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Dear Reader, 
 
Welcome to our July 2017 newsletter. We are officially more than halfway through winter 
and on our way to spring, so savour the last glimpses of the winter sun. Snuggle down and 
enjoy the articles, business tips and information we like sharing with you. 
 
This month we talk about cyber-crime, fake news, Software as a Service and Facebook 
Live. The tax articles discusses the Income Tax Act that contains specific provisions 
relating to the timing of the accrual or incurral of interest for tax purposes as well as the 
timing of asset disposals and accrual of proceeds, a topic which has been considered by 
the courts as far back as 1926. 
 
Remember to view the deadlines for tax returns. The 1st of July 
was the start of the Tax Season for individuals and trusts. Our 
dedicated team at Wallrich is ready to assist so please feel free 
to contact us anytime.  
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

How to protect your accounts from cyber-crime 
Opinion by Rhoderic Roberts 
 
Cyber-attacks have become one of the greatest threats businesses and individuals can 
face today. According to the South African Banking Risk Information Centre (SABRIC), 
South Africans lose in excess of R2.2-billion to internet fraud and phishing attacks 
annually. It’s a troubling thought that internet fraud and phishing attacks are only two of the 
many types of cyber-crime at the fingertips of these sophisticated criminals. 
 
Over the last two months, we have seen two massive global cyber-attacks that crippled 
hospitals, bankrupted companies and brought individuals to their knees. Businesses and 
individuals fall victim to identity theft, phishing, warfare, spam and hacking on a daily 
basis. 
 
Hackers recently infiltrated South Africa’s Department of Basic Education’s (DBE) website 
and posted radical messages and upsetting photographs on the site.  
We have been warned that South Africa could be the target of an enormous cyber-attack 
in 2017.  
 
So, how can you protect yourself and your business’ finances? Here are a few tips to help 
keep your financial information secure:  

July 2017 



Page | 2 

Do the ‘two-step’ 
Focus on increasing all your security measures. Don’t make it easy for hackers. Setup 
two-step verification or authentication for your online accounts. This will notify you as soon 
as someone tries to access your account from an unknown device.  
 
Change your password 
Never base your usernames or passwords on personal information, such as family names, 
friends, pets, birthday information, or phone and ID numbers. A good password has at 
least 12 characters, includes numbers, symbols, capital letters and lower-case letters. It is 
recommended that you change the passwords of important accounts every 10 weeks.  
 
Stay up-to-date 
Make sure that your accountant, or financial manager, has your details so that you can 
easily be reached when something happens. Ensure that your operating system, firewall, 
anti-virus software and web browser are up to date by installing the latest security 
updates. 
 
Auto save 
Don’t let your browser, such as Chrome or Firefox, save your passwords.  
 
Be wary of Wi-Fi 
Never use public hotspots to log into important financial accounts from public computers or 
unsecured wireless networks. It is easy to hack Wi-Fi. Hackers can even see what you 
type.  
 
Safety first 
Never leave your phone or computer unattended without locking it. Don’t share any 
financial information over email. Don’t ever log into your bank account via an e-mail link. 
Shred your financial documents – do not throw it away. Do not click on links or open 
emails if you do not know the sender. Only open emails and messages if you know that it 
is safe to do so. 
 
Keep a close eye 
Review your statements regularly and contact your financial manager immediately if you 
suspect anything out of the ordinary. Many thieves will make a small transaction first to 
check if the information works. Ensure that you receive notifications on all your accounts. 
 
Criminals will try and find the easiest way into your website, systems, emails, account and 
data. Be alert and report suspicious activity immediately. The idiom “rather safe than sorry” 
rings true, especially in this instance. 
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Fake news in a time of half-truths 
Fake news and yellow journalism has undoubtedly become the new norm. From false 
reports and fake missing friends, to photo-shopped images, government scandals and 
sensationalism, this scourge has organisations and news outlets fighting for their 
credibility.  
 
The President of the United States has been accused of providing fake news only a few 
months into his term. While we blindly trust our news sources, do we stop to think about 
the entities that are deliberately trying to misinform the public? Is there fire to go with that 
smoke?   
 
 
 
 
 
 
 
 
 
 
 
 
Trust in traditional press is waning and many organisations are anxiously anticipating 
when they might be the next target. The fast-pace and complexity of the news and social 
media environments expose organisations to even greater media crises than ever before.   
 
