are forecasts, discussed below. 

Cash Flow Forecasting

Stakeholders, including shareholders, banks and other 

providers of finance usually want to know that the projections 

as shown through budgets and forecasts are accurate and 

reliable. Accuracy and reliability are normally grounded on the  

following variables: 

 Realistic assumptions and expectations

 Based on the necessary economic variables

 Business drivers

 Valid and readily understandable calculations are used in the  

 forecast predictions 

Cash-flow forecasts are required for short and long-term 

planning, as well as for purposes of estimating internal and 

external funding requirements. External cash-flow forecasts are 

required by providers of finance from overdrafts and a variety 

loans, to financing of capital items and providers of equity and 

investment capital. The question is what forecasting technique 

is most appropriate for a particular purpose? The answer is, it 

depends on the method mandated or preferred by the provider 

of finance. 

Different techniques include:

 Predictive analysis and statistical forecasts. An internet  

 search on any of the above topics will yield a deluge of links  

 and information. Most of it is valid just as most of it is in those  

 old textbooks on your shelf. All the methods make  

 assumptions and have various tolerances for uncertainty. 

 Economic and business driver forecasts. Cash-flow modelling  

 based on economic and business drivers is an intuitively  

 logical and easy to understand concept. A set of economic  

 and business drivers are selected and each is weighted for  

 its importance. The next step is to apply this basket of  

 economic and business indicators to the various line items  

 that drive cash-flow such as cash sales and all the different  

 inflows, debtors, non-operational flows and expected CAPEX  

 outflows. Available cash modelling tools can assist with such  

 forecasts, and once set up, even a 20 year forecast with high  

 and low scenarios can be generated within a very short time.  

 Scenarios, assumptions and stress testing for uncertainty.  

 Scenarios provide upper and lower boundaries or bands.  

 The terms High Road and Low Road and Expected Road are  

 familiar to many with regards to South African scenarios.  

 Cash-flow and liquidity forecasts facilitate business planning  

 in a more formal and repeatable structure which is useful for  

 executives, managers and providers of finance. Usually the  

 High Road is a five percent increase over the Expected Road  

 and the Low Road is a 12-15% decrease from the Expected 

 Road. Cash related drivers can be varied within these ranges  

 and requires the application of ’calculation direction’ to  

 each driver.

In summary, SMPs wishing to grow their practice revenues have a 

number of options. Because cash and liquidity risk management 

are increasingly important to effective business management 

and to providers of finance and capital, it makes sense to focus 

in this area. There are a number of cash modelling tools available 

that can assist the practitioner to provide efficient and effective 

services in this regard.

For further information please contact tkades@powerstrat.com Tel. + 27 79 367 9036 

IN SUMMARY
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Bridgitte Kriel

Why is it important to plan for succession events?
Whether the succession event is planned, for example 

retirement, or exit from the firm, or a sudden event triggered 

by temporary/permanent disability or death, the one certainty 

is that the value of your firm is intrinsically linked to the 

transferability of your client relationships.

Thus one of the key reasons that implementation of successful 

succession plans can take up to 7 years, is to ensure that your 

firm and clients are ready when it comes to the transition 

period. This then ensures value both for the buyer and the 

seller. 

There are a number of factors which influence the value of 

your firm, one as mentioned above is the retention of the 

client by the buyer, with a lot of hard work and planning from 

the seller to assist this process. Other key influences on value 

are the quality of your firms practice management processes. 

These would include items like the quality and mix of your 

clients, the types of services rendered, the staff to partner 

ratio, the profitability of your clients, the levels of your work 

in progress. The closer these are to ideal levels the greater 

the value of your firm. These factors are enhanced over 

time with a focused strategy, and consideration of your 

practice management processes and procedures. Many times 

practitioners are so busy and focused on their client’s business 

that they let the running of their own business fall behind, this 

can have a significant impact on the value of your firm when it 

comes time to pass on the reigns. 

Where can you find assistance?
SAICA Practice division is conducting a practice benchmarking 

survey in 2016. The survey will illustrate what the norm for certain 

KPIs are within the South African environment; 

will be dissected by size of firm. This could be a 

key tool to compare your own firm’s results to 

firms of similar size to see how you are faring  

in comparison. 

