
 

 

 

 

 

Page | 1 

 

Dear Reader, 
 
Welcome to our May 2017 newsletter. We are excited to bring you more business tips and 
information, and trust that you will enjoy this edition.  
 
This month’s Tax News focuses on two important topics. In the first article we write about 
the tax treatment of unrealised exchange gains or losses posing certain challenging 
questions when a foreign denominated debt becomes irrecoverable. In the second tax 
article we discuss Capital gains tax: Cancellation of disposals. 
 
Remember to view the deadlines for tax returns. On 31 May the ‘employer annual 
reconciliation’ ends and it is also the deadline for ‘compensation fund return of earnings 
submissions’ for 2017. Our dedicated team at Wallrich is waiting for your call to assist you.  
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

New trends in online search 
The online world is constantly evolving. As such, the way that people use online search 
engines, such as Google, Yahoo and Bing, is changing all the time. Businesses need to 
keep abreast of these changes so that existing and potential customers can continue to 
find them online. Here are some of the latest trends that businesses need to be aware of: 
 
Voice 
Individuals are now accessing smart 
devices with their voices. “Digital 
assistants”, such as Siri or Cortanta, 
have become very popular and more 
common as voice recognition 
technology continues to improve. 
 
Messaging apps 
People are now spending more time 
using and accessing messaging apps 
than on social media. This includes 
apps, such as WhatsApp, Snapchat 
and WeChat. Usage levels of 
messaging services overtook social 
media in 2015. Since then, usage has 
continued to grow.  
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Mobile  
Look around the next time you are sitting in a coffee shop or standing in a queue. You will 
notice that most people are staring at their smartphone screen, surfing the web and 
searching for information online. Since the arrival of the smartphone a few years back, 
mobile has become the primary channel through which people access the internet. One of 
the most significant consequences of this shift has been that we access the web much 
more often, but for shorter periods of time.   
 
Connected devices 
According to a recent survey, people now own an average of 3.64 connected devices. This 
is going to keep on growing, particularly with the rise of the “Internet of Things” (IOT) and 
online digital assistants, such as the Amazon Echo and Siri. 
 
What should you do next? 
How you choose to take advantage of these trends depends on the type of business that 
you have and the customers that you are targeting.  
 
Perhaps you should consider setting up a Snapchat or WhatsApp account for your 
business so that you can tap into these marketing channels. If you haven’t already done 
so, perhaps it is time for your company website to be redesigned with “responsive” 
technology so that it resizes appropriately for smartphone screens, tablets, and so on. 
Maybe there are new ways for Siri or Cortana to access your company’s services? NOW is 
the time to consider these trends and how leveraging them could be advantageous to your 
business. 
 
 

Overseas business 
In today’s increasingly globalised world, more and more companies are doing business 
overseas. Where you do business dictates how you should manage your business 
etiquette and personal style.  
 
Preparation time 
It is good practice to spend some time preparing for your business trips and learning about 
a region’s history, customs and culture. This will allow you to prepare appropriately and 
assemble a number of talking points, which could be useful when you meet with potential 
(and existing) clients. 

 
Punctuality 
Arriving late is not a risk worth taking. 
Aim to be on time or slightly early. You 
cannot offend your host by being early to 
a meeting. In many countries it is 
considered rude to leave a meeting 
before it has fully concluded. Bear this in 
mind and build appropriate time between 
meetings into your schedule. 
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Communication 
When conducting business in other countries, what you consider to be “normal” 
communication protocols may not be considered conventional in the region that you are 
visiting. It is best to research the country and its customs before your trip. For example – in 
some countries, shaking hands at the start of a meeting is considered polite. However, in 
other countries the handshake may be replaced by a bow. It can be helpful to observe 
native business people first, and adapt your style accordingly so as not to offend your 
overseas business contacts during meetings. 
 
Get some sleep 
If you travel long distances on business, jet lag can be a real challenge. You don’t want to 
be fighting to stay awake in your business meetings. Therefore, allocate time for power 
naps, appropriate levels of sleep and ensure you drink plenty of water. If you find coffee 
helps, then pack some in your travel bag so that you have it on hand. Try to plan your trip 
so that you have time to adapt to the new time zone. This may mean arriving early and 
getting some sleep, or staying up all day in order to get an early night and allow your body 
to adapt to local time. 
 
 

Top tips for presenting 
Most of us will have to give a presentation at some point. You will probably use 
PowerPoint, which can be a good thing, if it is used correctly.  
Here are a few tips to help you prepare for your presentation and to connect with your 
audience: 
 
Engage your audience 
When it comes to delivering a presentation, your goal is to engage your audience. The 
presentation itself is only the start - your aim should be that your audience will want to 
continue to interact with you again in the future. This will give you the opportunity to work 
on your business relationship with them, position yourself as a subject matter expert, and 
build trust. 
 
