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Dear Reader, 
 
The year has once again flown by and as we are approaching the festive season we would 
like to take a moment to thank all Wallrich’s partners, employees, suppliers, clients and 
friends for your most valued support. You have made 2017 another incredible year for us. 
 
In this, the last newsletter for 2017, we look at Deferred Tax and Share Incentives 
Schemes in the TAX News section. We trust that you will find all the articles interesting 
and helpful. Please remember to view the deadlines, and contact our dedicated team at 
Wallrich if you need assistance. 
 
Kindly note that our offices will close on 14 December 2017 and will 
re-open on 10 January 2018. 
 
May you and your families have a wonderful and restful holiday 
season. Please stay safe and be especially vigilant if you are 
travelling. 
 
We look forward to a successful and prosperous 2018 – for us all! 
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

Developing a culture of accountability 
One of the toughest balances to achieve within any business is between building a culture 
that gives people the autonomy to get on with their job, while maintaining an environment 
of accountability. 
 
There is a fine line between managing 
and micro-managing, and it tends to 
be quite subjective. Some team 
members will welcome day-to-day 
management and guidance, while 
others prefer to be left alone to get on 
with their job. As such, it is necessary 
to create systems and processes 
which allow the management team to 
maintain awareness of what is going 
on across the business, without people 
feeling like someone is constantly 
checking on them. 
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Everyone in the company should have annual goals which align with the overall objectives 
of the business. The objectives should be communicated to everyone across all levels and 
departments at the beginning of the year. Each individual should then be tasked with 
agreeing what their personal goals should be with their manager. These should cascade 
down from the overall objectives of the business. Ideally, you should aim to agree between 
five and eight goals for each team member.  
 
Once everyone’s objectives have been set, you and your management team should set up 
quarterly meetings with each of your employees to discuss progress towards achieving 
each objective. You should let your team member lead the meeting, explaining the 
progress they have made towards each goal and what they intend to do in the next quarter 
in order to keep momentum. As a manager you should ask open questions such as “What 
went well? Which areas could be improved upon?” or “Do you need any additional 
resources in order to achieve your goals?” This will provide the opportunity to assist the 
individual towards successfully achieving their goals, but in a way that doesn’t feel like 
they are being micro-managed. 
 
Finally, each team in your business should have a weekly meeting with an agenda 
designed to allow everyone to update what happened the previous week and to confirm 
what is planned for the following week. This provides an opportunity for managers and/or 
team leaders to drive objectives forward. In order to encourage accountability, at each 
weekly meeting, every team member should be required to give a three-minute update on 
where they are with their objectives. 
 
In order to make this approach work, the managers in your company should be 
accountable for the objectives, and their teams should be responsible for delivering them. 
In order to communicate progress across the business and increase transparency, each 
manager should produce a quarterly update, which can be shared across the company. 
This could take the form of a simple email to all employees. This type of communication 
also allows the managers to outline what is coming up in the next quarter and solicit 
assistance and resources if required.  
 
 

Non-Executive Directors  
As levels of boardroom regulation have increased, more and more businesses are 
appointing Non-Executive Directors (NEDs) to their boards in order to assist the 
management team with risk management, compliance and governance. 

 
While executive directors help to run a 
company’s operations, NEDs don’t have 
daily management responsibilities. As a 
result, they have the time to contribute to the 
development of the company’s strategy, 
monitor the performance of the management 
team, and ensure that appropriate risk 
management processes are in place.  
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Whereas executive directors can be too busy with day to day duties, NEDs are there to 
point out what the management team doesn’t know or see. They also assist in ensuring 
that a small group of individuals can’t dominate the board’s decision-taking.  
 
So where do you find a NED for your board? NEDs tend to be people with extensive 
managerial experience in areas such as finance, marketing, sales or legal. Many 
businesses find their NEDs through word-of-mouth or business contacts. An alternative is 
to use an executive recruitment agency. 
 
