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Dear Reader, 
 
Welcome to our November newsletter and also our last newsletter for 2016!  We cannot 
believe the year is almost at its end. In the words of motivational speaker Michael 
Altshuler: “The bad news is time flies. The good news is you're the pilot."   
 
We would like to use the opportunity to express our sincere appreciation for your business 
and continued support during the year. 
 
We trust that the articles in this newsletter will provide you with vital business tips and 
information. In this month’s ‘Tax News’ we briefly look at tax considerations when entering 
into transactions for BEE purposes. Remember to view the deadlines for tax returns and 
keep in mind that we are here to assist you should you need us. 
 
Our offices will close on 14 December 2016 for the 
holidays and will re-open on 9 January 2017. 
 
We look forward to your continued support and wish 
you a joyful festive season. If you are travelling, 
please stay safe on the road. 
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

Gaining a competitive edge 
Competition in business is, unfortunately, a daily struggle. The best businesses set the 
pace and aren't afraid to venture into a different direction as their competition. How do you 
and your company respond to competition? Are you leaders, differentiators or late 
adopters of tried and tested trends? 

 
Business competition can be very hard on a company, and 
especially a small business. The global economy, global 
competition, not to mention local threats, all have an impact on 
businesses. 
 
If you want to move ahead of your competitors, you need to 
change how your business positions itself within its market-
sector. After all, you cannot expect a different result if you 
continue to do the same thing over and over again. 
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Being in business is about running your own race and doing what works best for your 
company. Have a plan and approach and execute it the most efficient way possible; and at 
a pace your company and employees can manage. Running after the competition will not 
benefit you if they are running in the wrong direction. 
 
Many businesses struggle to identify their competitive advantage and even those that do 
manage to define it, tend to be ineffective at communicating that advantage. Consider 
what it is that makes your business unique. What is it that sets your business apart from 
the competition? 
 
Identify, clarify, and communicate to your prospects and customers why they should buy 
from you instead of from someone else. Some companies will focus on being the highest 
quality provider, others will choose to offer the better service or the lowest price.  
 
If you don’t focus on your competitive advantage and communicate that to your clients and 
targets, you could lose customers. You have to differentiate your company, otherwise it 
might be perceived that your competitors are exactly the same. 
 
Tell your clients why you are different and how that will be beneficial to them. Create a 
marketing message that explains what the benefits are of doing business with your 
company. It is important to ‘sell the benefit’ of the service, rather than to sell the service 
based on its features. 
 
 

Knowledge management 
Knowledge management in business is about identifying and 
developing critical technical and management knowledge and 
deploying it across the company in a way that adds value.  
 
Most businesses will have considered the risk of losing valuable 
knowledge to the extent that when talent walks out the door, the 
prime concern is losing the technical know-how which those 
people possess. Exit interviews are reactive, somewhat 
ineffective and instead managers should adopt more proactive 
practices. 
 
Collaboration systems such as internal forums can be useful in encouraging teams to 
share know-how across the company. Some companies even create wiki-sites which can 
be searched by staff who need to access important knowledge, or information quickly and 
easily. 
 
The company should have a central repository, with policies and procedures as well as 
relevant know-how documents and guides. The majority of this knowledge will be internal 
and the focus should be on documenting and sharing know-how with regard to operational 
efficiency and effectiveness. 
 
Your knowledge management strategy can also be customer focused. The key here is to 
create and share know-how that helps to ensure that customer relationships are 
maintained, service levels are high and sales volumes are increased. The crucial 
knowledge is centred round the products or services that the business offers, as well as 
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knowledge about the customers themselves, the market, competitors and other companies 
in the sector. The majority of this knowledge will be internal, with some external knowledge 
(such as market information) being needed to fully understand the client, your competitors 
and the sector in which you operate. 
 
Your knowledge management strategy could also have 
an innovation focus. This involves the creation and 
utilisation of new and existing knowledge in order to 
create new products and services. Much of this 
knowledge will be external and may include market 
research and analysing client data, to mention a few. 
 
A successful management strategy must identify the 
key needs and issues within the company, and provide 
a framework for addressing these. 
 