Encourage your audience members to interact  
Using PowerPoint becomes much less of a crutch if you have an interacting audience. 
Instead, it becomes a nice tool to help you along. The real catalyst in that situation is the 
discussion itself and you should use your slides as discussion points. They will help you to 
keep your thoughts organised and act as a framework for the discussion. 
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Ask thought-provoking questions  
Asking the right questions will help you to bring your presentation to life. You want your 
audience to think about the points that you are making and engage in conversation. Make 
it clear that you value the views of your audience and encourage them to share their 
opinions with the rest of the room. 
 
Follow up in a new way 
It is important to follow up with your audience after your presentation. However, you could 
think of new ways to follow up. For example - set a PDF of the key points on a timer so 
that it is automatically emailed to your attendees at the end of your presentation. Another 
option would be to send a handwritten thank you note with a USB key attached containing 
the slides. The key is to be a bit different, and therefore memorable. 
 
 

Blurring the line between work and life  
Technology is a double-edged sword, which is blurring the line between home-life and the 
office. In some ways, this adds more flexibility in terms of how we can all manage our time, 
but it also means more calls, more emails and more meetings. 
 
Technology also means that we frequently have to switch between work and life. It’s no 
longer the case that we switch off from work when we leave the office. Rather, we go 
home and are constantly switching back and forth between family and work roles, dipping 
into work-related social media even as we are cooking dinner or having a get-together with 
friends.  
 
Smartphones have really impacted 
our ability to manage our time. As 
such, it can be helpful to switch 
your phone off from time to time. 
You need to allow yourself some 
time away from the chaos: the calls, 
texts, emails and social media 
alerts. Whether you're spending a 
night out with your partner or 
grabbing lunch with a friend, you 
don't need to obsess over work at 
every moment. If you turn off your 
device on weekends or the odd 
evening, you won't feel the constant 
need to check on business matters. 
 
Working hard is tiring. The demands of the modern working environment can often make 
you feel that you need to be “always on”.  
 
Time is a limited resource and in order to make the most of your time it is important to 
manage your energy levels in order to allow your mind and body to perform. No matter 
how accessible we are to our clients and our work responsibilities, we can't make more 
time. As such, it is necessary to make the most of our time by being more effective when 
we are in “working mode”, but it is essential that we allow time to replenish our energy. 
Sleep, exercise, eating properly and having a good social life are essential to success in 
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business. Giving yourself time to recharge ensures that you will be more alert and more 
effective when you are working.  
 
In order to be more efficient and effective in how you use your time, it is imperative that 
you create a realistic schedule. You can only do one thing at a time. As such, you should 
create your to do list in your calendar (Outlook, Google, IOS), allowing enough time to get 
things done.  
 
It’s also important to build in some flexibility so that you can respond to unexpected 
demands as and when they arise. Your approach to scheduling should also prioritise and 
allow time for your health, family and hobbies. After all – we work to live, we don’t live to 
work! 
 
 

TAX NEWS 
Bad debts: Effect on exchange gains or losses 
Difficult economic times may invariably lead to some debts becoming irrecoverable. The 
irrevocability of a debt has tax consequences for both the lender and borrower. These tax 
implications become more complex if the debt was denominated in a foreign currency. The 
South African Revenue Service (SARS) recently issued a draft interpretation note that 
deals with gains or losses on foreign exchange transactions (draft IN). Amongst others, 
this draft IN provides some insight into SARS’ views on the treatment of exchange 
differences on debts that are not recoverable. 
 
The perspective of the lender 
A lender would essentially be entitled to deduct losses in respect of irrecoverable debts in 
terms of three provisions, other than section 24I. These are: 

 trading losses suffered as a result of bad debts, 

 by money-lenders (s 11(a)), or  

 debts arising from amounts that constituted income may qualify for an allowance when 

doubtful (s 11(j)) or a deduction when it becomes bad (s 11(i)). 

 
Where any of these provisions allow for a deduction or allowance in respect of a loss on a 
debt, the draft IN states that the loss should be determined in the foreign currency of the 
debt and translated to ZAR at the spot rate. The result is an automatic reversal of 
unrealised exchange gains or losses previously taken into account on the bad portion of 
the debt. 
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The same logic should however also be applied where a foreign denominated debt that 
became bad does not qualify for a deduction or allowance. The exchange differences 
previously accounted for do not qualify for the deduction or allowance as the respective 
provisions apply to the underlying transaction that gave rise to the debt, as opposed to the 
exchange differences on it. This means that where a foreign denominated loan that did not 
arise from a transaction that gave rise to income by a person who does not carry on a 
money-lending business becomes bad, the lender cannot reverse the effect of unrealised 
exchange differences on the debt as it is not entitled to a deduction for the bad debt itself. 
For years of assessment ending on or after 1 January 2017, a specific provision (s 24I(4)) 
has been introduced to allow for unrealised exchange gains to be deducted when the 
underlying debt becomes bad, but also for exchange losses to be recouped, if no other 
deduction under s 11 applies. 
 
