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What keeps you awake
at night?
The most common answer is NOT KNOWING WHERE YOU STAND
with respect to your business.
If you’re not getting reliable information on a regular basis in a
format that you can understand, we can help! We’re experts at
developing accounting systems and reports.
Alternately, we can prepare the figures for you, accurately and
promptly, and offer you an outsider’s view on your performance.
We can also help you develop an annual budget and show you
how you’re doing every month against your targets.
Respond to info@wallrich.co.za with “Monthly reports” in the
subject line and a member of our team will call you to schedule
an appointment at a time that is convenient.
Please remember that we are here to help and support you at
all times.

The company will first calculate its Public Interest Score (PIS*).
The PIS is a score calculated by combining the company’s (or CC’s
– see the next article) turnover, debt, employees and
shareholding. Regulations 28 and 29 of the Companies
Regulations, stipulate which category the company falls under,
and whether the annual financial statements will be audited or
reviewed.

Public companies
State owned companies
Any profit or non-profit company, who has held fiduciary
assets of more than R5 million;
Certain non-profit companies incorporated by the state;
Any other company whose PIS in that financial year is 350 or
more; or is at least 100 if its annual financial statements
were internally compiled.
What is it and what is the difference between an audit and
a review?
A review is a form of a negative assurance engagement. When
performing an audit, the overall objective of the auditor is to obtain
reasonable assurance about whether the financial statements as
a whole are free from material misstatement, thereby enabling the
auditor to express an opinion on whether the financial statements
are prepared, in all material respects, in accordance with an
applicable financial reporting framework.
A practitioner’s objective, in a review, is to conclude whether
anything has come to his/her attention that causes him/her to
believe that the financial statements are not prepared, in all
material respects, in accordance with an applicable financial
reporting framework.
Independent reviews must be performed in accordance with
ISRE 2400. The standard approach that the practitioner should
follow is mainly analytical procedures and enquiries (further
explained elsewhere in this newsletter).

New Companies Act of 2008
Now that the unknown has become known, auditors can feel
more relieved going forward. When the Companies Act came
into effect on 1 May 2011, there were many questions
surrounding Independent Reviews:
When is an audit or review performed?
What is it and what is the difference between an audit and
a review?
Who can perform it?
Can the same firm prepare the financial statements and
perform a review?
Print newsletter
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Who can perform it?
If the PIS is greater than 100 and the financial statements are
internally compiled, the review can only be performed by a
Registered Auditor or a Chartered Accountant (SA). In other
cases where a review is required, the reviewer can be a
Registered Auditor, Chartered Accountant (SA) or Close
Corporation Accounting Officer.

b e

t a x i n g

Anomaly #1: Continued existence of accounting officers reports
The requirements for CC’s to have an accounting officer and for
them to report in terms of their duties under the Close
Corporations Act still stand. This means that CC’s requiring an
audit will have an audit report and an accounting officer’s report
in their financial statements and will at all times have both an
appointed auditor and an accounting officer.

Can one partner from a firm prepare the financial statements
while another partner performs the independent review?
An independent review of a company’s annual financial
statements may not be carried out by a person who was involved
in the preparation of the financial statements.

Anomaly #2: From an audit to nothing by virtue of independent
compilation CC’s with a score of between 100 and 350 that
compile financial statements internally must be audited. Many
have accounting officers who are related to the CC in some way
and this could mean that, by definition; the financial statements
are ‘internally compiled’.

Therefore a firm can use two people in the same firm provided
they both qualify as an “independent accounting professional”.
What is important is that both of them must be RAs, CAs, SAIPA
members, etc. and that the Code of Professional Conduct still
needs to be applied, especially if two people in the same firm do
the work.

The anomaly is that they could have their annual financial
statements compiled by an Independent Accounting
Professional, which provides no assurance, and thus avoid an
audit or review. Avoiding an audit is a big saving in terms of cost
and effort, but costs will still be higher even if the Act had not
been amended.