 

Sustainability 
The ‘green agenda’ has moved to the forefront of the modern 
business world. Society is experiencing an increasing shift in 
focus to sustainable business and environmental 
responsibility.  
 
For businesses, embracing sustainability includes encouraging 
active preservation of the environment and communities, while 
also promising attractive cost savings. Many companies have 
made considerable savings through implementing 
sustainability programmes across their value chains. 

 
Reducing operational costs 
Low-cost initiatives can have a profound impact on reducing energy consumption. 
Legislation in the form of tax incentives is also encouraging businesses to implement 
sustainable practices. This includes property tax exemptions, income tax credits or easier 
access to financing and government grants. To qualify for these programmes, businesses 
must either install certain equipment, implement pollution control mechanisms, or utilise 
environmentally friendly materials and/or recycled components, to mention a few. 
 
Strengthening brands 
With the increasing global concern about the environment, businesses can now leverage 
their sustainability and related achievements, investments, and skills, to strengthen their 
value and reputation. Conversely, those businesses that fail to resonate with what 
consumers and stakeholders deem to be important could see a detrimental impact on their 
brands. 
 
Improving employee recruitment and retention 
The next generation of professionals (millennials) are more environmentally aware and 
focused on sustainability. They are attracted to businesses that are socially responsible, 
and want to work for companies with a positive impact on the world around them. 
Therefore, building your company's brand with sustainability in mind, will help you to attract 
the best new generation recruits.  
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Enhancing innovation 
Building a more sustainable business encourages your people to become more innovative. 
This focus on innovation encourages the development of new products or services and 
new ways of doing business. Nike, who used plastic bottles from landfills in Japan to 
manufacture soccer jerseys, is a great example. 
 
 

 
 
 
 
 
 
 
 

Talent management 
The ‘war on talent’ seems to be raging on. Large businesses are competing to recruit the 
best graduates straight from university and many companies are prepared to pay well for 
the most experienced and proficient candidates. As a result, all businesses need to 
manage and retain the talent they already have. 
 
Talent management is often considered to be a Human Resources (HR) matter, but the 
management team in any business should be involved in managing the company’s most 
valuable resource – its people. Start by identifying the high potential people in the 
company and work towards developing them and retaining them in the business. 
 
Talent development 
Create a strategy to hire the best people and nurture them throughout their careers. 
Managers should set the tone and work to develop employee’s skills and knowledge to 
assist them to realise their full potential in the company. Your company’s talent 
development programme should include theory and practice, as well as coaching and 
mentoring sessions for your high potential employees. If your team feels like they have an 
opportunity to develop at their current company, they are less likely to look for 
opportunities elsewhere. 
 
Learn from others  
Consider what talent management 
looks like at other companies within 
your industry sector. What do the 
biggest international companies do 
well and what could you offer to your 
team members that would 
differentiate your company from the 
competition? Even if you run a 
smaller business, you can learn from 
the market leaders and implement 
some of their ideas.  
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Recognition and reward 
Consider the skills, knowledge and performance of employees and identify those who are 
high performers and/or exhibit leadership potential. Formal performance appraisals should 
happen at least annually and ‘top talent’ within the business should be sufficiently 
challenged with objectives which will encourage them to perform, while retaining their 
commitment to the company. The appraisal process should be transparent in order to 
avoid any potential conflict between employees. 
 
Continuous Professional Development (CPD) 
Good businesses tend to promote a culture of life-long learning. All members of your team 
should be offered access to and encouraged to take part in training courses and 
development opportunities. Investment in CPD should be viewed by the company as an 
investment in the future of the business as today’s ‘top talent’ are the business leaders of 
tomorrow.  
 
 

TAX NEWS 
Tax considerations when entering into transactions for BEE purposes 

Over the past two years or so there have been a number 
of developments in the Black Economic Empowerment 
(BEE) regulatory landscape in South Africa. These 
include legislative amendments to the Broad-Based Black 
Economic Empowerment Act (BBBEE Act) in 2014, 
changes to the BBBEE codes in 2015 and more recently, 
regulations being issued in terms of the BBBEE Act in 
June 2016. All of these developments may require 
businesses in South Africa to review structures previously 
implemented to comply with the requirements at the time 
or to design structures to be implemented in order to 
comply with the current regulatory environment.  