The perspective of the borrower 
Specific rules that deal with reductions of debt exist. The definition of the reduction 
amount, which may trigger recoupments or have capital gains tax implications, contains no 
specific guidance in relation to foreign denominated debts. SARS’ view is that the 
reduction amount should be determined in the foreign currency of the debt and then 
translated to ZAR at the spot rate. 
 
The draft IN suggests that this has the effect that the borrower who benefits from a 
reduction would need to recoup unrealised exchange losses previously accounted for on 
the reduced debt (under s 8(4)(a) as opposed to s 19). No mechanism exists to reverse 
the effect of unrealised exchange gains previously taken into account for tax purposes on 
the reduced debt. 
 
This recoupment introduces a cost that potentially distressed borrowers should bear in 
mind when dealing with arrangements that have the effect of reducing debts. 
 
 

Capital gains tax: Cancellation of disposals 
Capital Gains Tax (CGT) is imposed when a taxpayer disposes of an asset. The taxpayer 
has to account for the CGT in the year of assessment in which the disposal takes place. 
The gain on disposal is determined as the difference between the proceeds, which in 
simple terms is represented by the amount accrued to the taxpayer in respect of the 
disposal, and the base cost of the asset. The taxpayer in New Adventure Shelf 122 v 
C:SARS (310/2016) [2017] ZASCA 29 (28 March 2017) got into a position where the gain 
accounted for upon disposal did not realise and had to be reversed. 
 
Background and judgment in the case  
The taxpayer sold a property in Stilbaai, a coastal town in South Africa, for an amount of 
R17,72 million during 2006. It was sold to a company that intended to effect residential 
developments on it. The arrangement entailed that the purchaser would pay the taxpayer 
the selling price in a number of instalments. The purchaser only honoured some of its 
obligations towards the seller. It only paid approximately R4,5 million of the purchase 
price. During November 2011 the parties came to an arrangement in terms whereof the 
purchaser returned the property to the seller. The seller retained the payments received as 
compensation for its damages. 
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From a tax perspective, the seller declared a taxable capital gain of R9,74 million on the 
disposal in its 2007 year of assessment. As the asset was acquired before 1 October 
2001, it had used a valuation date value as its base cost. The full amount of R17,72 million 
constituted proceeds as if the taxpayer was entitled to its payment in future. 
 
When the cancellation took place in 2011, and it became apparent that a large portion of 
the above proceeds would not be received, the taxpayer requested that its 2007 
assessment be re-opened to correct the capital gain that still reflected the full proceeds. 
SARS did not allow this on the grounds that the legislation did not make provision for such 
a re-opening (rather that a capital loss arose upon cancellation that could be utilised in 
future) and that the 2007 assessment had become final when the taxpayer did not object 
to it within three (3) years. 
 
The court confirmed the views of 
SARS. In particular, it held the 
view that any reference to a 
reduction in the proceeds as a 
result of cancellation in the 
provisions dealing with proceeds 
(para 35) referred to as reduction 
in the year during which the 
disposal took place. The 
provisions relating to a 
redetermination of the capital 
gains (para 25) require such a re-
determination to be made in the 
year in which the change that 
requires the re-determination took 
place. 
 
Practical implications to consider 
This case confirms that where a disposal that gave rise to a capital gain is cancelled in a 
subsequent year, the effect of the capital gain will be reversed by a capital loss. This 
principle has been clarified in the legislation by certain amendments in 2015. The capital 
loss arises in the year of the cancellation and is not carried back to the year in which the 
disposal took place. The taxpayer would therefore be in a position where it paid tax on the 
gain, while the effect of the cancellation (capital loss) can be utilised against future gains 
by the taxpayer.  
 
The outcome serves as a reminder for taxpayers that like income tax, CGT is payable on 
an accrual basis. This means that a person can be taxed on a capital gain, whether it has 
received the proceeds in cash or not. If the taxpayer is entitled to an amount in respect of 
the disposal, it will be subject to CGT. 
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Deadlines looming 
 31 May 2017 - Employer Annual Reconciliation ends. 

 31 May 2017 - Deadline for compensation fund return of earnings submissions for 

2017. 

 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. 

 28 February 2018 - Deadline for 2018 second provisional tax returns for individuals, 

companies and trusts. 
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