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Dear Reader, 
 
Welcome to our October newsletter. We trust that our articles will provide you with vital 
business tips and information. In our ‘Tax News’ section we discuss the tax consequences 
that debt relief may have on your business. 
 
Please do not hesitate to contact us if you require further information on any of the topics 
covered.  
 
Remember to view the deadlines for tax returns and keep in mind that we are here to 
assist you should you need us. 
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

What does your company strategy say to your customers? 
Your business’s strategy says a lot about what you and your company believe in and 
where you are going to invest your resources. But what does your strategy say about your 
company from your customer’s perspective? 
 
Your customers need to be assured that you care about them. They have to feel important 
and believe that they are at the centre of your universe. Without your customers, your 
business can not exist. As such, it is important to build your company’s strategy while 
keeping your customers in mind.  
 
The very best businesses build every process and interaction with the focus to create a 
great experience for their customers. Businesses such as Amazon and Netflix are well 
known for their customer centric business strategies, but, you don’t need to be a global 
enterprise in order to create a strategy that puts customers first. 

 
The next time you review your company 
strategy, start with your customers in mind. 
Think about who they are, the problems they 
face and what your business can do to help 
them. For example, if your clients are time poor; 
your strategy should help them save time by 
offering the most efficient service in your market 
sector. Perhaps your customers want better 
value for money, hence a strategy that focuses 
on delivering a low cost product or service 
would be more relevant to them.    
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Regardless of the strategy that you choose to implement, make sure that it sends the right 
message to your target audience. That message should be bold and it should tell your 
current and future customers that they are at the centre of everything your business does. 
 
 

Office politics cannot be ignored 
Wikipedia describes office politics or workplace politics as the process and behaviour in 
human interactions involving power and authority. It is the use of power and social 
networking within an organisation to achieve changes that benefit the organisation, or 
individuals within it. Influence by individuals may serve personal interests without regard to 
their effect on the organisation itself. 

 
We all understand that our work entails keeping 
our heads down and working hard to finalise 
our tasks and achieve our goals. However, we 
also recognise the dynamics of office politics 
and the effect it can have on our business, 
employees and possibly customers. It is 
important to develop effective personal 
relationships with the key stakeholders across 
your company to stay abreast of the possible 
influences individuals, or groups, could have on 
the business. As such, networking with internal 
contacts is as important as networking with 
external customers and target clients.  
 

The number one tactic for managing office politics is diplomacy. Stay professional at all 
times and find common ground with key stakeholders across the business.  
 
It is important to ensure that you understand what is truly going on. Pay attention. What do 
you see? Who talks to who? Who doesn’t talk to who? What does the gossip grapevine 
say? Notice who gets their way and who doesn’t. Respond in a way that safeguards you 
from being perceived as taking sides. 
 
You should treat your stakeholders equally, do a good job for everyone and listen and 
respond to what they need. When you are communicating with an individual and you come 
to the conclusion that they are playing the political ‘game’, listen and talk to them about 
what they can do, how they feel, or what they want to do about it. Eliminate taking sides, 
but assist them to handle the situation and understand or see the situation from a neutral 
vantage point.  
 
Office politics can sometimes create stressful situations and 
tension, but it is important to keep your cool at all times. If 
you've been maligned, candidly address the issue at the 
source. Then shake hands and move on. Nothing that 
happens at the office is worth sleepless nights. In the grand 
scheme of things, will the issue matter in a week or a 
month’s time? If you keep things in perspective, you will be 
less prone to turning incidents into catastrophes. 
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If you are building a team it’s worth screening 
potential new hires carefully. Ask candidates how 
they feel about and handle workplace politics and 
how they might react in difficult situations. 
 
Finally, bear in mind that regardless of the type of 
business that you have or work for, you will not like 
everyone and not everyone will like you. Always be 
professional and courteous. Make sure you 
communicate clearly and consistently with 
colleagues and be direct. Keep promises and do 
what you said you would do. 

