Accountants / Rekenmees

]

m m

We care about your business

38 Akasia Stree

WITH COMPLIMENTS

Email: jomt@igmt.coza @ AGA(SA)

Forward email
'rint to PDF
)nline Printable Version

.nn IN TOUCH CA(SA) DotNews

In this Issue

June 2018

Lessons for

Your Business:

How Does the

‘évl:’;g:sms‘ LESSONS FOR YOUR BUSINESS: HOW DOES THE WORLD'S MOST
Company Keep SUCCESSFUL COMPANY KEEP GROWING?

Growing?
Amazon is now regarded as the best company in the world 7 e
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The key to this success is that high standards are now part of the

of Amazon. How was this achieved?

The key principles

Standards are teachable

High standards are not part of our DNA but anybody willing
to learn can absorb the requirements of high standards. This
is refreshing in an era where many organisations are
recruiting only well qualified people.

Once the ethos of high standards is taught and accepted it
becomes infectious and spreads to the whole team and the
organisation. Conversely, the opposite is true that low
standards are also infectious.

Standards need to be high across all disciplines

Your business will not be successful unless all disciplines
achieve high standards. If, for example, you have great
marketing and production capabilities but poor distribution
and sales staff the business will struggle to be competitive.

Bezos says all people have blind spots and cannot set high
standards in all areas. But if you build up a strong
management team which covers all spheres of the business,
you will achieve best practice methodologies across the
company.

Be realistic

Communicate to your staff that attaining world class
standards involves hard work. It is not going to be easy but if
there is a culture of team members striving to achieve these
standards, then it will filter down to all employees.

Skills and teamwork

No individual has all the skills required to complete all
functions in their team activities. But working in teams most
often means that one team member will have a unique,
necessary skill needed by the team. In other words, having a
pool of skills in a team increases the overall skill levels of the
team.

Work in narratives

Most surprising is that Amazon doesn’t work in PowerPoint
presentations but in six page memos. At the beginning of
each meeting one team will present a six page memo. The
meeting will spend half an hour reading and discussing the
memo.

This has many benefits — the team writing the memo spends
time getting their thoughts and ideas into a well-constructed
narrative format. As Bezos writes, you cannot lay down
procedures on how to write a good memo but everyone
recognises a good memo when they see it



the organisation and thus builds up Amazon’s high
standards.

Not everyone can write a high quality memo, but there is
always someone in the team who can and if each team
member contributes to it, then the team as a unit will have
the skills to write a high quality memo.

Bezos says we need to accept that a high quality memo
usually cannot be written in a couple of weeks — Amazon’s
best memos are often written and rewritten over a few
months until they achieve the high standard and clarity
required. This needs to be communicated to the
organisation, otherwise teams will quit if they can’t write a
good memo in a week or two. As Bezos writes above, be
realistic.

e High Standards equate to a successful business

Once you have achieved this across the organisation, your
business will have world class products/services, people and
processes. In a world of fast moving consumer expectations
and rapid change, building a strong organisation with high
standards is critical to staying competitive.

You also find that high calibre people are drawn to
companies like Amazon. This reinforces the success of the
company and enables it to keep pulling away from the
competition. We live in a dynamic world so we need to keep
growing our knowledge and skills.

Some of us may not like the idea of using memos to build standards
but good leadership, fostering a culture of learning (standards are
learnt), quality in all aspects of the business and encouraging
teamwork will put your business on the path of success.

WHEN DO WE STOP WORKING FOR SARS THIS YEAR?

™

Freedom Day, the day up to which you work to pay your ﬁﬂ 4
taxes — only after Tax Freedom Day do you start working for

yourself. In 2018 it takes us South Africans 133 days or 39% of our
working time to pay our taxes.

It has become a global phenomenon measuring Tax (@/mg

Generally, the trend has been rising — when the measurement began
in 1994, it took 101 days to pay our tax. We have gone up by more
than one month since then, which is quite a disturbing trend. This is
set to continue as Government will take a few years to get its fiscal
house in order.

However, when we benchmark South Africa against other countries,
we are not doing too badly. As reflected in the table below, we are



Tax Freedom Days for Countries

Number of Percd

1 India 74 2
2 Albania 89 2
3 Australia 99 2
4 Estonia 114 3
3 United States 114 3
6 Switzerland 121 3
7 Bulgaria 124 3
a8 Mew Zealand 127 3
9 Lithuania 128 3
10 Uruguay 133 2
11 South Africa 133 ¥
12 Belarus 135 3
12 Hungary 140 B3
14 Czech Republic 145 4
15 Brazil 151 4
16 Slovakia 155 4
17 Canada 157 4
18 Croatia 161 4
15 United Kingdom 162 4
20 Slovenia 164 3
21 Greece 169 4
22 Poland 173 4
23 Spain 181 o
24 Germany 192 5
25 Turkey 194 5
26 Israel 197 5
27 France 210 5
28 MNorway 210 5
29 Belgium 218 i
MNote:

Source: the above table is adapted from Wikipedia.

By the time you read this article, you will have paid your tax and for
the rest of the year the money you earn is all yours!