Greater burden for CC’s but
not all doom and gloom.
While many experts speculated that the new Companies Act
would mean the end of Close Corporations (CC’s), few predicted
that it would keep current ones in existence, but with more
regulatory requirements. This is exactly what happened.
The Act has a number of sections that will apply to CC’s effective
from 1 May 2011. The major ones relate to the financial
statement requirements (including audits and reviews), people
excluded from management and the business rescue provisions.
The requirements related to the financial statements are likely to
have the greatest impact on a number of businesses.
Audit or Independent Review
Depending on their public interest score*, CC’s are now required
to have an independent review or audit. This applies to financial
years ending on or after 1 May 2011. However, they are exempt
from the review if everyone with a beneficial interest in the CC is
also a “director”. As this will usually be the case, they are
unlikely ever to be required to have an independent review.
CC’s with a public interest score between 100 and 350 that
compile their own financial statements, and all CC’s with a public
interest score of 350 or more, must be audited.
Financial Reporting Standards
CC’s will have to apply prescribed financial reporting standards
unless they have a public interest score under 100 and compile
financial statements internally. As they do now, CC’s will still
have a choice between IFRS and IFRS for Small or Medium
Enterprises (SME’s). Those that compile financials internally and
have public interest scores under 100 can apply any financial
reporting standards.
This could mean that certain CC’s will be in for extra costs. Some
may even have to modify their accounting systems so that the
right information is available to comply with the relevant
standards. The requirements relating to financial reporting
standards are applicable to years commencing on or after the
effective date of 1 May 2011.

Conclusion
As the regulatory environment for CC’s has changed considerably,
management should contact their professional advisors as a matter
of urgency to ensure they are compliant.
By Ewald van Heerden - Partner at Mazars

Calculating the public interest score:
Every company must calculate its ‘public interest score’ at the
end of each financial year as the sum of the following:
a)

Number of points equal to the average number of
employees during the financial year;

b)

One point for every R1 million (or portion thereof) in
third party liability, at the financial year end;

c)

One point for every R1 million (or portion thereof) in
turnover during the financial year; and

d)

One point for every individual who, at the end of the
financial year, is known by the company
i.

In the case of a profit company, to directly or
indirectly have a beneficial interest in any of the
company’s issued securities; or

ii.

In the case of a non-profit company, to be a
member of the company or a member of an
association that is a member of the company.

Ewald van Heerden
Partner at Mazars
ewald.vanheerden@mazars.co.za - (021) 818 5000
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Section 15 Review Process.
Does the simplified audit process
compromise risk management?
The retirement fund industry is rife with change – an increase in
compliance levels via PF130, King III and the accumulation of
tax-free monies over members’ lifetimes via changes in tax
legislation have recently upped the ante, and the pending NSSS
will bring further change to members, employers, service
providers and the industry in general.
The emerging tsunami of pending baby boomer retirements and
the growing realisation that the double decade long swing from
defined benefit to defined contribution has not produced the
results anticipated, have highlighted the brutal inadequacy of
retirement savings and the very low replacement ratios
emerging.
The need to ramp up retirement savings has enhanced the focus
on costs in the defined contribution environment and this in turn
has resulted in a migration from independent self-standing funds
to umbrella funds, a consolidation of smaller umbrella funds into
larger umbrellas and possibly a potential consolidation of
Insurers as evidenced by the Momentum – Metropolitan merger.
An interesting development on the side has resulted from the
scrapping of the audit exemption for retirement funds
administered by insurance companies – a move allied to
compliance and consumer protection. However, the unintended
consequence has been the inability of the audit profession to
service the demand and of the FSB to regulate 13 600 registered
funds.
A partial solution was the introduction by the FSB of the Section
15 Review - a simplified, abridged version of the usual full audit
applicable to retirement funds with assets up to R50m, which
focused on non-compliance across a broad spectrum, as
opposed to compliance but with the objective of reducing costs
and saving time and resources.
At face value, the cost saving objective has probably been met
but the question arises as to whether the abridged process has
introduced an unintended consequence via an increase in risk
management for Trustees.
In the single-minded quest to reduce costs, it is possible that
Trustees will fail to appreciate the significance of the subtleties
involved. It is therefore probable that unintended consequences
could emerge because of the fact that:
The audit review report has been replaced by a factual
findings report
No professional audit opinion is expressed
Materiality is no longer taken into account
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In a full audit scenario, the opinion expressed by the auditor
provides a significant level of comfort for Trustees. In the
absence thereof, coupled with vagueness around materiality, the
significance of issues, which could reasonably be expected to
enhance risk, could impede the ability of Trustees to either arrive
at a conclusion or to draw the correct conclusion and/or to
formulate an opinion.
In smaller funds, Trustees often do not appreciate the full extent
of the responsibilities linked to fiduciary trusts and that they are
accountable for ensuring proper internal controls and
administration processes, albeit that such processes have been
outsourced to external service providers.
In short, they often have little idea of the practical application of
these checks and balances and thus tend to rely on the
professional opinion and guidance of the auditor and the
administrator to have performed their respective duties and to
have picked up anything untoward in the process.
Therefore, the great dilemma and conundrum.
Firstly the lack of a professional audit opinion causes
consternation followed by the realisation that in having to
formulate their own opinion from an interpretation of the review
results brings with it a potential increase in risk and exposure.
This in turn hinders decision-making.
The vital questions are:
Is the lower cost of the review material and more
importantly, is the potential risk commensurate, with the
reduction in workload and cost?
Are Trustees equipped to make the necessary judgement
calls in the absence of a full audit?
Are Trustees aware of the consequences of the subsequent
decisions taken?
Given the importance of wording used in standard
representation letters etc, is it prudent to expect Trustees
to make decisions in the absence of that level of comfort
provided by a professional audit opinion?
In conclusion, it seems we may have contradictions between the
need to reduce costs and workload and the need to draw
conclusions without the guide and comfort of a professional
opinion on the other.
Intentions of good governance are possibly inadvertently
compromised by an unintended increase in risk!!
By Mike Hogan - Certified Financial Planner (CFP®) and
Managing Director Consolidated Employee Benefits (Pty) Ltd
For more information please visit: www.consolidated.co.za

