


JUANITA STEENEKAMP CA(SA) –
PROJECT DIRECTOR: GOVERNANCE AND
NON-IFRS REPORTING

THE Companies Act, No 71 of 2008 (the
Act)  has amended the Close
Corporations Act, No 69 of 1984 by the
inclusion of Schedule 3, which has now
changed certain sections of the Act.

The sections of the Close
Corporations Act that were amended
include name reservations, public interest
score calculation, financial reporting
standards, audit requirements and
business rescue.

Close corporations must calculate their
public interest score as per the “Public
Interest Score” Table 1 alongside.

This Public Interest Score must be used to determine whether or not
certain close corporations will require audited financial statements as well
as which financial reporting standards will apply.

The requirement to appoint an accounting officer and to prepare an
accounting officer’s report has not been removed in the Close Corporations
Act by the amendments of the Act.

The following close corporations would require an audit:
  Any close corporation if, in the ordinary course

of its primary activities, it holds assets in a fiduciary
capacity for persons who are not related to the
close corporation, and the aggregate value of such
assets held at any time during the financial year
exceeds R5 million;
 Any close corporation whose public interest

score in that financial year is 350 points or more;
 Any close corporation whose public interest

score in that financial year is at least 100, but less
than 350 if its annual financial statements for that
year were internally compiled.

The Companies Act, 2008 also prescribes the
financial reporting framework that should be
followed by Close Corporations with effect from all
year ends ending after May 1, 2011.

The financial reporting frameworks includes the
International Financial Reporting Standards (IFRS),
International Financial Reporting Standard for
Small and Medium-sized Entities (IFRS for SMEs).
Close corporations with a Public Interest Score
below 100 and whose financial statements are
internally compiled can use the Financial Reporting
Standards as determined by the close corporation,
as long as no other standards are prescribed.

Members of close corporations should therefore
take note of the amendments to the Close
Corporations Act and ensure that they meet the
amended requirements.

Refer to Table 1 top left.
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IT is now over a year since the new Companies
Act came into effect on May 1, 2011 and the
accountancy profession, together with the
South African business world, is still unravelling
it.The choices and complexities that arise from
the Act that have been highlighted by recent
court cases have presented many challenges
to the accounting fraternity. It must be noted
that the implementation of this act is still in a
fledgling stage, of which the success will be
determined over a period of time with issues
becoming clearer through the maturing
process.

One of the main questions that still arises is
whether to opt for an audit or independent
review.The South African Institute of
Chartered Accountants (SAICA) believes that
Chartered Accountants South Africa
[CAs(SA]) are well placed to advise

companies and business on the best option,
as well as on the other aspects of the new Act.
This supplement also explores the merits of
these options.

Another topical issue is the provisions on
Business Rescue.As at March 2012,
according to the Companies Intellectual
Property Commission (CIPC), 482 Notices of
beginning of business rescue were filed - and
only seven business rescues were successfully
executed.This clearly indicates that companies
need to carefully consider their options when
embarking on a process of business rescue.

It is SAICA’s belief that as the
understanding of the Companies Act
increases and clarity is gained through legal
precedent, many of the issues that businesses
are grappling with presently will get better
direction. I trust this supplement will assist you
to close some of the gaps that you have
experienced so far.

Unravelling the Companies Act 

Financial reporting standards and assurance
requirements for close corporations

TABLE 1
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Owners of Small and Medium En-
terprises (SMEs) have been obliged to
bear the cost of an audit for years.The
criteria changed with the implementa-
tion of the new Companies Act and
now they may not have to.

Ashley Vandiar, Project Director,
South African Institute of Chartered
Accountants (SAICA) says while there
are several factors to consider, the de-
cision ultimately depends on the newly
introduced Public Interest Score,
which is calculated in terms of Regu-
lation 26 of the Companies Act.