If you are in the unfortunate situation of performing below the 

norm, or just looking to improve your practices’ performance 

to ensure that the value of your firm it at its peak,  there are 

a number of SAICA practice management seminars and 

products which will focus your attention on 

key performance indicators, and assist you in 

correcting processes and policies to ensure you 

get more out of your firm, without working harder. 

SECURING the 
value of your firm 
through a sound 
succession plan

Many sole practitioners feel that their firm 

is “nothing” without them. Some 

partners in multi-partner firms feel that the firm will not 

function effectively should they leave. Some see this 

as a sign of their worth and a function of their success, 

few have considered the impact of this situation, on the 

value of their firm, should they wish or need to leave  

their firm.

In the Global Accounting Alliance (GAA) survey SAICA 

members participated in during 2014, it was discovered that 

less than 10% of sole practitioners had a written succession 

plan, and less than 30% had a continuation agreement. Multi-

partner firm statistics looked slightly better with 21% having 

a written succession plan and 30% having a continuation 

agreement. These statistics, show that there is much to be 

done to improve the situation in the accounting profession in 

South Africa when it comes to succession considerations.

Lastly SAICA will be releasing its succession planning guide 

in September 2016. This guide aims to provide you with 

considerations, assistance and guidance to help your firm 

develop its own succession plan. It will also provide case 

studies from practitioners who have been through succession 

events in their own practices, and what their experiences have 

taught them. Some of the topics in this guide include, how to 

value your firm, what to consider when looking for an internal 

/ external successor, what a practice continuation agreement 

should consider and some of the tax consequences to think 

about.  If you would like to provide us with your story with 

regards to your experience of succession or questions you 

would like answered in the guide, please email these to 

jeannev@saica.co.za before 15 July 2016.

Steve Pipeinspiring the world
Chartered Accountant Steve Pipe’s new book, 

’The World’s Most Inspiring Accountants’, 
is causing quite a stir. 

And it’s not difficult to see why. 

It features the inspiring case studies of 57 accounting practices 

from across the world who are generating outstanding results for 

themselves, their clients and the wider world. Four of those firms 

are from South Africa, and as the following extract from the book 

illustrates, are an inspiration to accountants everywhere.

Overview  
Middel & Partners is a 10 partner practice with a team of 150 that 

has helped a client: recoup losses of £500,000 per year; eliminate 

bank loans of more than £3.5 million; and save 145 jobs.

The situation at the start  
Rustenberg Wines is a family-run wine estate located in 

Stellenbosch. The estate has been in the Barlow family since 1941 

and has been run by Simon Barlow since 1987.

After Simon took over he spent the next 20 years bringing the 

business up to date, building a new winery and importing modern, 

virus-free grape varieties. More than £10 million was invested, with 

the expectation that sales would increase as a result. Sales did rise, 

but costs also grew and more competition meant that they had to 

lower their prices.

Simon met Coenie Middel in 2010 on a trip through the Namib 

Desert and the pair bonded immediately. At the end of the trip 

Simon asked Coenie to visit the farm.  He mentioned that there 

were some issues, but Coenie had no idea of the scale of the 

problem. Coenie remembers, “Simon introduced me to his 

management team and I quickly realised that things were not what 

they seemed. After asking some pertinent questions, I realised 

that the family weren’t getting the full story. Simon instructed his 

team to provide me with financial reports including management 

accounts, budgets and forecasts.”    

It didn’t take Coenie long to uncover the seriousness of the problem:

 The business was making losses of £500,000 per year 

 It had depleted the family fortunes by more than £20.5 million 

 Bank loans were in excess of £3.5 million 

 There was a slow moving wine inventory of £2 million 

 The bank was refusing to extend the facilities  

“The management team was still presenting Simon with unrealistic 

budgets. I was very concerned because, putting it bluntly, 

Rustenberg was on the brink of collapsing.”

How their accountants helped  
Coenie had to break the news to Simon and his wife Rozanne. “It 

was devastating for them to find out the true state of the business. 

They were angry with themselves for not identifying the problem 

sooner and angry with the management team. And they were also 

very afraid; the family fortunes were lost, the bank was threatening 

foreclosure and they were on the verge of bankruptcy. They were 

ready to give up everything.”

Simon found it hard to come to terms with the state of the business, 

but Coenie managed to convince him that if they worked together 

there was still an opportunity to save it.“ It was time for Simon to 

get back in the driving seat.”

