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DIRECTORS: THE STEINHOFF DEBACLE HIGHLIGHTS YOUR EXPOSURE TO
PERSONAL LIABILITY

The  “new”  Companies  Act  of  2008
promised  to  place  greater
accountability  and  liability  burdens  on
directors.  This  was  in  response  to
directors  being  given  greater  powers
in the Act.

Importantly,  the  Act  does  not
distinguish  between  non-executive
and executive directors. 

   
What  is  required  of  you  as  a
director?

A  director  is  to  act  in  good  faith  and  in  the  best  interests  of  the  company.  More
specifically  “with  the  degree  of  care,  skill  and  diligence  that  may  reasonably  be
expected  of  a  person—  (i)  carrying  out  the  same  functions  in  relation  to  the
company  as  those  carried  out  by  that  director;  and  (ii)  having  the  general
knowledge, skill and experience of that director.” 
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In other words if  you are a financial  specialist then you will  have the knowledge and
experience  to  assess  the  inner  financial  workings  of  the  company.  Boards  of
directors are expected to appoint directors to ensure they have the skills to cover all
important aspects of the business.

Directors are liable for any costs, losses or damages resulting from a breach of their
duties.

Steinhoff and non-executive directors

The collapse of Steinhoff revolves around accounting irregularities which have been
ongoing for several years.  What is of  interest in the Steinhoff case is there  were six
non-executive directors who are Chartered Accountants.

To  date  no  non-executive  director  (Steinhoff  or  otherwise)  has  been  held  liable
under  these  provisions.  This  is  probably  likely  to  change  as  unhappy  overseas
investors are gearing up to sue the directors of Steinhoff for their losses suffered. 

These losses run into billions of  dollars,  so this will be  a high profile case. It also
has  the  potential  to  set  a  precedent  which  will  encourage  other  aggrieved
stakeholders to hold directors accountable for their actions.  

HOW TO GROW YOUR SMALL BUSINESS RAPIDLY WITH DIGITALISATION

“Digitalisation  -  the  use  of
digital  technologies  to
change  a  business  model
and  provide  new  revenue
and  value-producing
opportunities”  (Gartner
Glossary)

Surveys  show  that  small  to  medium-
sized businesses  (SMEs) are  not fully
aware of the potential that technology and digitalisation offers them.

Achieving critical mass - a recent case study 

A local SME had shown steady growth but still could not afford to take the next step
to achieving critical mass – for example, it needed to appoint support staff to handle
the  additional  workload  as  it  found  it  difficult  to  anticipate  and  react  to  the  rapid
changes in its industry. However, it didn’t have the cash flow to bring in new staff.

It  decided  to  embrace  technology.  This  began with  online  accounting  which it  can
pay off monthly and is relatively inexpensive. 

The second change was to use a database to be able to quickly analyse trends with
its  customers,  so  it  could  have  a  better  understanding  of  their  activities,  plus
proactively propose deals to them. 

This  worked  well,  but  what  really  surprised  them  was  that  the  database  enabled
them to  store  all  of  their  records  online.   This  meant  ease  of  access  for  staff  and
allowed management  to  quickly  ensure  that  all  customers  were correctly  updated.
This  time  saving  was  so  significant  that  the  business  did  not  have  to  recruit  new
staff and was able to significantly grow its administration capacity.

The business  is now  growing rapidly  without the  usual cost  increases and  working
capital problems. 



 

More  importantly  it  has  given  the  organisation  the  confidence  to  proceed  further
down  the  road  of  digitalisation  and  continue  to  progress  towards  achieving  the
critical mass which will make the organisation rapidly expand its wealth. 

Lessons learnt   

1. Put  digitalisation  at  the  core  of  your  strategy  with  senior  management
embracing it.  Often, a  digital champion  is appointed  but this  is not  ideal as
this champion can operate in a silo and disappear down it.

2. If  our  doctor  tells  us  we  need  to  take  medication  for,  say  high  blood
pressure,  we  take  it  to  avoid  having  a  heart  attack  at  some  future  date.
Technology is a  similar challenge and if we don’t  embrace it, rivals  will. And
they will soon overtake us.

3. Integrating  digital  technology  into  your  systems  and  processes  can  enable
you  to  leapfrog  to  a  higher  level.  Remember  the  majority  of  global  giants
such as Amazon and Apple leveraged technology to grow. 

Improving speed  to market,  agility, better  customer understanding  and cost  control
can be achieved by clear focus and effective leadership.

SOUTH AFRICA’S IMPORTANCE TO THE WORLD

“The  only  man  I  envy  is  the
man  who  has  not  been  to
Africa  –  for  he has so much
to  look  forward  to”  (Richard
Mullin)

Trends  in  Africa  have  diverged  in
recent  years  –  one  school  of  thought
holds  there  is  optimism  that  Africa
could  replace  Asia  as  a  high-growth
area. It  has high  population growth (population  will double  to 2.4  billion in  the next
thirty  years),  is  rapidly  urbanising  and  has  been  growing  its  economies  at  5% per
annum. The optimists say let’s harness these factors and economic growth will grow
even faster, bringing in a substantial middle class who will demand more democracy
and better governance.

It is  worth noting  that investment  is flowing  into high-growth  economies like  Kenya
and Rwanda and large multinationals see a bright future in these countries. 