“Under this system, a company is
allocated points according to the num-
ber of its employees, its annual
turnover, its stakeholders and the level
of third party liabilities at the end of the
financial year,” elaborates Vandiar.

The Public Interest Score is calcu-
lated in the following manner:
�One point for each employee or

the average number of employees
throughout the year.
�One point per million rand of third

party liability. This is the money owed
in terms of loans, debentures, and
other financing.
� One point for each million rand

of turnover during the financial year. If
the turnover is half a million rand,
score half a point.

� One point for every individual
who, at the end of the year, is known
to have a direct or indirect beneficial in-
terest in the company.This will include
shareholders, beneficiaries of a trust
where a trust is a shareholder, and
other stakeholders.

Companies scoring 350 points or
more are required to have an audit.
Any company, whatever its points
score, that holds funds of R5 million or
more for a client in a fiduciary capac-
ity, at any time during the year, is also
required to have an audit.  

Companies scoring between 100 -
350 points must have an independent
review conducted by a registered au-
ditor or a chartered accountant. 

Companies scoring less than 100
points are required to have an inde-
pendent review conducted by anyone
who qualifies as an accounting officer,
unless circumstances indicate other-
wise.    

Vandiar confirms that close corpo-
rations are treated the same way as
companies when it comes to the au-
dit requirement, since the Close Cor-
porations Act has been amended to
the extent that a close corporation
would require an audit. They have to
comply with the new Act, which may
make the process of reporting more

expensive, depending on their points
score.

In addition to the information about
the Public Interest Score, Vandiar has
a warning for small entities. “SMEs
wanting to exercise their option to elect
an independent review as an alterna-
tive to an audit should ensure that their
financial statements are compiled by
an independent accounting profes-
sional and in accordance with an ap-
plicable financial reporting framework.
In other words, entities with a Public
Interest Score between 100 and 350
points should have their financials in-
dependently compiled and reported. If
they are compiled internally, then en-
tities within this Public Interest Score
range will be scoped into an audit.”

The new system sounds compli-
cated, but knowing where the SME
fits into the points system simplifies
matters. So does knowing the differ-
ence between the two options.

Audit
An audit is a thorough examination

of a company’s financial status exe-
cuted by a registered auditor. It in-
volves tests of internal controls and
substantive procedures and carries
far more weight than a review in that
it would result in the auditor express-
ing the highest level of assurance.

This is referred to as “reasonable as-
surance.” Companies seeking loans
may be required by their bank to have
an audit before their application is
considered. Thus, the decision to not
have an audit may very well impair an
entity’s ability to obtain external fund-
ing.

Independent review
A review on the other hand pro-

vides a lower level of assurance that
a company’s financial statements do
not have any known errors or mis-
statements. It must be undertaken by
an independent accounting profes-
sional, who can be, but doesn’t have
to be, a qualified chartered accountant
- unless otherwise required under the
points system.

The costs between the two options
vary and Vandiar believes that it is
early days for the points system in this
country. “In Australia, where a similar
system has been in progress for
longer, a review by a chartered ac-
countant generally costs up to 25 per-
cent less than an audit, depending on
the complexity of the engagement.”

One thing is clear. SMEs with a
Public Interest Score of less than 100,
which are no longer required to have
an audit, will save money.While an au-
dit provides incredible value to any en-

tity and is undoubtedly an investment
that will yield growth and improved
managerial control, the cost of per-
forming audits for entities with a Pub-
lic Interest Score less than 100 ex-
ceeds the benefits, in most instances.
The lower level of assurance that an
independent review provides would be
sufficient for these entities.

The cost savings from this reduc-
tion in the more onerous audit require-
ment could be ploughed back into the
business or used to reduce debt.The
end result is in line with the intention
of the legislators in that the option per-
mitted to small entities would promote
entrepreneurship.

Vandiar confirms that as individu-
als who have studied and written in-
depth financial and auditing exams,
chartered accountants and auditors
are professionals bound by the
SAICA code of professional conduct.