In order to get the most out of having a NED on your board, you should create a clearly 
defined job description with a formal and comprehensive letter of appointment, setting out 
exactly what is expected of them. NEDs should operate at a strategic level, challenging 
executives and providing the board with an independent perspective. It’s not just the 
business that needs to be careful. NEDs face considerable personal risks in terms of 
personal liabilities if a business were to fail. They are as accountable as other directors to 
the regulators and shareholders of the business. 
 
NEDs are not necessarily as important to the success of a business as a chief executive or 
management team, but they can provide expertise, guidance and perspective which can 
help to pave the way to success for the company. 
 
 

 

Become a more effective manager 
In the current economic environment, businesses are demanding more and more of their 
managers. They are tasked with achieving business or departmental goals and objectives 
that ensure return on investment, as well as managing their own work. Furthermore, they 
have to manage a team of individuals with their own unique personalities and way of doing 
things. It is understandable that managers can get frustrated or irate dealing with so many 
responsibilities daily.
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Here are some tips to help you to become a more effective manager: 
 
The best managers are those that step back and let their team do their job without 
standing over the shoulders. You can’t do everything yourself. Instead, assign each 
member of your team personal objectives and empower them to succeed. Give them the 
opportunity to make decisions; set up regular weekly or bi-weekly catch-up meetings, then 
step back and let them manage their own work. 
 
One of the most common complaints from employees is that their managers simply don't 
talk to them. They communicate when they give projects or tasks, but they’re often 
unreachable day-to-day. A great manager will always be available when a team member 
has a question or concern, and they will always make an effort to reach out and ensure 
employees have everything they need to get the job done. 
 
Stop and think before reacting. Act based upon sound principles, not emotion (which could 
be heated at the time). Avoid getting sucked into the emotion of the moment. Proactively 
manage difficult situations so that you address problems before they become bigger 
issues.  
 
Try to understand things from others’ point of view. Listen more than you speak and try to 
avoid jumping to conclusions. Take notes – this helps you to listen more actively. Note 
questions as you go along and keep them for the end of the meeting. You may find that 
your questions are answered by others as the meeting progresses.  
 
Communication is key. Providing feedback helps your team to continually improve. Hold 
regular meetings with team members to assess projects and check-in with them. Seek 
mutual benefits in every interaction. Negotiate so that the result offers a win for both or all 
parties. Seek a cooperative arena, not a competitive one. Win-win situations are mutually 
beneficial and satisfying. 
 
Make time to sharpen your axe. Take care of yourself and consider your physical, social, 
emotional, mental and spiritual needs. Making time to rest, recover and refresh will make 
you more effective and less stressed in the office. 

 
 
Blogging as a marketing tool  
When you think of social media, the first platforms that come to mind are probably 
LinkedIn, Facebook and Twitter. Have you ever considered using a blog as a social media 
marketing tool? Blogs can help drive traffic to your website, improve search engine 
optimisation, and can enhance recognition of your brand. 
 
Blogs are a way of sharing regular, up-to-date content with your existing stakeholders and 
target audience. They provide an opportunity to create content which can inform, educate 
or showcase what your business has achieved, and it presents a platform to promote your 
products or services. 
 
If you want to create a successful blog you need to start with your content strategy. First of 
all, think about your customers. Who are they? What type of people are they? What are 
they likely to want to read?  
 



Page | 5 

The most successful blogs are compelling and normally part of a series, drawing their 
readers in consistently. They also encourage readers to share the posts with their own 
networks. As such, you should ensure that your blog has links which make it easy for 
users to share on LinkedIn, Twitter, Facebook and Pinterest, to mention a few. 
 
You can also use your blog to drive traffic to your company’s website. The blog should 
cover a variety of different topics to increase your potential readership and drive more 
people to click on links to your website.  
 
Blogs tend to gain a following if they are useful to their readers. Whether it’s news, 
expertise, humour, insight or fun, it doesn’t matter. What matters is that when someone 
reads your blog, they get something out of it. You should try to make this relevant to the 
type of business that you run so that your readers associate your company with your 
content. This can help to build and enhance your company’s reputation. 
 