The above are causes for concern and a need for prudence and
caution by Trustees as it is an unfortunate reality that many
Trustees (particularly Member Trustees) are not financially
literate and indeed have little or no business acumen.
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Independent review
Is less necessarily more?
In the fields of literature, architecture and design, the approach
of “less is more” is often considered the most appropriate route
to follow. This however, may not necessarily be the case with the
independent review in the New Companies Act. Envisaged,
among other things, the reduction of costs and striking a
balance between regulatory consideration and administrative
burdens, companies that are not required to have their financial
statements audited and elect to have their financial statements
reviewed independently, may be disappointed with the cost
savings that are realised.
Experience from the UK suggests that the cost of a review make
up 80% of the cost of an audit. However, 80% of the cost does
not mean that a benefit of 80% will be achieved. The assurance
obtained from an independent review is considerably less than
the assurance obtained from an audit. Businesses will have to
weigh up the cost savings of an independent review compared to
the benefits of an audit, before deciding on a course of action.
There are a number of additional challenges to an independent
review. The question often asked is: “Which standard should be
used?” Since the standard for the independent review is being
revised, should the outdated 2006 standard be used, or should
the new standard be pre-adopted, even though it has not yet
been released? Unfortunately, unlike Humpty Dumpty, who says:
“When I use a word, it means just what I choose it to mean –
neither more nor less.” the Act is very clear in this respect;
practitioners should use the existing (albeit outdated) ISRE 2400.
Regulation 29(5) has also led to rigorous debate. The official
interpretation of the South African Institute of Chartered
Accountants (“SAICA”) is that the natural person is prohibited
from being both the preparer and the reviewer of those same
set of financials. SAICA believes this prohibition does not extend
to different individuals in the same firm.
Can two different persons, both qualified as independent
accounting professionals, as defined, from the same firm,
perform these two engagements? SAICA is of the opinion that
this is permissible in terms of the Act.
Practitioners, however, should at all times consider the Code of
Professional Conduct and the requirement to maintain
independence in both mind and appearance. The existence of
threats to independence does not in itself mean that these
services cannot be performed, but it does require the
practitioners to identify the significant threats and to implement
safeguards to reduce them to an acceptable level.
Is it necessary for both of these individuals to be partners, or is it
acceptable for one to be a manager? At the heart of this debate
is the question whether a person is still independent if he or she
reports to another independent accounting professional? SAICA
is of the opinion that in terms of the Act, there is no requirement
for the reviewer to be a partner. It is sufficient if he or she
qualifies to act as a reviewer in terms of the regulations. Again,
one must always consider their independence. A situation where
the reviewer reports to the partner, who prepared the financials,
creates a very significant threat to independence. Therefore,
while permissible in terms of the Act, this may not be
permissible in terms of the Code.
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Auditors have been required to report “irregularities” since the
1950’s. In terms of regulation 29 (6), reviewers are now also
required to report irregularities. A very real concern for many is
that having done far less work than auditors, will reviewers have
sufficient information on which to base their conclusion?
The New Companies Act is very recent legislation. It is both
desirable and inevitable that this legislation will give rise to
rigorous debate and scrutiny. I am reminded of the words of the
American author, Augusten Burroughs: “I myself am made
entirely of flaws, stitched together with good intentions.” While
there may be flaws in the New Companies Act, the intention
behind the Act is good. I suspect the Act will prove to be an
unpolished gem.
By Carol Butcher Professional Writer & Editor:
butcher@iafrica.com
and Henk Heymans MD ProBeta Accountancy Development:
www.probeta.co.za

