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Samsung Galaxy S4
Samsung's Galaxy S3 was one of the most popular phones of
last year, rivalled only by the iPhone. It played a huge role in
establishing Android devices in the business arena.

5

Outsourcing human resources
In today’s challenging business environment, many businesses are
turning to outsourcing as a way to reduce costs. It is not uncommon for firms to outsource functions such as IT, payroll and
back office functions. Recently, firms are beginning to consider
the potential of outsourcing human resources (HR) as well.
The benefits of outsourcing are simple: lower operational costs
and increased efficiency, as the outsourced provider will generally
commit to a service level agreement (SLA). However, is
outsourcing HR really a viable business solution?
Reduced Costs
A business can save money by outsourcing HR: tax contributions,
employee benefits and desk space can all be saved as a result of
removing the need for direct employees. In the quest to secure
the best value for money, some businesses outsource their HR
function to offshore firms that have considerably cheaper labour
costs than South Africa. This saving can then be passed on
to the client.
More Efficient Service
As for the specialisation of these third-party service providers, the
quality of service required by a company can be met consistently.
In an outsourcing scenario, front-line services would still need to
be delivered in South Africa (assuming this is where the business is
based). Customer service and back office functions
can be delivered effeciently from offshore location using highspeed internet connections, phone systems, video conferencing
and e-mail.
Just like any other aspect of running a business, outsourcing HR
has its positives and negatives. The positives, as we have
identified, are the cost savings and increases in efficiency. On the
negative side, outsourced HR people do not know the business as
well as an in-house HR team would. As a consequence, they won’t
understand the strengths and weaknesses of the firm’s team and
may struggle to deliver real value.

Samsung recently unveiled the Galaxy S4, a phone boasting
specifications to make even the most ardent tech lovers
draw breath. Its features include a huge 5-inch screen
packing full HD, a powerful quad-core processor, 2GB of
RAM, a host of Samsung software extras, a 13-megapixel
camera and 4G connectivity for super-fast data speeds.
In smartphone Top Trumps, the S4 challenges the
competition on every level. However, this means that it
comes with a top-end price; a SIM-only handset will cost plus
minus R 8,890. Fortunately, the phone is being offered by all
major networks on a range of plans and most business users
should be able to get a subsidised handset from the
provider.
With this latest model, Samsung have taken each aspect of
the already excellent Galaxy S3 and upgraded and improved
it. Its 5-inch, full HD screen is the best in the business and the
quad-core processor has been given a makeover to increase
its speed. The device comes complete with a host of
Samsung software, and the built-in camera offers a
13-megapixel resolution.
The phone's main weakness is its plastic design, which
hasn't seen much of an update from the S3. It doesn’t boast
the build quality or classy appearance of the iPhone 5 or
Blackberry Q10. Moreover, the S4 isn’t as user friendly as an
iPhone, and most business people will be more familiar with
Blackberry or iPhone devices.
If you want the best-performing phone in your pocket, the
Galaxy S4 is probably the device for you. Bear in mind that
since the S4 is now available, the price of the S3 is likely to
drop. Although it doesn't have the outright power of its big
brother it’s still a fantastic and very similar phone that's well
worth a look if you don't mind having slightly older kit in
your hands.
In conclusion, the Galaxy S4 is a viable alternative to an
iPhone 5 or a Blackberry Q10 / Z10.
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Adapting to changes in
the market

PR programmes must
have objectives

Due to the turbulence of the current economy, businesses
today have to adapt to constant market shifts. The businesses
that adapt best to this ‘new normal’ will thrive as the market
improves over the coming years.

In order to maximise return on investment, Public Relations
(PR) programmes should serve a strategic purpose. PR for the
sake of PR will most likely fail to produce a tangible result.
Instead, each PR programme your business undertakes should
be in line with at least one strategic objective of your
enterprise. For example your objective could be to target more
customers in a certain socio-economic group, or to encourage a
repeat purchase.