With little to no time to react, the world is ready to pounce and protect what they deem 
should be the behaviour that is correct, responsible and ethical of organisations. 
Stakeholders demand ‘global’ real-time information, and while you're still trying to wrap 
your head around the situation, they are offering their ‘expert’ opinions to an audience that 
is ready to react.  
 
The harsh truth is, if you don't tell your side of the story correctly and near as possible to 
instantaneously, others will tell it for you - even if it consists of assumptions. This can cost 
you your hard-fought credibility and ultimately your good reputation.  
 
So the question arises - does this mean that organisations should permanently be geared 
for the feared ‘hot seat’? Or perhaps more importantly, can you afford not being prepared?  
 
I have seen organisations fold overnight due to bad publicity. Even dealing incorrectly with 
fake news can cost you years of irreparable damage. Imagine the harm one negative 
article can do if it goes viral. Bad publicity is like a wildfire, if you leave it to spread, it will 
burn everything to the ground.  
 
If some governments, organisations and news outlets are steering towards false media, 
then there is a no better time to be transparent, trustworthy and ‘real’. In an era of fake 
news, credibility is worth everything.  
 
Issued by and shared with permission from: Janine Lazarus Media Consultancy 
http://www.janinemedia.co.za/  

http://www.janinemedia.co.za/
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Software as a Service  
Are you interested in Software as a Service (SaaS), either because you’re developing it for 
your customers, or because you’re using it in your business? Software as a Service is a 
way of delivering software, where a vendor hosts it centrally and provides it to the 
customer on a subscription basis. 
 
It has become a hot topic in IT contracting circles with many organisations choosing to 
switch from traditional software models to Software as a Service, because of the benefits it 
entails. You might be keen to take advantage of these benefits, but there are many things 
you need to consider before entering into a Software as a Service agreement if you want 
to do so effectively. 
 
Why is it such a hot 
topic right now?  
Software as a Service 
is becoming a popular 
way of delivering 
software in the modern 
world, because it has 
advantages to both 
vendors and 
customers.  
 
For vendors:  

 no piracy – you don’t have to worry about your customers pirating your software, 

because they are not provided with access to your code to the same extent as with 

traditional software;  

 economies of scale – you can provide the same or similar software to multiple 

customers at the same time with minimal changes; and  

 IP control – you retain control of your intellectual property because it is not installed on 

your customers’ equipment.  

 
For customers:  

 up-to-date – you have access to an always up-to-date version of the software that you 

need;  

 ready to use – you don’t have to spend as much time and money installing software 

on your own equipment; and  

 cost savings – you typically pay less than you would for traditional software.  

 
How should I prepare to enter into a Software as a Service agreement?  
Whether you’re the vendor or the customer, it’s important to be able to answer certain 
questions for yourself and agree on them with the other party before entering into a 
Software as a Service agreement: 
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 Trial periods – will there be a free trial period for the customer to test out the 

software?  

 Configuration and implementation – who will be responsible for configuring the 

software and implementing it for a particular use case? The vendor, the customer, or 

someone else?  

 Access and availability – how will users be able to access the software and when will 

it be unavailable? Will they access it through an Internet browser or an app? Will there 

be scheduled downtime on weekends and will the service have promised uptime?  

 Maintenance and support – who will maintain the software and how will users be able 

to get support on how to use it? Will the vendor maintain the software or outsource that 

function? Will the customer support users themselves or will someone else do it?  

 Personal information – who will be responsible for complying with data protection law 

when it comes to processing personal information using the software? The vendor, the 

customer, or the user? Does it shift depending on how the software is being used?  

 User behaviour – who will be responsible if users commit a crime, infringe someone’s 

rights, or otherwise cause trouble using the software?  

 Fees and payments – what’s the fee structure going to be? Will it be volumetric pricing 

based on the number of users, modular pricing based on a basket of services, or 

something else?  

 Suspension and termination – when can the vendor temporarily suspend access to 

the software or terminate it outright? What can the customer do when they have been 

suspended or the agreement terminates?  

 Cross-border transfers – will the software be hosted outside of the country and will 

the customer be transferring their data containing personal information across 

international borders? Is this lawful in terms of data protection law? If it isn’t lawful, is it 

up to the customer or the vendor to make sure that it becomes lawful?  

 
If you fail to ask these questions and agree on the answers with your vendor or customer 
beforehand, then you will likely end up in a dispute or with a Software as a Service 
agreement that doesn’t accurately reflect your expectations.  
 
What can I do to ensure that I conclude a software as a service agreement as quickly and 
easily as possible?  