This ensures that they act in ac-
cordance with high ethical standards
aligned with international best prac-
tices. “They are required in terms of
the auditing and review standards to
have a detailed understanding of their
clients’ businesses – and can thus be
depended upon to give good, impar-
tial and confidential advice,” Vandiar
concludes.

Revised Companies Act is good news for SMEs
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Juanita Steenekamp ca(sa) –
Project director: governance and non-
ifrs reportingIn terms of the Companies
Act of 1973 (1973 Act), all companies
were required to be audited.However,
with the introduction of the new
Companies Act of 2008 (2008 Act),
which became effective on May 1, 2011,
only companies deemed to be in the
public interest are required to be
audited.

There are various aspects that are
used to determine which companies
require an audit and these are based on
certain quantitative and qualitative
factors. In terms of the 2008 Act and the
Regulations, the following companies
would require an audit:
  Public and state owned

companies.
 The company has a Public

Interest Score (PI Score)(1) of 350
points or more.
 The company has a PI Score(1)

of 100 to 349 and their annual financial
statements are internally compiled.
 The company holds assets in a

fiduciary capacity of more than R5m
during any point of the year.

Who needs an independent review?
A private company, personal liability

company and non-profit company
would require an independent review if
the company has:
 A PI Score(1) of 100 to 349 and its

annual financial statements are
independently compiled.
 A  PI Score(1) less than a 100

points.
Companies that require an audit are

further affected by the stringent
independence requirement in the 2008
Act.Unlike the 1973 Act which
permitted the auditor of private
companies in certain circumstances to
perform additional non-assurance
services in terms of Section 275, the
new Act has no similar provision.

This means that companies subject
to a statutory audit can no longer rely
on their auditors to assist with
bookkeeping and compilation services.
Those companies requiring such
services would need to appoint a
different professional which in all
likelihood would increase costs.

Limitations for auditors
Section 90 of the 2008 Act

specifically prohibits the auditor from
performing the following services or
filling these positions for their audit
clients:
 Be a director or prescribed officer

of the company.

 Be an employee or consultant of
the company who has been or are
involved in the maintenance of the
company’s financial records or
preparation of its financial statements;
 Be a director, officer or employee

of the person appointed as the
company secretary as per the Act;
 Be a person who, alone or with a

partner or employee habitually or
regularly performs the duties of
accountant or bookkeeper or performs
related secretarial work for the
company;
 Be a person who during the

previous 5 financial years was involved
in any of the functions mentioned
above;
 Be a person related to any of the

above.
For smaller to medium private

companies, the 2008 Act has
consequences on the appointment of
the independent reviewer.The
Companies Regulations specifically
prohibits the independent reviewer from
being the preparer of the same
company’s annual financial statements.
Thus, those companies wanting to have
their financials independently compiled
and reported would need to appoint two
different professionals to perform the
compilation and review services.

Good news for small companies
However, the 2008 Act does provide

some relief for very small companies. In
terms of Section 30(2A), if all the
shareholders of the company are also
directors, then that company would be
exempt from having an independent
review.These companies that meet this
requirement are considered to be
“owner managed” and need only
compile their annual financial
statements.

It is important for people to be aware
of the fact that, by stating that the person
must be a director, the Act rules out any
company that is owned by a trust, a
close corporation or any other juristic
body from being classified as “owner
managed”. In other words, companies
owned by a trust or close corporation of
another company can never meet the
definition of being owner-managed and
would thus be required to have an
independent review.

What you need to do
Companies should therefore

calculate their Public Interest Score as a
first step to determine whether they
require an audit or an independent
review.
!Refer to Table 1 on page 2.

Does my company still require an audit?

New Companies Act
brings new public

interest requirements



DUE to the changes in the
legislative framework, non-
public companies no longer
require an audit. Instead, in
terms of the new Companies
Act, such enterprises have an
option between an audit and
an independent review of their
financial statements.