 
 

Managing a difficult conversation 
Very often the only thing that is more stressful than 
having a difficult conversation in the workplace is the 
anticipation of that conversation. Whether it’s a 
performance appraisal, verbal warning, or a sales 
meeting to close an important deal, here are a few tips 
to help you manage difficult conversations: 
 
Be prepared  
Spend some time considering what you want to achieve by having the conversation. Write 
down the key points you want to raise and list any further points in order of importance. 
What would your ideal outcome be for each point? If you would like the other person’s 
input, or if you have a proposal for a solution of your own, write these down next to each 
point. Picture yourself confidently raising the issues on your list and explaining your ideas 
for possible solutions. 

 
Put yourself in their shoes 
How would you receive the information being 
shared or discussed? Anticipating the other 
party’s response will help you to carefully 
consider how you communicate and what your 
body language might be revealing. This will 
enable you to be more prepared for their 
reaction, including the possibility of an emotional 
response. 
 

Time and place  
Choose a time and place you perceive will make you both feel comfortable, not be pushed 
for time and avoid being interrupted. If necessary, reassure the person you're talking to 
that the conversation is confidential. 
 
Stay focused on solutions  
It is better to ask “how can we do better next time?” than “why did it go wrong?” 
We cannot change the past, but we can explore and identify the best way to learn from 
mistakes and move forward.  
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Don't skirt around the issue  
Be polite, but stick to the preparation you did in advance of the meeting. Stay in control. If 
you find your tonality changing, for example speeding up and getting louder (getting 
frustrated), or slowing down and getting quieter (losing confidence), adjust your posture. 
Whether you are sitting or standing, change your physiology to be more relaxed, or more 
assertive, and your tone of voice and choice of words will follow suit. 
 
Have a time-frame in mind before you start talking 
If it becomes clear that the conversation is going to take longer, don't be tempted to rush 
things through or run over time. The last thing you both want is to feel exhausted by the 
conversation and to make poor decisions. Instead, agree to meet again to continue the 
conversation at a suitable time. 
 
 

The art of listening 
It is a well-known fact that listening is an important 
business skill. However, most of us are guilty of not 
listening to what our customers are telling us. Do you 
really want to understand what your customers want and 
why they buy certain products or services? Why not ask 
them for a customer feedback meeting and truly listen to 
what they have to say. 
 

Before you start your feedback meeting with your customer(s), prepare for your session. It 
is helpful to work off a report that illustrates which products or services the customer has 
bought in the past. Write down what you want to achieve from the meeting. Do you want to 
understand why the customer bought from you? Do you want to understand more about 
their needs so that you can cross sell additional products or services to them, and to 
similar customers? Study your list of questions before the 
meeting and be prepared to listen and to take relevant 
notes. 
 
If you are going to engage in client feedback make sure 
you are actively listening to what your customers are 
telling you during a session. Active listening means, as its 
name suggests, actively listening. That is fully 
concentrating on and comprehending what is being said, 
rather than just passively hearing the message. 
 
Ensure your customer sees that you are actively listening by making good eye contact, 
being aware of your body language, like nodding and saying things like, “I understand” or 
“yes, tell me more about that”. This type of feedback shows that you are engaged in the 
conversation and appreciate their time and feedback. 
 
If you want to spend time listening to what your customers have to say about your 
company’s products or services, do so in the right environment. It can be difficult to listen 
to another person when your phone is interrupting, there are lots of other people around, 
or there is a lot of noise, to mention a few. When you remove all of these distractions and 
find a quiet place to sit down and listen, it makes the process much easier and shows care 
and consideration towards your customer.  
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When asking customers to provide some feedback, it 
can be difficult to avoid interrupting. Self-control is 
therefore imperative and avoid being defensive. Try 
to take negative feedback as constructive criticism, 
rather than a personal attack.  
 
Remember, no business is perfect and you can’t 
improve if you don’t listen to the negative things that 
your customers might have to say about your 
company. The aim of the exercise is to shine the 
spotlight on them, your valued customer.  
 
 

TAX NEWS 
Debt relief may have tax consequences 

During difficult economic times, like we are currently experiencing in 
South Africa, businesses may need to make certain arrangements 
to keep afloat. These arrangements could involve cutting down on 
certain expenses or negotiating for extended payment terms for 
expenditure that cannot be reduced. The arrangements may also 
involve restructuring of certain debt obligations in order to be able 
to obtain further funding. Debt restructuring would more often than 
not involve a related person, such as a shareholder or investor who 
would be willing to renegotiate terms or the nature of the 
instrument, to protect his or her interest in the business. 