Generating a return from
webinars
As business owners and managers dedicate more time to running
their businesses and keeping their heads above water, they have
less time to leave the office in order to attend presentations and
seminars. As a result, webinars are finding favour with business
people who still want the benefits of attending a seminar
without the hassle of leaving the office in order to attend.
Running webinars gives you and your business an opportunity to
reach out to customers, demonstrate your expertise / the
effectiveness of your products and engage with customers.
Webinars assist your business in:
Generating new leads
Educating new and existing clients on the benefits of your
products/services
Reaching prospects and decision makers who are generally
not easy to get in touch with
Choose relevant topics that your customers and prospects care
about. Identify an issue or challenge in your target market and
develop a webinar which demonstrates how your firm can help
businesses to address the issue. Developing a webinar that
addresses this issue and illustrates how your firm can help will
really engage with your target audience.
Be tactical and develop a game plan for your webinars. In
running a webinar you are giving a certain amount of information
and advice away to your clients and prospects for free. You need
to get a return on this investment. Decide on which tactics you
will use in order to develop new business from your webinar. For
example, capture all email addresses of your webinar attendees.
The day after the webinar send an eZine / eNewsletter out to
those who attended the webinar and attach a link where the
attendees can download the notes from the webinar.

Continues on pg 3
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Record those who click through and download the notes (these
people are obviously interested in your products / services). Pass
these contact details on to your sales people and ensure that
they follow up on the leads within a couple of days.
Use Email and Social Media sites such as LinkedIn to invite clients
and prospects to a webinar. However this is only the beginning.
The day after your webinar you should link to all attendees on
LinkedIn – they should be receptive as a result of your webinar.
Next, you should email all attendees thanking them for attending
the webinar and informing them that you will add them to your
e-newsletter list. (They can unsubscribe themselves if they wish
– just make sure to give them this option). Stay in regular contact
with these new prospect clients – a monthly e-newsletter should
be sufficient. Keep a list of these prospects and make sure that
your sales team follows up on potential leads.