Every market changes, but some change faster than others.
For example, the iron ore industry moves much slower than
the high tech or publishing industry. Established franchises can
disappear if they fail to see, accept and respond to market
changes. Microsoft were slow to respond to the rise of tablet
computing, and cannot compete on price in the cloud sector of
the market. Many magazines have been slow to respond to the
web and the growing popularity of tablets such as the iPad. It is
interesting that most major IT and technology magazines went
100% digital well ahead of other titles.
The market is changing and the economy is turbulent. As a
business owner or manager; what can and what should you be
doing in the current business environment?

As an industry, PR is packed full of creative people who can
generate unique ideas to help you. All of this creativity means
very little unless it is goal driven. The starting point for any
campaign must be to identify what the commercial objectives
of the business are. Business owners should consider ‘what
success looks like’. If everything goes to plan; the business
should then be able to measure or quantify that success. Only
at this point should you get creative and come up with the ideas
to create the standout PR campaign that the business needs.

Two indicators exist to warn you when a trend is undeniable
and will change your industry. The first is simple – good old
fashioned economics. Monitoring supply and demand for
products or services over time will allow you to spot trends in
the market. If you can adapt in order to create a value
proposition which appeals to the consumers who are driving
the market trend, you could create a niche for your business.
The second indicator is customer preference. It doesn't matter
if the value proposition of one product, is better than a
competing product, if the customer doesn’t want it. A good
example here is digital music players. There are plenty of music
players on the market that are far superior to the iPod. The
majority of customers however prefer the iPod. The latter is not
because it is cheaper, better or offers great value, but because
the brand is seen as ‘cool’ and the device benefits from
customer preference.
In conclusion, business owners and managers need to
recognise changing trends in their respective markets and then
respond effectively within an appropriate time-frame. The cost
of adapting your business is a risk, as no market manoeuver is
free. Costs can however be projected and risks can be
managed. The risk associated with being at the head of the
pack is far less than the risk of being left behind if you fail to
adapt to market changes at all.
An effective PR campaign will capture the attention of the
media, as well as the interest of your clients and prospects.
Such a programme should aim to engage with the target
audience and communicate a ‘call to action’ in order to help
the business achieve its objectives.
Remember that the profile of your brand is critical to your
success. Increasingly, consumers buy products and services
from companies because they value or respect the brand.
Customers tend to look at the detailed features and benefits of
a product or service second. The key, therefore, is to make your
brand your target customer’s first choice.
Your business must live up to its brand promise and deliver
what clients expect it to deliver. Your PR programme should
reinforce this.
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Using your employer’s vehicle?
Be careful of the tax implications
The potential benefits and pitfalls of structuring a remuneration
package to include a travel allowance are well known amongst
most taxpayers. During the tax law amendments in 2011, fringe
benefits arising from having the right to use an employer’s
vehicle were amended to be more aligned to those of travel
allowances. This apposed to an employee using his/her own
vehicle and receiving a travel allowence. Many taxpayers
appear to be unaware of the potential tax implications of a
fringe benefit arising from such a right to use an
employer’s vehicle.
The South African Revenue Services (SARS) recently issued
Interpretation Note 72, which explains and clarifies the tax
consequences of this fringe benefit. This newsletter highlights
some aspects of the fringe benefit to bear in mind in order not
to be caught unaware when you have to complete your tax
return at the end of the year.

If the employer therefore acquired a 2013 BMW 535i at a cost
of R737 700 including VAT to give to an executive director to
use, this would be the determined value for purposes of
calculating the fringe benefit. The employer would
consequently not be able to claim an input tax deduction in
respect of a motor vehicle.
If there was a delay between the time at which the employer
acquired the vehicle and when the right to use the vehicle was
granted to the employee, this value can be reduced by 15% for
each completed 12 month period between the acquisition date
and the date the employee was first given the right to use the
vehicle. If the same 2013 BMW 535i was acquired on 1 March
2013 but is only given to an employee to use from 1 July 2014,
the determined value would be R627 045.
It is important from this example to note that there is no limit
on the determined value for fringe benefit purposes, unlike the
limit of R480 000 on the cost of the vehicle for determining the
reduction of the travel allowance.
Rate
The monthly rate at which the fringe benefit arising from the
private use of the vehicle is valued for tax purposes is 3.5% of
the determined value. If the vehicle is however subject to a
maintenance plan at the time the employer acquired it, this rate
is reduced to 3.25% per month. In the case of the 2013 BMW
535i, the monthly value of private use for tax purposes,
assuming that the vehicle is acquired with a maintenance plan,
will at this point be R23 975. If the executive director is taxed at
40% and enjoys the right to use this vehicle, the monthly tax on
the fringe benefit will be R9 590.

