V o l u me 16 August 2013

Index

FINANCIAL

MANAGEMENT

ACCOUNTING

always accountable

What does a 19th century Italian Economist have to do
with your business
1
Motivate you team for success
2
Tips for buying your next laptop
2-3
Make the most out of blogging
3
Get more out of your meetings
3-4
Tax news
4-5
Deadlines looming
5

What does a 19�� century Italian Economist have to do with your
business?
Without going into an in-depth history of Vilfred Pareto, he observed
that 80% of Italy’s income went to 20% of the population.
Interestingly, this observation translates to business extremely well.
As a general rule, 80% of your revenue will come from 20% of your
customers (or from 20% of your product offering).
So, knowing the basics of the 80/20 Rule, who are the customers
that occupy the top 20% of your customer base?

So what does this 80/20 analysis tell us?
This business depends on the top 5% of their customer base. If
one or two of them defected, they would take a large proportion
of total sales with them. It is also evident that a lot of time is
being spent serving smaller customers, when they only
contribute 18% of sales.

Here are 4 quick steps to get you started on your own 80/20 analysis:
1. Print out the sales ledger for the most recent financial year by
customer/client account number.
2. Save it as an Excel spreadsheet.
3. Aggregate the information by “Buying Unit.”
4. Do the same again by product type.
Here’s what we’ve typically found:

Customer
size*

% of
customer
base

Number of
customers

% of total
sales

Total

Extra Large 1

9

25

1.17

Large

4

35

27

1.3

Medium

16

139

30

1.45

Small

79

687

18

835

Total

100

870

100

4.755

Comments
5% of the
customer
base is
contribut
ing more
than 50% of
the
business
sales

One of the key questions we should be asking is: “Could time
spent serving 79% of the customer base be better spent on the
larger customers?” The ensuing discussion should focus on
strategies to move customers in the large bracket to extra large,
and then turning medium sized customers into large customers.
Please let Wallrich know if you are interested in discussing this
further. The 80/20 Analysis is a real eye opener. We know that
what you can measure you can also manage. Armed with this
information, your management decision making will improve
dramatically.
P.S. If 80% of your headaches are caused by 20% of your
customers, it might be time to move those customers onto
your nearest competitor!

79% of the
customer
base only
contributes
18% of total
sales

* Remember this is a rule of thumb, so don’t spend too much
time defining your customer segments
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Motivate your team for success
Motivating employees towards success is one essential ingredient
in maintaining a vigorous, cost-effective, serviceable and
productive business. One of the toughest challenges faced by
business managers in today’s difficult market is maintaining long
term employee motivation.
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Top tips for buying your next
laptop

Reward
One way to motivate your team is through rewards and
incentives, given with the intention of acknowledging work that
contributes to the realisation of the firm's goals. Whether that
reward is a bonus, a promotion or a pay rise depends on the
resources available to the business; but making an example of
hard-working team members will motivate the rest of your team,
as they will seek to achieve the same level of reward as their
colleagues.
Success has many fathers
People want to be a part of success. This is where internal
communication comes in; by constantly reminding your team that
they are part of a successful business, and that they are working
on something worthwhile, managers can encourage their teams
to feel that they are contributing to the success of the firm. The
team’s involvement can be further enhanced by asking them for
their opinions on improving things such as the business vision,
mission, goals and strategies.
Get to know your team
Take note of what motivates your staff; both professionally and
personally. Organise team building events such as after work
drinks on a Friday in order to bring your team together. Your team
will become more loyal and motivated if they think of
management in a friendly, caring light. Form a bond with your
team and they will strive to deliver for you, as they will consider
management as part of the team.