Your blog should not be a sales pitch. In fact, directly selling your products or services via 
your blog should be avoided. You can refer to the products or services that you provide, 
but the purpose of your blog is to build your reputation and encourage people to become 
familiar with your company and its brand. If you target the right people, in the right way, the 
sales enquiries should follow naturally. 
 
 

“Don’t focus on having a great blog.  
Focus on producing a blog that’s great for your readers.”  

Brian Clark 
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TAX NEWS 
Deferred tax 
As accountants, we deal with 
terminology and concepts which 
often appears to be a completely 
different language. The purpose of 
this article to is to demystify 
deferred tax and assist you in 
understanding it in the context of 
your financial statements.  
 
Ultimately, the financial statements 
we prepare for you are there to 
assist you in making economic 
decisions. Their usefulness in 
making decisions is severely 
limited if you do not understand 
each of the components that make 
up these financial statements. 
 
What is deferred tax? 
How revenue authorities tax you on your income is very seldom aligned with the way 
accountants recognise income and expenses. The revenue authorities apply legislation to 
calculate how much income will be taxed, what rate it will be taxed at, and what deductions 
you can claim. Accountants, on the other hand, apply accounting standards to calculate 
how much income and expense should be recognised. In South Africa, there are two 
standards that can be applied – International Financial Reporting Standards (IFRS) or 
International Financial Reporting Standards for Small and Medium Enterprises (IFRS for 
SME)*. 
 
Deferred tax is an accounting concept which reflects the difference between the way 
revenue authorities tax you, and the way the accounting standards recognise income and 
expenses.  
 
Consider the following example: 
You rent out a property and the tenant pays you a deposit. Instinctively, you do not include 
it in your income as the deposit is not yours - you have an obligation to return it when the 
tenant leaves. SARS views this as gross income and will tax you on the deposit**. 
However, SARS will allow you to deduct the repayment to the tenant from your income 
when you repay it. 
 
The overall effect between SARS and the accounting standard is the same. It is merely the 
timing that is different. This difference in timing means that when SARS taxes the deposit, 
the accounting standard says that this tax is paid in advance (or a deferred tax asset), and 
when SARS allows the deduction of the deposit, the accounting standard regards this as a 
reversal of the advance payment. 
 
Other common examples of items that cause this include: differences between 
depreciation (accounting) and wear and tear (tax); and where assets are shown at market 
value in the financial statements. 
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Why do we need to show these differences? 
If financial statements are to be useful, it is important that they contain all the information 
relating to a specific transaction***. It would, for example, be misleading to record the sale 
of an item without also recording the cost of that item at the same time. It would be 
similarly misleading to ignore the expected tax effects of a transaction purely because 
those tax effects materialise in a different accounting period.  
 
This is illustrated as follows: 
An investment property you purchased some time ago for R1m is now worth R1.5m. As 
your accountants, we record this as a gain in the value of your property of R0.5m. As we 
have recognised the additional income, we must also account for the eventual tax burden 
that will result from this gain (say R0.1m). This would more accurately reflect your overall 
profit of R0.4m when the property is sold****. If we ignored the future tax burden, we would 
be overstating your income relating to the growth in value. 
 
The fact that SARS will only levy capital gains tax on the eventual sale merely means that 
there is a difference in the timing as previously illustrated. In this case, the accounting 
standard says that less tax has been paid now, than is due to be paid as a result of the 
gain in value – its ultimate payment is deferred until the sale of the property. 
 
These differences multiplied by the tax rate represent the amount of tax you have either 
paid in advance (if it is a deferred tax asset), or will still have to pay (if it is a deferred tax 
liability). 
 
Are these real assets or liabilities? Absolutely. They will, on the balance of probability, be 
paid (claimed) in the future. These are just as real as the utility bill we know we will 
receive, but do not yet have an invoice for. In this case we raise an accrual for the 
expected amount. Tax is no different. 
 