Basics of tax on fringe benefit
As with all fringe benefits, the right to use a vehicle will only
constitute a fringe benefit if granted to a person by reason of
employment or the holding of an office (such as being a
director of a company). If a person uses a company’s vehicle
for some other reason, for example being the shareholder of
that company this will not constitute a fringe benefit. In the
case of a shareholder, this may then constitute a dividend.
The fringe benefit is taxed on the cash equivalent value of
private use of the vehicle, which is determined by applying a
monthly rate to the determined value of the vehicle if the
employer owns or leases the vehicle (other than a short-term
operating lease). This value is reduced by any consideration
paid in respect of the right of use by the employee. Each of
these aspects will now be
considered briefly.

Reduction in the private use value of the fringe benefit
Fortunately, the Act allows for the value of private use of the
fringe benefit to be reduced. In the first instance, the value of
private use can be reduced to the extent that the vehicle is
used for business purposes. This is done by applying the rate of
private use to the value as determined up to this point in the
calculation. Assuming that the executive director travelled
30 000 kilometers using the vehicle of which 10 000 was for
business purposes during the 2014 year of assessment, the
value of private use for the year will be R191 802 (R737 700 x
3.25% x 12 x 20 000km / 30 000km). This is however subject to
the fact that the executive director must provide satisfactory
proof and accurate records of distances travelled for business
purpose (see on next page).

Determined value
The determined value of the vehicle acquired by the employer
in terms of a sale or exchange will be equal to the original cost
thereof to the employer. If the employer leases the vehicle in
terms of a lease other than a short-term operating lease, or
acquired the vehicle at the end of such a lease, the determined
value will be the retail market value when the employer first
obtained the right to use the vehicle. In the case of a finance
Continues pg 4
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In addition, the private use value can be further reduced if the
employee bears the full cost of licensing, insurance or
maintenance of the vehicle, or the full cost of fuel for private
purposes. The reduction for licensing, insurance or
maintenance is based on the amount of expenditure incurred
by the employee for the specific purpose apportioned to the
private use of the vehicle. If for example the full cost of
insuring the BMW 535i is borne by the executive director and
insurance premiums amounting to R40 000 was paid during the
year, the value of private use is further reduced by R26 667
(R40 000 x 20 000km / 30 000km). If the executive director
bears the cost of fuel for private use, the value thereof can
further be reduced by the rate of fuel (as per the Gazette issued
in respect of deemed fuel cost for purposes of determining the
taxable travel allowance).
If these reductions are taken into account, the taxable value of
the fringe benefit can be reduced significantly. Failure to claim
these reductions or failure to keep the necessary
documentation to claim (which is more likely to be the case)
can be a cardinal mistake from a taxpayer’s perspective.
The documentation required to claim these reductions
is considered next.
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From this requirement it is clear that no detailed information is
required about distances travelled for private purposes. It is
furthermore evident that it is not necessary to keep odometer
readings on a daily basis.
As detailed information is required to be kept on distances
travelled for business purposes, it is important to determine
what constitutes distances travelled for business purposes.
The Act clearly states that travel between an employee’s place
of residence and his/her place of employment constitutes travel
for private purposes.
Interpretation Note 14, which deals with travel allowances,
gives some examples of distances travelled for business
purposes. These include travel from the place of employment
to another place for a purpose related to the business that the
employee is involved in, travel between the place of normal
employment and any other place that the employee has to
travel to for a business purpose. The purpose of travel could
however be a complicated question and many cases dealing
with this have been heard by the courts.
In addition to keeping accurate records of distances travelled
for business purposes, the employee should keep evidence
showing that he/she bore the full cost of licensing, insurance or
maintenance, or the cost of fuel for private purposes. In the
case of fuel, it is submitted that this could include instances
where the employee uses the employer’s fuel card but has to
reimburse the employer for fuel used for private purposes.
These reductions are only made at the time of assessment.
On a monthly basis, for employees’ tax purposes, 80% of the
value of private use before any reduction is used to determine
the employees’ tax (PAYE) to be deducted from the employees’
remuneration. This can be reduced to 20% if the employer is
satisfied that at least 80% of the use of the vehicle will be for
business purposes. In this regard, Interpretation Note 72 states
that employers can satisfy themselves of this fact (and thereby
protect themselves against claims arising from an
underpayment of employees’ tax) by regularly reviewing the
employee’s logbook as well as by considering the functions and
role of the specific employee in question.