Despite the plethora of tablets and mobile devices on the market,
business professionals still depend on good old-fashioned laptops
/ notebooks as general workhorses. Here are a few things to
consider when purchasing your next business laptop:
Size and weight
Do you plan to take your laptop with you very often? If so, you
need one that is convenient to carry. It may be better to choose
something that is light in weight, with a screen size of 13 or 14
inches. Larger screens can be cumbersome to transport. If you
require a larger screen in the office you can always plug the laptop
into a separate monitor.
Operating system
The operating system is actually very important, but often
forgotten. It is good sense to try and match your laptop to your
desktop computer; as your software will remain compatible and
document transfer will be very straightforward.
Processor
It is unlikely that you will need the latest processor, as high-end
processors are more suited for intense laptop activities such as
gaming or video editing. If you only browse the web, check your
e-mails, use Skype and work on office documents, then a slower
processor such as an Intel Core i5 is more than enough.

Ports
It's easy to be enticed by thin and affordable laptops, but they
can have serious disadvantages; one of which is the lack of ports.
Ports are necessary as they make your laptop even more
functional, allowing you to attach external devices such as
printers, memory cards, monitors etc. Make sure you have at least
3-4 USB ports, WiFi capability and the ability to connect a monitor
to it in case you want to use it as a desktop machine.

Continues pg 3
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Battery
If you tend to travel a lot, you will need a good battery life. Aim
for something in the region of 4-6 hours when searching for your
laptop. It can also be useful if you purchase a second battery, as
this allows you to effectively double your work time while
travelling.

Make the most out of blogging
Until now, blogging was perceived as an online diary for
individuals to share their opinions and personal experiences.
However, a blog today can be a powerful marketing tool. You can
create web traffic, grow your online community, build
relationships with customers, position yourself or your company
as an expert or 'soft-sell' your services. A blog offers a lot of
possibilities.
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Share
Share your blog posts on social media platforms relevant to your
business, and encourage your social network to share it with their
contacts too. Don't be afraid to ask for help in spreading the word
– most social networks encourage this type of sharing.
Tailor your blog for your audience
Always stay true to your target audience. Make your blogs
relevant by illustrating that you understand your industry and
target market. If you understand what keeps your audience
awake at night, you can add value by providing solutions to assist
with the challenges they face.

So how do you make your blog successful? It’s all about
consistent, quality content. Here are a few tips:
Quality content
Quality content is key. Do some research in order to ascertain
which topics will resonate with your target audience. Focus on
what people are talking about in the news and on social media
sites in relation to your target market. Your content should aim
to offer a perspective on issues facing your potential customers.
If you can engage with them and show that you have an
understanding of problems, challenges or opportunities in their
industry, you will begin to generate followers. Finally, make sure
that your content is readable by avoiding jargon.
Consistency
Like most marketing initiatives, frequency and consistency matters
in blogging. When it comes to frequency, there are no fixed rules.
How often you blog will depend on your type of business, target
market, purpose, etc. Longer, researched posts for example will
take more time to produce. Whatever frequency you determine
is best for your business, do it consistently and reap the rewards.
If your last post is over a month or two old, it may be time to
consider outsourcing content production to an external provider.

Get more out of your meetings
Meetings are a necessary evil. However, they are time consuming,
resource intensive and can often prove to be inefficient if
attendees are not prepared. Here are some top tips to help you
to make the most of your meetings.
Create an agenda
Agree on an agenda for each meeting and circulate it prior to the
meeting. This sets the tone for your meeting and avoids situations
where people get side tracked.
Punctuality
Timing is important. If people don’t show up on time, start
without them. They will learn by experience and avoid being late
for the next meeting. Equally, stick to your timeline – if you say a
meeting will be over by 4pm then make sure it is over on time as
your colleagues will have other things which they need to attend
to during their working day.
Be prepared
Set a good example by being prepared for meetings. As others
observe that you are prepared, they will tend to follow your
example as it comes across as professional. Being prepared for
meetings will also help you to win the respect of your colleagues
as they may view people who turn up to meetings unprepared as
“time wasters”.

Continues pg 4
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No Blackberries or Mobile Phones
At the start of each meeting ask colleagues to switch their phones
to silent and avoid checking emails during the meeting. If you
make a point of saying this, they will most likely avoid being
distracted by their phones and will contribute more to the
meeting as a result.
Facilitate
If you are chairing a meeting, aim to facilitate conversation
between colleagues. Do not allow a small minority to dominate
the meeting. Very often, knowledgeable people fail to contribute
to a meeting as they are overwhelmed by more talkative
colleagues.