 Understand software as a service agreements and other IT contracts beforehand 

 Sign up customers quickly and easily by drafting bespoke software as a service 

customer agreements in advance  

 Resolve negotiations when it comes to a software as a service agreements by having 

an expert review your documents 

 
About this article: 
Issued by and shared with permission from michalsons. 
michalsons provides practical legal solutions to clients throughout the world. 
https://www.michalsons.com/   
*Edited for use by Wallrich 
 

https://www.michalsons.com/
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Facebook Live 
With latest figures showing 1.79-billion monthly active users, Facebook is a social media 
platform that has immense potential for business users. However, as with any large target 
audience, communicating your message correctly is key. 
 
Facebook Live is a new video streaming 
service which enables users to livestream 
video broadcasts from their mobile 
devices. While this idea in itself isn’t new, 
Facebook’s huge audience means many 
more people can potentially tap into the 
videos that you post. In addition, 
Facebook Live offers features, such as 
the ability to watch again (unlike 
platforms such as SnapChat).  
 
Facebook Live is designed to be interactive and allows users to comment on videos and 
share them. For business users, there is great potential here - customers can ask direct 
questions about the products or services that you feature in your live video, and this allows 
you to resolve queries. It may also provide valuable insights into what your customers 
actually want. 
 
The key benefit of Facebook Live is that it offers your business the opportunity to engage 
directly with users and offer interesting live footage. The live element means that you can 
now draw people in real-time as your news is happening. For example, you could stream 
the live launch of a new product or service to your customers and potential customers 
around the world. 
 
Using the service is very straightforward. Users can go to their Facebook page and when 
they are ready to start filming, they simply tap on the live stream icon. As soon as this is 
done, followers will get a notification, which will immediately request them to engage with 
the content. You can also write a description of what you’re filming. An important point to 
remember is that all live videos are archived. This means that if a user misses the video, 
they can go back, view comments and watch it after you’ve stopped recording. This offers 
a further extension of the platform for users to share their experiences of your product or 
service and gives you additional (free) marketing opportunities. 
 
 

TAX NEWS 
Classification of an arrangement as an interest-bearing instrument 
The Income Tax Act contains a specific provision, section 24J, that deals with the tax 
consequences of interest. Interest is deemed to accrue to the recipient or be incurred by 
the payer on a day-to-day basis. Amounts that don’t involve interest follow the normal tax 
principle of accrual when the recipient becomes unconditionally entitled to it or incurral 
when the payer has an unconditional obligation to pay the amount. This article considers 
the distinction between interest and other amounts based on a recent ruling by SARS 
(Binding Private Ruling 272 (BPR272). 
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Facts that the ruling relate to 
A listed company (applicant) wishes to develop land for purposes of selling residential 
sectional title units. The land is owned by a company whose shareholders cannot sell it 
due to religious reasons. The applicant will therefore acquire the right of use of the land for 
99 years. This right of use will eventually be transferred to the purchaser of each unit. An 
option will exist for the right of use to be extended for a further 99 year period. 
 
The company that owns the land will grant the right to develop it to another group 
company (Subco A). Subco A will in turn cede the development rights to the applicant. The 
applicant will develop and market the units for its own risk and account. In exchange for 
the cession of this right, the applicant will pay Subco A an amount upon signature and 
further instalments as units are sold. It appears from the information in the ruling that the 
consideration is linked to the unit selling price, subject to certain minimum and maximum 
amounts. It furthermore appears as if the timing of the payment of these amounts depend 
on the timing of the sale of units by specified annual dates. 
 
The applicant may redeem its obligation of the development rights at an earlier date, in 
which case it is entitled to pay a reduced amount for these rights. If early redemption takes 
place after the specified date, the reduced amount is calculated with reference to an 
interest rate. 
 
Legislation and ruling 
Section 24J applies to 
interest incurred or 
accrued in terms of an 
instrument. The term 
instrument is defined 
widely, amongst others, 
as “any interest-bearing 
arrangement or debt”. 
 
The ruling confirms that the payments made by the applicant to Subco A are deductible (it 
appears when the payments are made). These payments do not constitute pre-payments 
for future benefits or services (s 23H). If the applicant were to redeem its obligations early, 
a recoupment may arise in respect of the discount received. The ruling confirms that the 
arrangement is not an instrument, as defined above, and section 24J does not apply. 
 