The South African Institute
of Chartered Accountants
(SAICA) predicts that some
eligible companies will likely
use the opportunity to forego
audits in favour of review
engagements, given that the
latter seems simpler and
cheaper.But scratch the
surface, and things are not as
easy as they seem.SAICA
project director for assurance,

Ashley Vandiar, (pictured) says
business leaders who prefer
review engagements to audits
should give it another thought.

“As SAICA, we agree with
and applaud the government’s
initiative to encourage
entrepreneurship, however,
we feel it’s inappropriate to see
the function of auditing as a
hurdle - and we advise eligible
companies to choose carefully
and not be shortsighted,”
Vandiar asserts.

“There are misconceptions
regarding the cost and
workload stemming from a
review in relation to the lesser
benefits derived from it,” he
says.“Although a review is
generally quicker than an

audit, the first option is not
necessarily cheaper or
simpler, given the level of
expertise required of the
reviewer and his experience
and knowledge of the client.”

Audits involve tests of
controls and substantive
procedures, and result in
reasonable assurance being
expressed by an auditor,
Vandiar explains.

Furthermore, the
minimum qualifications and
experience expected of the
person conducting the
review has a direct impact on
the cost of a review.

“Critically, an audit results
in a reasonable level of
assurance whereas an

independent review involves
only enquiry and analytical
procedures. For this reason,
reviews result in only limited,
so-called negative
assurance, being
expressed.”

Upon closer inspection,
though, it becomes apparent
that the cost of an audit
would not be significantly
different to that of a review
performed in line with the
International Standards on
Review Engagements.

“Owner managed
companies that do not meet
the requirement to have their
financial statements audited
in terms of the Act or the
Regulations are exempt from

having an independent
review.Thus, for these
companies, no
assurance is provided,”
he explains.

On the upside, using
data gleaned from the
case study analysis of
the UK, which has also
dropped mandatory
audits for any non-public
companies with a
relatively small turnover,
Vandiar says it’s a
matter of time before
non-public or smaller
companies drop the
review route in favour of
audits. “We believe that
these entities will
eventually realise that

despite the
audit being
optional, it makes
more business
sense, and as
such will return to it.

“The trend to
engage in
voluntary audit
confirms SAICA’s
view that there
should be no
reason to worry for
auditors and other
service providers in
this space.”

Referring to
research, Vandiar
says an
overwhelming 79
percent of entities

in the UK eligible to choose
“for the first time” have opted to
continue with an audit.

“The reason is simple: the
benefits of an audit far
outweigh the costs.”

Costs play a determining
factor when it comes to
deciding whether to go the
financial review or audit route.
Unfortunately, as things stand,
the research found that a third
of entrepreneurs do not
understand what services are
performed during an audit and
what makes up the auditors’
fees – thus audits are
incorrectly perceived as being
expensive.
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WITH auditors now able to enter
the BBBEE verification and
consulting arena, there is a new
opportunity for them to offer
value added services to their
clients.

This can be done by
completing a course on B-BBEE
verification, which is run by
UNISA in conjunction with the
Department of Trade and
Industries (DTI).Once registered
with IRBA (Independent
Regulatory Board for Auditors),
the auditor can then offer this
service as an extension of his

existing service.
The benefits for the client in

using an IRBA approved auditor
for B-BBEE verification include:
�Time and cost savings.
�Verification carried out by a

trusted professional.
�Could be done annually at

the time of an audit.
�Advice on transformation.
�BBBEE consulting.
The other opportunity that

auditors may want to take
advantage of is to become
business rescue practitioners.
This follows from the adoption of

the new Companies Act in May
2011. It is meant for companies
that find themselves in financial
distress but who may be
rehabilitated, thus avoiding the
unpleasantness of liquidation
and its ramifications.
Registration as business rescue
practitioners is open to
members of the accounting
profession as well as to
members of the legal
profession.

CPG Chartered Accountants
is one such company that has
taken on both opportunities.