Cutting employee training
costs in a recession
As businesses further tighten the purse strings the likelihood of
training budgets being cut increases. However, employees still
need to learn new skills and keep up to date in order to realise
their full potential. As such here are a few ways to reduce your
training spend without neglecting training entirely.
Use online training courses
The availability of online training courses has increased and you
can now use these courses to train staff on anything from
computer software packages to money laundering. Online
training is generally cheaper than getting a trainer on site and
your business won’t suffer - since staff don’t need to visit a
training session off site – instead they can do it at their computer
in the office. Whichever online training provider you use, ensure
that they provide a certificate upon completion of the course for
your staff training records. While eLearning offers other benefits
as well, the cost savings alone can make it worth your while to
find online courses that will meet your business's training needs.
Cut all unnecessary training
Many businesses waste money on unnecessary training. For
example, an experienced sales manager most likely won’t need a
sales training course if they have been competent in the role for
the last 10 years. Equally, time management or personal
effectiveness courses may not be necessary for experienced staff
and your business can save money by allowing these staff
members to opt out of such training.
In-house training
If you have some experienced employees your business can
achieve cost savings by allowing the experienced staff to train in
any new recruits rather than sending the new staff on a training
course. This will also help your new staff to develop good
rapport with their new colleagues and they will become more
aware of the prevailing corporate culture within your business.
In order to support in-house training you can develop handouts,
tip sheets and reference materials that staff can refer to in
the future.
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Don’t just work “in” the
business.
Work “on” the business
Today’s business manager is short on time and therefore must
prioritise the most important tasks. However, many business
owners and / or managers become caught up in the day to day
“workings” of the business such as closing sales, invoicing, staff
rosters and so on but neglect the strategic aspects of running the
firm.
Many managers can be accused of being a bit short sighted when
it comes to their goals for the business. Marketing is often seen
as “non chargeable time” and may not be prioritised as a result.
As such it’s important to focus on the impact that marketing has
on the business. The goal of the marketing function is to
generate business / sales – after all, if nobody knows who you
are / what you do, you won’t have any customers!
Successfully marketing your business entails focusing on what
you want the business to achieve, what type of clients you want
and the way you target these clients. There are many different
strategies for achieving your business targets but the question
we are asking here is can you afford not to increase your firm’s
profile?
The answer to the above is inevitably no – you need to increase
your firm’s profile in order to attract new customers. Therefore
business owners / managers need to devote time to working
“On” the business.
If you don’t already invest time and resources into marketing
then it’s time to build a marketing plan for your business.
The plan should include the following:
Identify your target market
Identify your goals for the next 12 months (sales targets,
market share, etc)
Identify strategies for achieving these goals
Build a month by month marketing plan to enable you to
successfully implement these strategies
Identify the likely cost of the above activities and set this in
stone (this is your marketing budget)

Search engine optimisation
As business people, many if not all of us have been contacted at
some stage by a salesperson offering to “optimize” our
company’s website in order to improve the site’s ranking on
search engines such as Google, Yahoo, etc.
These sales calls can give the impression that search engine
optimization (SEO) is a once off, quick-fix deal. This is certainly
not the case. Each and every website is different and in order to
optimize your website you need to devote time to analysing your
own site, your target audience and your competitor’s sites.

Continues on pg 6
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You can use free services such as Google Analytics to help you
monitor your website’s search engine ranking and develop
strategies to improve the effectiveness of search keywords that
you may be using on your site. If you used a web design
company to build your business’s website it may be worth asking
them to provide a free SEO review of your website. This will
enable you to gain an understanding of how to develop a
suitable strategy for securing that illusive “top ranking” on
Google!
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Tax tip
By now you should have a clear idea on whether you have
declared sufficient taxable income on your provisional tax
declarations for the 2011 tax year. If there is a possibility that
you may have declared less than 80% of your actual income (if
taxable income greater than R1m) or less than 90% if your actual
income is less than R1m, you will need to submit a third
provisional tax return by end of September.
Ensure you contact your tax practitioner in this regard as this
may save you penalties and interest on under estimation of
provisional taxes.

If you don’t have the in-house expertise, you can then retain
your web designer to manage your SEO strategy on an on-going
basis. Remember, it will take time before you really start to see
results from SEO. It is very much a matter of trial and error. Your
web designer can advise you on a suitable budget for a Google
“Adwords” campaign which allows you to bid on keywords and
can have a positive effect on your search engine ranking, albeit
for a fee.

VAT blitz
Do you supply taxable as well as exempt products and services?
Remember to apportion your input tax claim.
You can claim input tax on all qualifying services and goods
acquired if it relates/is used to provide standard rate and zero
rated services and/or goods.
If the expense is however incurred to produce Vat exempt
services or goods, the input Vat cannot be claimed.
Input on expenses that relates to both taxable and exempt
supplies, need to be apportioned according to the percentage of
taxable vs exempt income to be earned/produced.