Coenie looked at all the elements that influenced cashflow and 

targeted three main areas:

 Cost cutting – “I met with every team member to assess 

 their roles and responsibilities, to see who was vital to the 

 business and who was a drain on resources.

 Reducing the inventory holdings – “We reduced production, cut  

 costs and stopped unnecessary capital expenditure. To move  

 some of the excess inventory we discounted slow moving stock.”

 Regaining the confidence of the bank – “I negotiated with the  

 bank and worked with them, ensuring I gave regular feedback  

 and financial reports.”

Within 12 months the business had made solid progress:

 Salary costs reduced by 45%

 Overall costs reduced by 32%

 Renting out unused grazing facilities, buildings and houses  

 Using the farm for film shoots 

With the changes to the management team, the business needed 

a new sales manager and Simon’s son, Murray, took up the position. 

Coenie worked hard to convince the family that there was a way 

forward. “This was the most difficult time; working with the family, 

giving them my support and sharing knowledge to make them 

believe in themselves.” 

The difference it made  
 The family is now actively involved in running the business  

 and, as a result, sales have increased by 40% since 2010. 

 Murray brought a renewed passion and modern outlook  

 to the operations of the business and is involved in the  

 winemaking and marketing. They now export 80% of their  

 wine, mainly to the UK and North America.

 85 permanent jobs were saved, mainly farm workers. 

SOUTH AFRICAN 
PRAC TIC E S

The book “The world’s most inspiring accountants” is available from www.stevepipe.com. It reveals the four types of services that have the biggest impact, 
the 15 damaging excuses that accountants hide behind, and a simple five-step action plan for turning any practice into one of the world’s most inspiring 
firms. The book can also be purchased from SAICA, please contact either jeannev@saica.co.za or thabol@saica.co.za for more information.
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CIPC NOTICES
• Company and close corporation  
 documents and certificates: Process to  
 retrieve MOI documents and certificates  
 (if not received) after lodgement. 
• Non-Disclosure of Remuneration  
 and Benefits of Directors and Prescribed  
 officers in Annual Financial Statements
• Online Verification of CIPC Certificates
• New E-Services functionality:   
 Registration of non-profit company   
 without members with standard   
 memorandum of incorporation (MOI)

REMINDER TO SUBMIT THE 2016 AUDIT 
REPORTS TO EAAB
The submission deadline is 30 June 2016 
for estate agency firms with a February 
financial year-end

UPDATED GUIDES
• The updated SAICA Retention of   
 records guide has been released
• The updated SAICA Guide on 
 Regulatory Reporting Duties has 
 been released.

IFAC GLOBAL SMP SURVEY: 2015 RESULTS
The IFAC Global SMP Survey provides an 
opportunity for SMPs around the world 
to share their insights on key trends and 
developments facing them. The results are 
critical in gaining a deeper understanding 
of the challenges and opportunities  
SMPs face.

SAICA OPERATIONAL QUERY 
REGISTER (OQR) 
SAICA trainees are now able to make 
use of the SAICA OQR to resolve long 
standing SARS and CIPC queries. Read 
how to use the OQR. Login to SAICA 
website to access. NB: Queries logged by 
trainees must be under the supervision of 
a member / tax practitioner.

ED 269 – DRAFT SAICA COMPANIES 
ACT GUIDE
The updated Draft SAICA Companies Act 
guide has been released for comment, with 
a comment deadline of 21 June 2016.

REVISED GUIDE TO IFRS FOR SMEs 
PUBLISHED 
This Guide provides an overview of IFRS 
for SMEs in a non-technical language for 
lenders, creditors, owner-managers 
and others.

2

TAX CLEARANCE CERTIFICATES (TCCS)
From Monday, 18 April 2016 taxpayers 
will no longer have to collect TCCs at 
SARS branches. Taxpayers will be given 
a unique pin which can be provided to 
third parties wishing to verify their tax 
compliance status.

FREQUENTLY ASKED QUSTIONS ON 
FILLING OF AUDITED FINANCIAL 
STATEMENTS WITH CIPC
CIPC released a notice, Notice 4 of 2016, 
informing directors of companies and 
members of close corporations that in 
terms of the Companies Act, No. 71 of 2008 
(“Companies Act”) the companies and close 
corporations should submit annual financial 
statements to the CIPC.
Various questions were raised regarding the 
submission of annual financial statements 
and this document incorporates frequently 
asked questions and answers.
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