 
Transactions to introduce or amend structures to comply with BBBEE requirements are 
likely to have tax implications. This is evidenced by a number of advance tax rulings 
having been issued by SARS in respect of transactions entered into for BEE purposes.  
 
This article provides a high-level overview of some of the issues, which are evident from 
rulings issued, that may arise and would need to be considered from a tax perspective. 
 
Tax considerations when entering into transactions for BEE purposes 
The tax laws do not contain provisions explicitly aimed at and that only apply to BEE 
transactions. There are a number of provisions that allow for certain exceptions aimed at 
BEE transactions, without specifically stating this or limiting its application to these 
transactions or structures. 
 
The purpose of the brief discussion in this article is not to provide a comprehensive 
overview and analysis of all provisions and principles relevant to these transactions. The 
following are merely a few aspects identified from published rulings issued that may 
require consideration from a tax perspective when planning transactions aimed at 
achieving BEE compliance: 
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 Transactions entered into to facilitate a transfer of ownership for purposes of 

compliance with BEE codes may involve that this transaction takes place at a price 

that would not have been charged had this transaction been entered into for any 

other purpose. The price that the prospective shareholder(s) would pay in terms of 

such a transaction entered into for BEE purposes is often a discounted value. This 

raises the question whether the seller or transferor of this ownership interest may 

be making a donation, which would give rise to a donations tax liability. A number of 

rulings issued in this regard suggest that strong grounds may exist to argue that a 

transaction motivated by BEE requirements, and the resulting benefits of 

compliance with these requirements, should not give rise to a donation as the 

transaction is not driven by generosity in the same way as a donation. 

 
 If, and to the extent, that a BEE shareholder acquires the shares at a subscription 

or purchase price that is payable, the choice of funding instrument used may have 

certain tax implications. If a loan is used to fund the acquisition of shares the 

interest on the loan will normally not be deductible. An alternative that may be more 

tax efficient is to fund the acquisition through preference share funding. However, a 

number of tax rulings illustrate that the terms attached to such preference shares 

and the alternatives in this regard may require one to consider highly technical 

areas of the tax legislation, such as provisions dealing with hybrid instruments. 

 
 The general deduction formula would govern the deductibility of expenditure 

incurred to comply with BEE requirements. In this regard, expenditure that an entity 

is required to incur on a recurring basis would not be of a capital nature; and if 

incurred for purposes of obtaining the business benefits stemming from BEE 

credentials, should be deductible. Some uncertainty may however arise in respect 

of costs incurred to establish structures with a longer-term view or obtain benefits 

spanning a number of years. It is suggested in some of the rulings issued that in 

these cases, the deductibility, as well as the timing of the deduction, may become 

questionable.  

 

 The rulings also illustrate that a number 

of roll-over relief measures may prove to 

be valuable if certain parts of a business 

are to be transferred to an entity in which 

the BEE shareholders hold an interest or 

will acquire an interest. The appropriate 

choice of roll-over, if any, depends on the 

current structure of a business. Again, 

classes of shares and rights attaching to 

these shares are complex aspects that 

may be encountered in this process. 
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Concluding thoughts 
The rulings referred to above provide insight into the views of SARS in relation to certain 
types of transactions. However, they are only binding towards the applicant (or class of 
applicants) and one may not be able to see the full set of facts of the transactions that the 
ruling relate to from the documentation published on the SARS website. It is always 
advisable to obtain input and advice from an expert when considering the tax 
consequences of planned transactions to be entered into for BEE purposes. 
 
 

Deadlines looming 
 25 November 2016 – Deadline for 2016 income tax returns for non-provisional tax 

payers at a SARS branch or via e-filing 

 31 January 2017 – Deadline for 2016 income tax returns submission for provisional tax 

payers via e-filing – Individuals & Trusts 

 28 February 2017 – Deadline for 2016 income tax returns for companies 

 28 February 2017 – Deadline for 201702 second provisional tax returns for Individuals, 

Companies and Trusts 
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