Tax news

Working across borders: Will the employee be liable for tax in
South Africa?
The days when business was mainly conducted within the borders
of South Africa are long gone. It has become standard practice
for many employees to be required to travel abroad in order to
fulfill their duties towards their employers. The question often
arises as to how income earned by South Africans while working
abroad or by foreigners working in South Africa will be taxed.
This newsletter provides some broad guidelines to be considered
in answering these questions.
South Africans working abroad
South African residents are taxed on amounts, including amounts
received in respect of employment, from local as well as foreign
sources.
Income in respect of services rendered abroad that qualifies for
exemption
An exemption of certain foreign employment income is available
in terms of section 10(1)(o)(ii) of the Income Tax Act. In brief, this
exemption applies to any form of remuneration received by way
of salary, leave pay, wage, overtime pay, bonus, gratuity,
commission, fee, emolument or allowance (including fringe
benefits, allowances and equity instruments granted) in respect
of services rendered outside South Africa for or on behalf of an
employer. The exemption in respect of such income is however
only available if:
The employee was outside South Africa for a period exceeding 183 full days in aggregate during any 12 month period
and the services in question were rendered during this period; and
The employee’s absence from South Africa as contemplated
above, includes a period exceeding 60 consecutive days.
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It is important to note that the taxpayer’s absence from South
Africa is not required to fall during a year of assessment, but
rather any 12 month period, which could span across more than
one year of assessment.
It must be kept in mind that this exemption is only an exemption
from South African tax in respect of income earned for services
rendered abroad. The country where the employee physically
renders the services on behalf of the employer may still tax this
income. If such taxes are payable, no rebate from South African
tax would be available in respect of these taxes. The relevant
amounts of employment income will not be included in taxable
income for South African purposes due to the exemption.
Income in respect of services rendered abroad that does not
qualify for exemption
If the employee renders services outside South Africa for a
period(s) that do not meet the requirements of section 10(1)(o)(ii)
above, does that then mean the employee could be liable for tax
in South Africa and the foreign country? The taxpayer could in
this case be subject to tax on the employment income in both
South Africa and the foreign country. The provisions of the tax
treaty (if any) concluded between South Africa and the other
country must be considered; very few of these treaties would limit
South Africa’s right to tax the employment income.
The taxpayer would however be entitled to a rebate in South
Africa regarding taxes paid to any other government in respect
of income earned from a foreign source. Income earned from
employment would be from a 1foreign source if the physical
employment activity was conducted outside South Africa. The
rebate from the South African tax on this income is limited to the
South African tax payable on foreign sourced income (on an
aggregated level) and should eliminate double taxation of the
same employment income that did not qualify for the exemption
under section 10(1)(o)(ii).
Feigners working in South Africa
The flip side of the coin from a tax perspective would be when
foreign residents (hereafter referred to foreigners) are employed and render services in South Africa. Non-residents are
subject to tax in South Africa on income earned from a South
African source. It is a well-established principle from case law
that the source of income from services rendered in the place
where the services are rendered, rather than the place from
which the remuneration is paid applies. As an example, income
earned by an employee of a company in the United Kingdom
who performs work for his employer in South Africa while receiving his remuneration in a bank account in the United Kingdom,
would be from a South African source and therefore taxable in
South Africa. Such a non-resident employer is required in terms
of paragraph 2(1)(b) of the Fourth Schedule to the Income Tax
Act to register as an employer in South Africa and to withhold
employees’ tax (South African employees’ tax) on this remuneration paid.
As all the relevant services that the foreigner could be taxed on
in South Africa are rendered in South Africa, as opposed to
outside the country, the exemption in terms of section
10(1)(o)(ii) will not be available in respect of income earned by
such foreigners.
Continues pg 5
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The glove is however now on the other hand and South Africa is
the source country of income earned by a resident of another
country, where this person could also be subject to tax. The
provisions of a tax treaty between South Africa and the other
country where the foreign person is a resident (if such a tax treaty