“Being one of five auditors in
KZN accredited by IRBA, we
are pleased to be able to assist
our existing clients and potential
clients with our diverse product
offerings.

“Our strategy goes one step
further and does not focus on
our clients exclusively.We also
have an appetite to partner with
existing accounting and legal
professionals – thereby adding
value to their service portfolio,”
says Selvan Pillay, CPG
Chartered Accountants
Managing Director.

BUSINESSES opting for independent
reviews of their financial statements in place
of traditional audits need to be aware that
legislation governing reportable irregularities
will continue to apply.

Ashley Vandiar, Project Director:
Assurance and Members’Advice in the
Standards Division of the South African
Institute of Chartered Accountants (SAICA),
says the new Companies Act is quite clear on
this requirement.

A reportable irregularity refers to any act
or omission on the part of any person
responsible for the management of a
company, which has unlawfully caused, or is
likely to cause, material financial loss to the
company or any of its members,
shareholders, creditors or investors;or for
activities that are fraudulent or amount to
theft; or causes the company to trade under

insolvent circumstances.
Vandiar says the Act stipulates that an

independent reviewer who believes that a
reportable irregularity has occurred is bound
– without delay – to send a written report to
the new Companies and Intellectual Property
Commission, formed to guide the new
Companies Act’s implementation.

The report must give full particulars of the
irregularity.Within three business days of
submitting the report, the reviewer needs to
notify the company’s directors in writing, with
whom he is obliged to discuss the report.

As soon as reasonably possible – but no
later than 20 business days – the reviewer is
required to send another report to the
Commission advising 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 resultant
recovery of any loss;or
�The reportable irregularity is continuing,

in which event the Commission should notify
the appropriate regulator of the irregularity.

“These are critical issues,” says Vandiar,
“since, by extending the reportable
irregularities legislation to independent
reviewers, the new Act provides additional
protection to stakeholders of all
organisations.”

He draws attention to the heightened
responsibility thereby accorded to the
directors of all companies to ensure that
should they opt to have their accounts
examined by independent reviewers, the
reviewers they appoint have the expertise
necessary to identify and expose reportable
irregularities.

Opportunities for registered auditors

New Companies Act extends
reportable irregularities legislation

to independent reviews 
Fraud and financial

mismanagement targeted

Audit offers better results even for
exempted companies



6 Tuesday July 31  2012    THEMERCURYADVERTISING SUPPLEMENT

OM/0608850268

BEE VERIFICATION AGENCY

BEE CERTIFICATES
EME FROM R 450

QSE AND GENERICS FROM R 4 000

Landline: 031 572 7800

Cell: 082 389 3413

Email: priscillaramphal@telkomsa.net

Website: www.priscillaramphal.co.za

Give us a call for a free quote

BVA 140

OM\04\08854422

BROAD-BASED Black Economic
Empowerment (B-BBEE) compli-
ance is critical to the future growth
and viability of companies in South
Africa. However, there are particular
points that the public, from account-
ing practitioners to client organisa-
tions, need to be aware of when
dealing with B-BBEE issues. First,
the most prevalent issue at the mo-
ment involves the question of who
has the authority and the legal pow-
ers to issue Exempted Micro Enter-
prise (EME) certificates.

According to the framework for
measuring B-BBEE, the verification
or the eligibility of, and adequacy of
the evidence presented by the en-
terprise applying for EME certifica-
tion, can be performed by auditors,
accounting officers or verification

agencies. The framework clearly
states that companies do not have
to be accredited verification agen-
cies to issue an EME certificate.

It is important for companies to
be aware of the facts surrounding
EMEs so that they exercise their op-
tion to appoint their accounting offi-
cer or auditor to issue the certificate
as opposed to a verification agency.

“What is even more significant is
the fact that practitioners issuing the
EME certificates do not have to be
accredited by the South African Na-
tional Accreditation System
(SANAS).