 
In recent times, a number of advance tax rulings have been issued in relation to such debt 
restructuring transactions. This article recaps on the basic tax implications that affected 
businesses need to consider and discuss with their tax advisors. It also highlights a 
specific issue that a number of the advance tax rulings deal with. 
 
Overview of the basic tax implications to consider 
Any loan involves two parties, namely the borrower and the lender. Both these parties may 
potentially be affected if a loan is extinguished or restructured. In principle, any transaction 
in terms of which a loan is settled for the amount equal to the outstanding balance or 
something other than cash of equivalent value should not attract tax implications, except 
for the possible tax disposal of the item of consideration not in cash. If however the 
consideration to extinguish or reduce the loan balance is less than the amount by which 
the loan balance is reduced, one enters the space of debt forgiveness or as it is referred to 
in the income tax legislation, debt reduction. This article focuses on this scenario. 
 
When a debt obligation is reduced or extinguished without the borrower providing 
consideration of equal value to the amount by which the debt is reduced, the borrower 
derives a benefit that may have tax implications. The tax consequences of this benefit 
depends on what the funding that caused the debt was used for. 
 
There are a number of complex tracing rules contained in section 19 and paragraph 12A of 
the Eighth Schedule to the Income Tax Act. Without going into all the detail of these 
provisions, the essence is the following: if the debt funded expenditure for which the 
borrower was entitled to a deduction, the reduction of the debt will trigger a recoupment. 
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The principle behind this is that the effect of the deduction should be reversed seeing that 
the expenditure did not actually cost the borrower the amount previously deducted. One 
may find that many taxpayers in distressed financial positions have accumulated losses 
against which this recoupment can be applied. 
 
If the debt funded an asset that is still on hand, the cost of the asset will be reduced for a 
similar reason as given earlier. The effect of this will only come through once the asset is 
sold and a capital gain or loss is realised. If the borrower has accumulated capital losses, 
these may be reduced by the benefit stemming from a debt waiver. 
 
From the perspective of the lender, debt 
forgiveness is likely to result in a diminution of an 
asset (loan) without sufficient consideration. This 
disposal of the rights attached to the loan is likely 
to result in a loss in the hands of the lender. The 
deductibility of the loss, whether against income or 
as a capital loss, depends on a number of factors 
including the nature of the lender’s business and 
whether the borrower is a connected person in 
relation to that lender or not. In addition, 
depending on the circumstances surrounding the 
extinguishing or waiver of the loan, the lender may 
end up with a liability for donations tax if the rights 
are disposed of for inadequate consideration.  
  
Specific prevalent matter dealt with in rulings: Restructuring involving shares 
A number of advance tax rulings deal with the scenario where a lender is willing to 
exchange his or her position as lender for that of a shareholder. In doing so, the lender 
effectively moves further back in the ranking of claims should the company be liquidated. 
The reasons for entering into this arrangement may vary. Being willing to back rank one’s 
own claim may put the company in a position to obtain funding.   

 
Depending on the circumstances, this may enable the company to 
recover to such an extent that it would be able to repay the 
investor, which may or may not be the case at the time of the debt 
restructuring. The rulings are all fact specific and only binding 
towards the applicants who requested it. These rulings however 
clearly illustrate the fact that an arrangement to exchange a debt 
for shareholding in a distressed company, where the shares may 
currently not be worth much, poses a risk of this debt being 
viewed as reduced. This could in turn trigger the tax implications 
discussed above.   
 

In each of the proposed transactions in the rulings, the parties structured the arrangement 
in a manner that did not constitute a debt reduction. The solutions are however tailored for 
the specific circumstances of the applicants and cannot blindly be replicated by any 
taxpayer without obtaining advice specific to the particular facts. 
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In conclusion 
Taxpayers who undertake debt restructuring would be well advised to obtain tax advice as 
part of the restructuring arrangement. Failure to do so may leave them with a tax bill to 
cover, which could impact on the funds available to effect the turnaround that the debt 
restructuring is aimed at. 
 
 

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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