Set your SEO budget and stick to it – don’t be tempted to
increase the budget if you don’t enjoy immediate success. The
approach must be fine-tuned first, it’s not just about the budget.
If in doubt, hire in the appropriate expertise – there are plenty of
web design firms out there who can manage your SEO for you.
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Inspired by
experience and
innovation in

Wallrich originated from the company Lloyd Viljoen (Randburg south branch), established in
1964. The main focus was on audits, accounting and financial health checks. Wallrich was
introduced in 2010 and took over the traditional accounting and tax assignments section in
Lloyd Viljoen, adding a progressive consulting and financial management component. The
management team is young, energetic and inspired by innovation in business and finance.
The relationship with Lloyd Viljoen supports a combination of experience and modern-day
practice for financial management consultancies.
We have built a sound reputation on service delivery utilising customised methodology to ensure
cost effective reviews. We strive to be accountable, accurate, topical and always benefit driven
for our customers in commerce and industry.

business
and finance.

1st Floor, Randpark Building
20 Dover Street, Randburg
PO Box 2444, Randburg,
2125

Business start-up support.

Preparation of annual financial statements.

Business planning, cash flow

Management accounts.

and profit projections.

Accounting services and advice.

Consulting on management buy outs/ins.

On the job training of your financial staff.

Acquisitions, mergers and disposals.

Tax planning, return preparations for corporates,

Due diligence reviews and feasibility studies.

individuals and trusts, statutory tax preps and

Secretarial services.

compliance.

Forensic audits.

Estate planning.

Internal audits.
Tel:
Fax:
E-mail:
Web:

+27 (0) 11 789-1011
+27 (0) 11 789-1012
info@wallrich.co.za
www.wallrich.co.za
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Wallrich services

Vision

Business start-up support.

The Wallrich vision is to provide accurate, superior and
informative financial management, accounting and auditing
services to small to medium size enterprises.

Business planning, cash flow
and profit projections.
Consulting on management buy outs/ins.

Mission
The Wallrich mission is to be always accountable, based on
strict values of accountability in everything they do.

Acquisitions, mergers and disposals.
Due diligence reviews and feasibility studies.
Secretarial services.

Values
Wallrich currently comprises of 3 partners, who’s combined
skills cover all the financial management needs a business
would require.
To maintain a competitive edge, Wallrich ensures that their
staff receive expert personal training in the latest technology
and legislation.

Tell us about your company

Forensic audits.
Internal audits.
Preparation of annual financial statements.
Management accounts.
Accounting services and advice.
On the job training of your financial staff.
Tax planning, return preparations for corporates, individuals
and trusts, statutory tax preps and compliance.
Estate planning.

The Wallrich Journal is produced monthly and contains editorials
that are of general interest to business owners, entrepreneurs
and financial professionals. It is sent to all Wallrich and Lloyd
Viljoen clients and opinion leaders, and is also posted on the
company website. As we are proud about our progress and
achievements, as well as our valued relationship with our clients,
we would like to provide you with the opportunity to profile your
company and its competence with a short editorial. Should this
be of interest, then kindly submit your contribution of not more
than 200 words to martin@mscom.co.za and make mention that
the contribution is for the Wallrich Journal. Obviously, not all
editorials will be placed at once. As the submissions are recorded
they will be placed. We look forward to your contribution.

Wallrich
seminar survey
In order for us to be fully accountable, our clients have to be informed
decision makers. Wallrich will be hosting a series of client seminars to
address key issues and aid our clients in understanding the ever
changing, complex financial sector. These seminars will help business
people gain insight into sustainable business practices from a financial
services perspective. To develop a seminar program that will provide a
truly meaningful experience to our clients, we would appreciate your
recommendations on specific subject material. Please let us know
which topics of discussion would be of interest and most pertinent to
adding value to our current service offering.
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Chartered Accountants SA
1st Floor, Randpark Building
20 Dover Street,
Randburg
PO Box 2444,
Randburg,
2125
Tel:
Fax:
E-mail:
Web:

+27 (0) 11 789-1011
+27 (0) 11 789-1012
info@wallrich.co.za
www.wallrich.co.za
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