Analysis and practical considerations 
Despite the fact that the arrangement between the applicant and Subco A constitute a 
deferred payment arrangement and certain amounts are calculated with reference to an 
interest rate, this is not sufficient for the arrangement to be interest-bearing. It is submitted 
that the yield or cost structure of the arrangement as a whole must be analysed to make 
the determination as to whether the arrangement bears interest or not. BPR272 does not 
provide sufficient details to consider the reason for the SARS view in more detail. Planners 
and taxpayers should however bear the possibility of arrangements containing an interest-
element in mind, as this affects the timing of the tax implications of the arrangement. 
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Timing of asset disposals and accrual of proceeds 
The timing of disposals of assets and the resulting accrual of the proceeds have been 
contentious aspects over the years. In a recent case, decided in the Cape Tax Court, it 
was held that s 24(1) applies to cash transactions. As a result, the date when an 
agreement for the disposal of certain property is entered into plays an important role in 
determining the timing of the seller’s tax liability arising from the sale of the property. 
 
The timing of accruals of amounts to taxpayers has been a topic considered by the courts 
on many occasions. The WH Lategan v CIR case in which this was considered, dates 
back to 1926. In practice, this question remains relevant and is often debated by taxpayers 
when entering into agreements for the sale of assets. This article provides a brief overview 
and analysis of the a case decided in the Cape Town Tax Court (M v C:SARS, Case 
14005) on 30 May 2017. 
 
Transaction and dispute 
The taxpayer sold 25 stands in the course of its trade. The agreements were entered into 
during the 2013 year of assessment, while the taxpayer only received the payment against 
the transfer of the properties during the 2014 tax year. SARS assessed the taxpayer on 
the proceeds during the 2013 year on the basis that it became entitled to the amounts 
during this year and, alternatively, that the proceeds were deemed to have accrued to it in 
that year in terms of s 24(1) of the Income Tax Act. The taxpayer contended that it only 
became entitled to the amounts when the requirements to legally transfer the properties 
(for example, FICA compliance, compliance with the Land Use Planning Ordinance 15 of 
1985 (Cape) and rates clearance from the local authorities) were satisfied.  

 
Judgement 
Following some debate as to the timing and sequence of the transfer of the properties and 
payment, the judge concluded that the taxpayer’s entitlement to payment vested at the 
later of the dates when any suspensive conditions were satisfied or the statutory 
permissions required for the transactions were obtained. This would be the point when the 
contract became enforceable at the instance of either party. Compliance with FICA was 
not regarded as part of the suspensive conditions or statutory permissions required. On 
this basis, the purchase price in respect of 24 of the 25 stands accrued to the taxpayer 
during the 2013 tax year. SARS’ alternative argument was based on the application of s 
24(1), which states the following: 
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“if any taxpayer has entered into any agreement with any other person in respect of any 
property the effect of which is that … in the case of immovable property, transfer shall be 
passed from the taxpayer to that other person, upon or after the receipt by the taxpayer of 
the whole or a certain portion of the amount payable to the taxpayer under the agreement, 
the whole of that amount shall for the purposes of this Act be deemed to have accrued to 
the taxpayer on the day on which the agreement was entered into”. (own emphasis added) 
 
The argument for the taxpayer was that the title of s 24 referred to ‘Credit agreements and 
debtor allowances’. As the transactions were not credit agreements, s 24(1) should not 
apply. The judge however found the view that the above provision also applied to cash 
sales was supported by an earlier case, SIR v Silverglen. Based on this, it was held that all 
the amounts in terms of the agreements were deemed to have accrued to the taxpayer in 
2013 when the agreements were entered into. 
 
Practical relevance 
In the context of capital gains tax, the timing of a disposal of an asset is specifically linked 
to the conclusion of an agreement, or if the agreement is subject to suspensive conditions, 
the fulfilment of these conditions (para 13 of the Eighth Schedule). Even though no similar 
provision exists for assets disposed of in the course of trade, this judgment suggests that 
the date on which the agreement is entered into is also an important event from the 
perspective of determining the timing of the seller’s tax liability. 
 
 

Deadlines looming 
 1 July 2017 - Start of Tax Season for individuals and trusts. 

 31 August 2017 - Deadline for 2018 first provisional tax returns for individuals, 

companies and trusts. 

 September 2017 - Deadline for manual submission of 2017 tax returns.  

 31 October 2017 - Employer interim reconciliation deadline. 

 November 2017 - Deadline for non-provisional tax returns 2017 for individuals and 

trusts. 

 31 January 2018 - Deadline for provisional tax returns 2018/01 for individuals and 

trusts. 

 28 February 2018 - Deadline for companies and close corporations income tax returns 

for 2017 and deadline for 2018 second provisional tax returns for individuals, 

companies and trusts. 
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