RISK MANAGEMENT FOR YOUR SME

"All courses of action are risky, so prudence is not in 1
avoiding danger (it’'s impossible), but in calculating risk A ]
and acting decisively” (Niccolo Machiavelli)

We are all aware that business, as with life, is full of risks and things
go wrong from time to time.

Some of us shy away from planning for these risks, put off by complex
methodologies such as the Risk Matrix, and say “this is not for me”.

But it can be quite simple

Why not just write down what can go wrong — you can do it alone or
with your team. As you are experienced in business, you have plenty
of knowledge of the hazards out there.

Once you have a list, then ask yourself, what is the likelihood of the
event happening? If it is very low and the outcome of the event
occurring will have a small effect on your business, move on to the
next risk.

Some risks will have a substantial impact on your business and it may
be difficult to come up with a strategy to counter this risk. Speak to
experts in the field, then approach the risk from different angles until a
solution appears.

Eventually, you will have a series of strategies that could save your
business one day. Most of the risks and the solutions you identify will
be things you will probably have already thought through. But there
will always be one or two you haven'’t thought of and that is the power
and benefit of this exercise.

It’s not negative thinking

For those who don’t like to dwell on what they call the negative, this
exercise is actually a positive experience. Assessing what can go
wrong and having a strategy to counter the risk will allow you to have
the comfort of knowing you will be ready to react to adverse events
when they occur.

Also, confronting your fears is never easy but by considering all
possible angles and finding a solution you are in fact overcoming
these fears. As they say, don't meet your fears head on but tilt at them
until you feel comfortable.

The unpredictable is happening more and more — who would have
predicted Donald Trump becoming President? So engage in lateral



You also need to factor in how other people will react — very few
economists, for example, factored in the complete panic that set in
during the 2008 financial meltdown. Thus, many had the strategy of
selling down their holdings should financial cracks begin to appear,
but in the avalanche of sell orders, they couldn’t offload their holdings
and took substantial losses.

Just remember that all high-risk-takers survive because they consider
all  the risks and make plans to counter them.

Have a look also at these excellent TED Talks videos “Three Simple,
Fun and Effective Tools to Help Manage Risk | Will Gadd | TEDxYYC”
and “Risk Management: Chris Davenport at TEDxMileHigh”.

THE EUROPEAN UNION HAS IMPLEMENTED GDPR - IT MAY
AFFECT YOU

The EU’s General Data Protection Regulation (GDPR)
became enforceable on the 25th of May. It is regarded as
the world’s most comprehensive legislation protecting
private data.

GDPR may be applicable to South Africans if your business provides
goods or services in the EU, and in certain other circumstances.
Speak to your accountant if in doubt — there are hefty penalties for
non-compliance.

POPI

As you know, South Africa’s own privacy law POPI (the Protection of
Personal Information Act) is expected to commence any day now, and
that's when the one year grace period clock will start ticking.

Judging by the extensive media coverage given to GDPR last week,
POPI will have a substantial impact in South Africa. Although the one
year grace period will give you a year before enforcement kicks in, if
you haven't already started getting ready for POPI, speak to your
accountant about it and watch this space - we’ll compile a checklist on
how POPI will affect you once POPI commences.

COMPANIES: “XBRL” IS COMING SOON. WHAT IS IT AND ARE YOU

ACCCATEND



The Companies and Intellectual Property Commission '¢&Z
(CIPC) will from 1 July 2018 require that all Annual Financial |
Statements (AFS) submitted to the CIPC be in eXtensible
Business Reporting Language (XBRL) format.

What is XBRL and what are its benefits?

It is a global standard for digital reporting. It uses a tagging software
system whereby data can be used across many platforms without
needing to recapture it.

This means it saves time, is more accurate and can be used as an
analytic tool. For example, CIPC will be able to meaningfully compare
AFS from different organisations which will be of value to users such
as investors.

In addition, XBRL quickly identifies submission problems (making
them quick to correct) and is extremely cost effective.

It is widely used overseas — for example, people submit their income
tax returns in the UK using XBRL.
Who has to submit annual financials to CIPC?

Basically, any entity which is required by the Companies Act to have
their AFS audited. These include:

e Public companies and State Owned Enterprises such as
Eskom,

e Companies holding fiduciary assets of R5 million or more
(estate agents’ trust accounts for example),

e  Non—profit companies carrying out activities which are in the
public interest, such as a wetlands reserve,

®  Non-profit companies created by the State,
e  Companies whose public interest score is 350 or more,

e Any company whose public interest score is at least 100 and
compiles its AFS in-house.

If you fall into one of these categories speak to your accountant who
will guide you through the process of creating your AFS in XBRL.
Remember the implementation date is 1 July this year.




YOUR TAX DEADLINES FOR JUNE, AND BEWARE SARS SCAMS

There are only run-of-the-mill deadlines this month. Ty
G

It is worth getting your filing and workpapers ready for your
2018 tax return as filing season opens in  July.

Tax Scams

Be alert to yet more scams involving SARS, such as fraudulent emails
which say you owe interest to SARS and give an incorrect bank
account to pay in the amounts “owed”. If in doubt speak to your
accountant or contact SARS.
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