Aspects to consider in preparing for tax
on fringe benefits
The first aspect, and probably the most important, is that the
reduction in respect of business use will only be available if the
taxpayer (employee) can prove that he/she has kept accurate
records of distances travelled for business purposes to the
satisfaction of the Commissioner. The Income Tax Act does not
state what these accurate records should comprise.

Concluding thoughts
It is common for employees to be entitled to use an employer’s
vehicle as part of the employee’s remuneration package. The
discussion in this newsletter briefly considered how this fringe
benefit will be taxed. It also highlighted some aspects to
consider, which, if ignored, can be extremely costly to an
employee. As with most tax-related matters, it would pay to
be prepared when you enjoy the right to use an
employer’s vehicle.

Interpretation Note 72 states that the above include a logbook
as an example. The interpretation note does not go as far as
requiring the taxpayer to hold a logbook, but it is submitted
that it would be foolish not to follow the recommendations
made by SARS in the interpretation note. The note provides
that a logbook should, at a minimum, include the
following information:
Odometer reading on the first day of the year;
Odometer reading on the last day of the year;
Detailed information (date, distance and reason) of
all business travels.
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Confusion still exists on the need of auditing and reviewing
of accounting records
Focusing on the small (PI score below 100), owner managed
companies:
The majority of directors are aware of the fact that their company
do not need a full compliant audit anymore under the new
Companies Act. (Review the flow diagram on our website to
determine if your company qualifies – under downloads:
www.wallrich.co.za). However, some of the companies never
amended their Memorandum of Incorporation (MOI) in the two
year grace period up until May 2013 and are therefore still obliged
to have a compulsory audit done. It is also quite disappointing to
them when they realise that they can’t backdate their special
resolution to change the MOI to voluntary audits and are therefore
‘stuck’ with the normal compulsory audit.

shareholders. Under other circumstances, a special resolution will
take effect as soon as the required number of votes is obtained.
However, where a special resolution is obtained to amend the MOI,
the amendment to a company’s Memorandum of Incorporation
takes effect on the date of filing the Notice of Amendment, or the
date, if any, set out in the Notice of Amendment (section 16(9)),
whichever is later.” For more information visit:
www.accountancysa.org.za.

IF you haven’t amended your company’s MOI yet, you
need to do so ASAP to benefit from the new legislation.

Directors and shareholders should take note of the following
(Accounting SA, June issue 2013):
“Where a company amends its MOI, it has to file a Notice of
Amendment (CoR15.2) within 10 business days after such
amendment (section 16(7) read with Regulation 15(3)). Where a
company amends its MOI by means of a special resolution of
shareholders (as provided for in section 16(1)(c)), the amendment
will not be effective immediately. This constitutes the one instance
where the Act delays the effectiveness of a special resolution of

Deadlines looming
30 September 2013:
Manual personal income tax returns
(handed in by hand and not
through e-filing)

Chartered Accountants SA
1st Floor, Randpark Building
20 Dover Street,
Randburg

31 October 2013:
Interim employer reconciliations for 2014

PO Box 2444,
Randburg,
2125

22 November 2013:
All non-provisional tax payers’ returns that
file tax returns via e-filing

Tel: +27 (0) 11 789-1011
Fax: +27 (0) 11 789-1012
E-mail: info@wallrich.co.za
Web: www.wallrich.co.za
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