Can we avoid accounting for deferred tax? 
Deferred tax is only accounted for when there are differences between the tax treatment 
and the accounting treatment of items on your financial statements. If there is no 
difference between the treatments, there is no difference and no deferred tax. The more 
relevant question would be whether we can achieve symmetry between the tax and 
accounting. This would depend on your individual circumstances. Using the revenue 
authority wear and tear rates to depreciate assets is an approach often used, but this will 
not always be appropriate. 
 
Our goal is to provide you with financial information that is useful. We hope that this article 
assists you in understanding your financial information. If you have any queries on this, or 
any other item on your financial statements, please do not hesitate to contact us. 
 
* If you prepare your own financial statements, then you may have a third option to “do your own thing” 
depending on the degree of public interest in your financial statements. For more information on this, see the 
Company’s Act regulations s27(4). Alternatively you are welcome to contact us. 
 
** There are ways to avoid SARS regarding tenant deposits as revenue, such as holding them in a trust 
account. If you would like more information on this, talk to us. 
 
*** This is referred to by IFRS as the qualitative characteristic of “completeness”. 
 
**** Assuming it’s sold for R1.5m, less the cost of R1m, less the tax of R0.1 results in a profit of R0.4m. 
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Share incentive schemes: The role of trusts 
Share incentive schemes are widely used as a tool to align the objectives of senior 
management and employees with those of a business, by providing these persons with an 
ownership stake in the business. These schemes often involve the use of a trust to hold 
shares, while it has not yet vested in the employees who may be entitled to it at some 
point in future.  
 
From a tax perspective, such a 
trust may raise a number of 
issues. SARS recently released 
two rulings that relate to the 
unwinding of a share incentive 
scheme that was administered 
by a trust set up of this purpose. 
This article specifically deals 
with the ruling that relates to the 
tax implications of the winding 
up process in the hands of the 
trust (Binding Private Ruling 
277).  
 
Scheme that the ruling applies to  
The trustees of the trust made awards to employees from time to time. The trustees 
procured shares to fulfil the awards made. The instruments awarded to these employees 
were units in the trust, as opposed to the actual shares. A unit in the trust afforded the 
beneficiary: 

 a vested right to one share in the employer company 

 the right to delivery of a share, if conditions are met; and 

 voting rights and distribution rights in the share, as set out in the trust deed. 
 
A beneficiary was not entitled to pledge, encumber or dispose of the units or enter into any 
arrangement involving the attached voting rights. Upon vesting (final date), the beneficiary 
can elect whether to receive the shares (and pay all related tax and costs to the trust), or 
request that the trustees to sell the shares on his behalf.  
 
Ruling and analysis  
One of the matters that the ruling deals with is the tax consequences for the trust when the 
units vest and the shares are transferred to the beneficiaries, or sold on their behalf. The 
ruling states that in terms of a number of provisions of the Eighth Schedule of the Income 
Tax Act, which deal with capital gains tax and disposal events, no disposal of shares 
occurs in the hands of the trust when the shares are distributed to the beneficiaries. As a 
result, the vesting event has no capital gains tax (CGT) implications for the trust.  
 
This outcome can be compared to earlier rulings, such as BPR174 and BPR259, which 
suggested that the trust disposed of the shares, but was not liable to CGT for other 
reasons. (The ruling does not apply to shares that remain in the trust). It appears that 
BPR277 is based on a number of critical facts alluded to in the document.  
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The beneficiaries acquired a vested right, which could be forfeited, to the shares held in 
trust. The trustees acquired the shares for the beneficial interest or beneficial ownership of 
the shares that vest in the beneficiaries is emphasised strongly in the ruling.  
 
Practical perspective  
It is submitted that the rulings referred to above suggest that the role of a share incentive 
trust may purely be a flow-through vehicle (such as BPR277) or a vehicle that acquires 
temporary beneficial ownership in shares (as appears to be the case in BPR174 and 
BPR259). When setting up a share incentive scheme, the role of a trust is an important 
consideration from the perspective of CGT for the trust but also other factors, such as the 
deductibility of the awards for the employer. 

 
 
Deadlines looming 
 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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