There is also no requirement for
the practitioner in this instance to
have completed the Management
Development Programme or to be
approved by the Independent Reg-

ulatory Board for Auditors,” says
Ashley Vandiar, Project Director:
Assurance and Members’ Advice at
the South African Institute of Char-
tered Accounts.

Vandiar added that this move is
particularly important because it
ensures continuity and consistency,
as it enables the practitioner or firm
that handles the business’ financials
to also work on its EME certification.

Naturally, the EME certificates is-
sued by practitioners not registered
with SANAS will not carry the
SANAS logo, but the lack of the
SANAS logo on the EME certificate
does not invalidate the certificate. “In
fact, until recently, even SANAS ac-
credited verification agencies were
not be able to carry the SANAS logo
on an EME certificate since no on-

site visit was performed. SANAS
now requires all verification agen-
cies accredited by them to perform
an on-site visit even for EMEs.
However, practitioners that are not
accredited by SANAS, and qualify to
issue EME certificates, need not
have any logo for it to be valid. All
companies that reject the EME cer-
tificates without the SANAS logo
should be referred to the Associa-
tion of BEE Verification Agencies for
clarification,” says Vandiar.

It is important for businesses to
note that not all enterprises qualify
to be issued with EME certificates.
The annual turnover and BEE level
status are used to determine
whether a company qualifies or not.

The annual turnover criteria are:
� An entity would qualify as an

EME if its annual turnover is less
than R5 million.
� If the entity is in the tourism

sector, then its annual turnover
must be less than R2.5 million.
� If the entity is in the construc-

tion sector, its turnover must be less
than R1.5 million.

The BEE level status criteria are:
� If black ownership of the EME

is less than 50 percent, then entity
is Level 4 with 100-percent recogni-
tion.
� If black ownership of the EME

is greater than 50 percent, then en-
tity is Level 3 with 110-precent
recognition.

“Companies should consult with
their chartered accountant who will
guide them in the right direction,” ad-
vises Vandiar.

DECISION-MAKERS who think a re-
view engagement is cheaper than an
audit are earnestly advised to think
again, urges Theashen Ashley Van-
diar, Project Director: Assurance and
Members’ Advice at the South
African Institute of Chartered Ac-
countants (SAICA).

He explains that previously all
companies, whether public or pri-
vate, were required to be audited in
terms of the Companies Act of 1973.
However, in terms of the new Com-
panies Act, only public companies
and companies considered as being
in the public interest are required to
be audited. Non-public entities have
a choice between an audit and an in-
dependent review of their financial
statements.

The aim is to lower the regulatory
burden for small businesses, but
there are huge misconceptions as to
the cost and work effect involved in
a review engagement. One is the
idea that a review engagement
would be cheaper than an audit, be-
cause no substantive procedures are
required for review engagements.

Vandiar considers it critical that
business entities fully understand the
two options available to them in or-

der to make the correct choice. He
believes the confusion is exacer-
bated by the current regulations of
the Companies Act, which has differ-
ing requirements regarding who can
be the independent reviewer de-
pending on the Public Interest Score
(PIS) of the company.

A company subject to an inde-
pendent review may require an audi-
tor or chartered accountant if its PIS
is between 100 and 350 points. If the
company has a PIS less than 100
points, then the independent review
can be performed by any person who
qualifies to act as an accounting of-
ficer.

Vandiar explains further: “An au-
dit involves tests of controls and sub-
stantive procedures and would ulti-
mately result in an opinion being
expressed by a registered auditor.An
audit results in reasonable level of
assurance.

“An independent review per-
formed in accordance with ISRE
2400, on the other hand, involves
only enquiry and analytical proce-
dures. An independent review thus
results in only limited assurance be-
ing expressed by a practitioner.”

Accordingly, Vandiar finds that

many view the review engagement
as an alternative to an audit, and as
being cheaper and simpler.