has been concluded) will be of critical importance to determine
whether South Africa may impose the tax on the South African
sourced employment income referred to above. The OECD Model
Tax Convention and the United Nations Model Tax Convention,
one of which normally forms the basis for South Africa’s treaties,
generally award the source country (in this case South Africa) the
right to tax employment income to the extent that the
employment was exercised (services rendered) in South Africa.
If one of the model tax conventions mentioned is followed, this
right would however be restricted to some extent, as South Africa
may not tax income from employment exercised in South Africa
if all the following criteria are met:
The recipient (foreign employee) was present in South Africa
for a period(s) not exceeding 183 days in any 12 month period
ending or commencing during the year of assessment;
The remuneration is paid by an employer who is not a resident
of South Africa; and
The remuneration is not borne by a permanent establishment
of the employer in South Africa.
The specific requirements relating to a foreign employee working
in South Africa would however have to be established with
reference to the treaty concluded between South Africa and the
country of residence of this person. It is nevertheless a possibility
that a non-resident may not be subject to tax on employment
income earned in South Africa if that person is present in South
Africa for less than 183 days and also meets the other
requirements of the treaty.
Practical considerations
The taxation of both South Africans working abroad as well as
foreigners working in South Africa would require income earned
to be apportioned to the source where the services have been
rendered. The basis for this allocation is often debatable. Section
10(1)(o)(ii), which provides the exemption as discussed above to
residents, requires that it be assumed that income accrued evenly
over the period that certain services were rendered. It is
submitted that in this case, the appropriate apportionment basis
would be the number of days that the relevant services to earn
income were rendered. In other cases, where specific
arrangements have been made, for example, remuneration
specified for the period of a secondment, that arrangement may
provide a useful apportionment basis.
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he second practical aspect to consider is that section 102 of the
Tax Administration Act places the burden of proving that an
amount should not be taxed or should be exempt on the taxpayer.
A taxpayer must therefore be aware that he/she must keep the
necessary records of presence inside or outside South Africa,
depending on the case, to prove that he/she qualifies for the
exemption or to substantiate the amount of income that is from
a South African source. Interpretation Note 16, which deals with
the exemption, states that this documentation may include copies
of passports as well as secondment and foreign employment
contracts. It is submitted that similar documentation must be
kept by foreigners working in South Africa to prove their eligibility
for treaty benefits or to support the amount of income earned
from a South African source.
Future developments
From the discussion above, it is clear that if all countries in the
world follow a system similar to that of South Africa, a person who
is resident in South Africa could end up in a situation where he/she
renders services in a number of countries other than South Africa
for more than 183 days in aggregate over a 12 month period
qualifying for the South African exemption in respect of such
income, while not being present in any single country for more
than 183 days, resulting in this income not being taxed in either
South Africa or the countries where the services are rendered.
This could even be the case for a South African resident employed
by a South African employer. As part of the 2013 Budget Review,
it has been suggested that the exemption provided in section
10(1)(o)(ii) may be narrowed down, in particular where a South
African employer is involved. Resident taxpayers who often
render services abroad may want to keep an eye on any
developments in this space.
Concluding thoughts
The taxation of expatriates is an area of the law which could result
in many complexities but at the same time may also provide some
planning opportunities. This newsletter is aimed at highlighting
some aspects to consider in the South African context and to
provide a broad frame of reference when establishing the South
African tax implications for inbound as well as outbound
expatriates. Detailed tax advice based on the specific facts and
circumstances may however still be required.

Deadlines looming
30 September 2013:
Manual personal income tax returns
(handed in by hand and not
through e-filing)
31 October 2013:
Interim Employer reconciliations for 2014
22 November 2013:
All non-provisional tax payers’ returns that
file tax returns via e-filing

5

B u s i n e s s

c a n

b e

t a x i n g

Chartered Accountants SA
1st Floor, Randpark Building
20 Dover Street,
Randburg
PO Box 2444,
Randburg,
2125
Tel: +27 (0) 11 789-1011
Fax: +27 (0) 11 789-1012
E-mail: info@wallrich.co.za
Web: www.wallrich.co.za

Subscribe
Click for info

Un-Subscribe

6