Pessimists on  the other  hand say  that Africa  is becoming  a failed  continent where
strongmen  still  flourish  (Sudan  and  the  Congo),  where  corruption  is  endemic  and
millions of refugees flee to Europe every year.

Where we fit in    

Twenty years ago we were the Rainbow Nation.  Our peaceful transition to  the 1994
election  and  the  leadership  of  Nelson  Mandela  galvanised  the  world.  Places  like
Northern  Ireland,  the  Middle  East  and  parts  of  South  America  used  the  South
African model to try and bring peace to their areas.  When Mandela retired after one
term, he set a precedent for the continent – democracy and governance challenged
the Strongman Bogey.

Recent events have tarnished this. Corruption and  lack of  accountability flourished.



Cynics said “I told you so – another failed state”.

Yet the transition to the Ramaphosa Presidency was peaceful and corruption is now
being met head on. To the cynics, one can say democracy is digging deep roots. 

It  should  also  be  noted  that  in  Angola,  President  Dos  Santos  has  been  replaced
after four decades  in power and  of course Robert  Mugabe resigned as  President of
Zimbabwe in November last year.  

Our sophisticated economy - a model for Africa

South  Africa  has  the  most  modern  economy  in  Africa  with  world  class  financial
institutions and the best infrastructure in Africa.

For the first time in many years, our economic outlook is brightening and the country
is set to resume its leadership role in Africa.

An economically  growing South  Africa can  provide a  model for  the rest  of Africa  to
follow  –  it  will  result  in  high  economic  growth  underpinned  by  democracy  and
governance.

This would  bring the  African refugee  crisis to  a manageable  situation and  a rapidly
expanding continent  would bring  economic growth  to Europe,  the Middle  East and
Asia. Africa has the potential to be a mainstream global economy.

MINIMUM WAGE STARTS SOON: MAKE SURE YOU ARE READY

The  new  minimum  wage  provisions,
originally  due  to  start  on  1  May  but
now reportedly facing delay due to the
high  number  of  submissions  received
from  the  public,  will  affect  us  all
significantly.

Assuming  that  the  National  Minimum
Wage  Bill’s  provisions  are  enacted  in
substantially their  current format, from
implementation  just  under  half  of  the
current labour force will see their wages increasing. This will add approximately R70
billion per annum into the economy. 

How will this affect you?

It will be  compulsory for all  employers to pay workers R20  per hour or  R3,500 for a
normal working  month (that’s for  40 working  hours a  week –  at 45  hours a  week it
comes to R3,900). 

Businesses  that  cannot  afford  to  pay  the  minimum  wage  may  apply  for  an
exemption  but  this  cannot  be  for  more  than  twelve  months.  There  is  scope  in  the
legislation  to  “make  regulations”  as  to  how  the  exemption  process  will  work.
Possibly,  government  is  waiting  to  see  how  the  process  unfolds  and  may  then
introduce specific exemptions.

Why have a minimum wage?

South  Africa  has  two  large  structural  problems  –  unemployment  and  inequality  of
incomes. The  minimum wage  is intended  to strike  a balance  between those  two in



which inequality will decrease but unemployment will presumably be unaffected.

There  is  however  no  hard  evidence  as  to  whether  a  minimum  wage  will  improve
social  justice  and  grow  the  economy  in  a  developing  economy.  South  American
countries  have  in  the  last  decade  instituted  minimum  wages  with  mixed  results.
Brazil, for  example, initially saw  an upswing to  its economy  but within a  few years
slipped into a deep recession.

One size fits all  

In South Africa, there is one minimum wage and it is possible that some sectors will
react  differently.  Clothing  workers  for  instance  currently  earn  half  of  the  new
minimum wage  and have  already suffered  substantial job  losses in  the past  twenty
years.  Although  concessions  have  been  made  for  farm  workers  and  domestic
workers  (they  will  earn  90%  and  75%  of  the  R20  per  hour  respectively),  a  more
nuanced  approach  could  have  reduced  potential  job  losses.  Some  economists
predict that unemployment will rise from 9.2 million currently to  more than 10 million
workers out of jobs.

Overall, it is possible this will help the economy at a macro-level.  Those in favour of
a minimum wage cite the grant system which gives a basic income to more than 11
million people.  It  was one of  the contributors to the boom of  2003 to 2008. Critics
contend this is a different funding model – grants were funded by government whilst
the minimum wage will be paid by employers.

It seems  that it  will soon  be a  reality though,  so we  all need  to be  ready for  it and
let’s hope it has a positive impact on the economy. There will be substantial benefits
for the country if it is accompanied by a productivity surge.  

YOUR TAX DEADLINES AND OTHER TAX SNIPPETS FOR APRIL

There are  no major  deadlines for  April
but  don’t  forget  that  your  EMP501 
Employer  Annual  Reconciliation
Declaration  is  due  by  31  May.  Make
sure you  are prepared  for this  lengthy
exercise.

The  Special  Voluntary  Disclosure  Program or  SDVP was  released  in  response  to
the worldwide  sharing of  information by  tax authorities.  If you  are wondering  how it
turned out, SARS will collect R3.3 billion from this in the 2017/18 tax year.
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  Disclaimer

This newsletter is a general information sheet and should not be used or relied on as professional advice. No liability can be accepted for any errors or
omissions nor for any loss or damage arising from reliance upon any information herein.  Always contact your financial adviser for specific and detailed

advice.

 

 

 