“But what most fail to realise is
that a review is a double-edged
sword. Although it would be quicker
than an audit, since a review com-
prises only analytical procedures
and inquiries, it would by no means
be cheaper or simpler, given the level
of expertise required of the reviewer
and his experience and knowledge
of the client.

“In order for analytical procedures
and inquiries alone to be meaningful,
the person performing the review
needs to have an in-depth under-
standing of the client’s industry and
business environment, as well as a
detailed knowledge of the client’s in-
ternal controls, management’s back-
ground, operating functions, prior fi-
nancial performance, etc.

“A trainee accountant is unlikely
to possess the minimum knowledge
required to conduct a review engage-
ment as envisioned in terms of the
new Companies Act.”

Vandiar stresses that the mini-
mum qualification and experience
expected of the person conducting
the review has a direct impact on the

cost of a review.
“Although reviews are not re-

stricted to registered auditors, as ex-
plained above, the reviewer should at
least have a theoretical knowledge of
auditing and should belong to a suit-
able professional body – the relevant
qualification to belong to such a pro-
fessional body in the first place.”

An additional requirement is that
the reviewer performs the review en-
gagement in line with international
standards.

“Currently, International Stan-
dards on Review Engagements
(ISRE 2400) is being revised by the
International Federation of Accoun-
tants (IFAC) to accommodate re-
views per the new Companies Act.
Reviewers will need to comply with
ISQC 1 on quality control and be fa-
miliar with the International Stan-
dards on Auditing (ISAs).”

He says the most significant dif-
ferences between a review engage-
ment and an audit boil down to:
�The time taken to complete the

engagement.
�The outcome in terms of the dif-

ference in the level of assurance ob-
tained.

“An audit is likely to take longer

than a review because an audit in-
volves substantive procedures and
results in the highest level of assur-
ance, whereas a review performed in
accordance with ISRE 2400 can only
provide a limited level of assurance.”

Vandiar maintains that the cost of
an audit would not be significantly dif-
ferent to that of a review performed
in accordance with ISRE 2400.

“Although an audit would take
longer and involves more detailed
testing, such functions would be per-
formed by trainees whose charge-
out rates are not as high as a quali-
fied chartered accountant or any
other qualified and experienced per-
son performing this type of review.”

Vandiar advises that when it
comes to deciding whether to have
their financials audited or not, non-
public entities should consider their
stakeholder needs as well as their fu-
ture plans to grow and engage pub-
lic interest.

“Management of non-public enti-
ties that choose a review rather than
an audit, based solely on the as-
sumption that an independent review
performed in accordance with ISRE
2400 is cheaper, will be sorely disap-
pointed.”

Independent reviews not simpler or cheaper than audits

Do chartered accountants have power to issue Exempted Micro Enterprise certificates?
The issuing of certificates will result in revenue generation 



It is also important to note that
there will still be principles in the
King III Code and Report that
would not agree or align to the
Companies Act, 2008.
Companies and other entities
adhering to the King III Code and
Report should take note of this as
the King III Code and Report is a

document that entities aspire to
attain as it uses an “apply or
explain” philosophy.

Adherence to the King III Code
and Report is not a legislative
requirement, except where
specified.

There will still be principles in
the King III Code which do not

agree with the Companies Act.
The King III Code and Report

Amendments were released in
May 2012 by the Institute of
Directors.These amendments
are effective immediately as it is
good practice to align the King
Code and Report with the current
Companies Act.
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Looking for an independent 

accounting professional to draft

your annual  nancial statements. 

Look no further than us. 

Other Services include : 

•  Auditing

•  Independent Reviews

•  Tax (Compliance and Consulting)

•  Company Secretarial

•  Business Consulting

•  Management Account

•  Financial Outsourcing

23 St. Mary’s Avenue, 

Greyville, 4001

P.O. Box 47107, Greyville, 4023

Tel : 031 – 309 1617

Fax :  031 – 309 1717

EMail : ca@gg.co.za

Web : www.gg.co.za
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CHARTERED ACCOUNTANTS INC.

TM

Is your business 
celebrating a milestone, 

eg. anniversary, accreditation,
special award or merger? 

Contact:

Lorraine Reddy on 

031 308 2833

lorraine.reddy@inl.co.za

to find out how you can have 
a special feature published 

in any of the 
Independent Newspaper titles.
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King III Code and Report Changes made to King III Code and 
Report 

King Code required disclosure of directors’ 
remuneration and salaries of the three 
highest paid employees who are not 
directors. 

This has been amended to refer to salaries 
of prescribed officers to be disclosed as the 
Companies Act requires disclosure of the 
salaries of directors and prescribed officers. 

King Report required companies to establish
a social and ethics committee where 
required. 

This has been amended to include the 
requirements as per the Companies Act.  
The Act requires all listed companies, state-
owned companies or a company that has a 
public interest score above 500 for any two 
years out of the last five years to have a 
social and ethics committee.  

The King Report required disclosure of the 
remuneration of the three most highly-paid 
individuals who are not directors. 

This has been amended to the disclosure of 
the remuneration of all prescribed officers. 

The King Report required the audit 
committee to set out a policy on non-audit 
services to be provided by the external 
auditor and the policy was subject to board 
approval. 

The amendments have removed the board 
approval for the policy on non-audit services. 

The King Report required the audit 
committee to report in the integrated report. 

This has been amended to refer to the audit 
committee report to be included in the annual 
financial statements. 

The King Report set out the audit committee 
duties. 

The duties have been updated to the final 
duties of the audit committee as required in 
the Companies Act. 

King III Amendments – what
companies should know

UANITA STEENEKAMP CA(SA) –
PROJECT DIRECTOR:
GOVERNANCE AND NON-IFRS
REPORTING

THE King III Code and Report on
Governance for South Africa was
released on September 1, 2009
and became effective on March 1,
2010.

The King III Code deals with
governance and it specifically

provides guidance to directors
and boards on best practice
recommendations on good
corporate governance principles.

The King III Code and Report
was originally based on the
information contained in the
Companies Act, 2008.
Thereafter, the Companies Act,
2008 was amended by the
Companies Amendment Act,
2011 and following that, the

Companies Regulations were
also released. As a result of these
changes, The King Committee
released a Practice Note to
amend certain sections of the
King III Code and Report to
ensure that any direct conflicts
with the Companies Act are
amended.

Changes made to the King III
Code and Report include the
following:

SAICA Eastern Region Golf Day 

Naeem Asvat, Graham Dexter, Mdu Zakwe, Michael McHugh and Tim Hammond.

Bridgitte Kriel, Dustin Rees, Langa Mconi and Billy Last.

Ismail Patel, Bridgette Kriel, Langa Mconi and Mdu Zakwe.

For more

information, contact

SAICA Eastern

Region on 

031 266 2672 or 

e-mail

easternregion@

saica.co.za or visit

www.saica.co.za

Find us on

Facebook - search

for SAICA Eastern

Region

The Mercury and

SAICA Eastern

Region will be

publishing a special

tax supplement in

October, 2012. 



A CA(SA) can 

cultivate new 

opportunities in 

any business. 

“Obtaining my CA(SA) designation was not an overnight process... but in the end both my clients and 

I enjoy the fruits of my labour. That’s because a CA(SA) is uniquely skilled and positioned to perform as a 

dedicated, diligent and holistic leader that ensures growth in any and all spheres of your business... whether 

it’s fi nding innovative ways of becoming more sustainable, or organic business growth, sharpening up your 

resource management or anything in-between.”

And that’s the difference a CA(SA) makes. 

www.fi ndacasa.co.za 

Mdu Zakwe CA(SA) MBA
Managing Director: Noventum Zakwe Consulting

and hydroponics farmer

is about so much more
Organic business growth

than just the numbers.


