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Dear Reader, 
 
Dear Reader,  
 
Welcome to the July edition of our monthly online newsletter. We trust that you will find all 
the articles informative. 
 
We are very excited about our new responsive website that was developed 
by Marketing Services and Communication Consultants (MS CC). Please visit 
www.wallrich.co.za and let us know what you think. We welcome your 
comments. 
 
Don’t forget the deadlines for tax returns. You are welcome to contact the Wallrich office to 
assist you with all your tax and finance related needs. As always, we look forward to being 
of service to you. 
 
Please do not hesitate to contact us if you require further information on any of the topics 
covered. 
 
Regards, 
 
Rhoderic and Chrisna Roberts 
Partners  
 
 

Presentations - telling a good story 
The problem with an uninteresting presentation generally isn’t the content - it is the 
delivery. Any content can be made to be exciting, dynamic, and memorable. Rather than 
presenting facts and figures in a standard presentation format, think about how you turn 
your subject matter into an experience that relates to the audience. 

 
Tell a story 
Storytelling has the potential to help make 
a presentation come alive and therefore 
more memorable. Rather than PowerPoint 
slides, write out your presentation in 
essay format, then use just a few slides to 
emphasise key points. Become the 
narrator and take your audience on a 
journey with you. 
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A picture paints a thousand words 
Sometimes a slide containing nothing more than a picture is all you need to convey your 
point. Strong images help to grab the audience’s attention. Video clips are also great tools 
to make points come alive, provoke a reaction, or change the mood. 
 
Share a joke  
Humour is a great tool to help you to grab your audience’s attention. Adding a few laughs 
into your presentation can break the ice, change the atmosphere and create a lasting 
memory. Even more so if the joke also helps to illustrate your key point. 
 
Stimulate interaction  
Encourage your audience to get involved. They are far more likely to remember what 
you’ve been talking about if they can also describe it or interact with it. Ask your audience 
a question (and not just at the Q and A at the end). Maybe encourage the audience to 
consider a point in groups and to share their views with the room.  
 
Keep it simple 
Avoid jargon and cut out over complex facts and theories. Convey the key points in a 
simple manner. Present only what the audience really needs to know. 
 
Generally, people need to be entertained if you wish to gain and keep their attention. Make 
your presentation exciting and memorable by engaging your audience. 
 
 

Exit strategy 
Building a good business is one thing. Knowing when it is time to exit is an entirely 
different matter. For many entrepreneurs it's not enough to build a business, they also 
ensure that they have an exit strategy. In other words; a way to extract their money from 
the venture. 
 
Depending on who you are and what kind of 
business you have, an exit strategy may 
mean something completely different to you 
compared to somebody else. It could be a 
retirement plan, or it could mean that you 
are ready to move on to your next project. 
 
Without a proper exit strategy, you risk 
losing some of the value that you have 
created. You could, for example, miss the 
perfect opportunity to sell your business as a 
result of being unprepared.  
 
Here are a few things to consider when creating your exit strategy: 
 
Options  
Consider the various options that will be available to you. You can sell the business 
outright and move on. Another option might be to list the business on the stock exchange 
through an Initial Public Offering (IPO). This would allow ownership of the business to 
transfer to shareholders, but you probably wouldn’t be able to walk away immediately. 
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Perhaps you want to pass your business on to the next generation. In order to do this you 
may need to set up a family trust so that you can structure the transfer of ownership to 
your children in an appropriate manner. Another option may be to wind the business down, 
extracting cash over a period of time and eventually just close the doors.  
 
Timing 
Only you will really know when it is time to exit your business. You may feel you have had 
enough, are too old or perhaps you are ready for your next challenge. You may see the 
potential to expand into other markets and need to find a way to fund that opportunity. 
Regardless of when you are ready to sell, make sure that the timing of the sale is right for 
the market. You should also build enough time into your plan to allow for professional 
advisors to complete due diligence, or other legal formalities. 
 
The right team 
Consider the team of advisors that you will need to successfully complete the transaction. 
The business will need to be valued, you will need tax and legal advice. There will be quite 
a lot of administration involved and you may also need to consider financial planning to 
create appropriate structures to manage your wealth as a result of the sale.  
 
Cost 
Regardless of the type of exit strategy you choose to develop, there will also be an 
element of cost to consider. Whether professional advisor fees, tax bills or transaction 
fees, make sure that you have enough cash provisions to cover the exit costs. 
 
 

Talent management strategy 
A good talent management strategy is all about acquiring, hiring and retaining talented 
employees. It involves linking various components of the business together to develop 
those individuals that are likely to drive future business growth. 
 

The responsibilities should be spread 
throughout human resources, training, and 
selected management sponsors. Talent 
Management requires a mind-set that goes 
beyond just talk, and moves the focus 
towards a holistic and integrated approach 
to leveraging the greatest competitive 
advantage from your company’s employees. 
It is about those thoughts and actions that, 
consistently, over time, become part of your 
company’s organisational culture. 
 

Managers should drive talent management 
The cultural fit between an employee and manager is critical to the employee's job 
satisfaction. In a world where up-and-coming generations consider three years with a 
company a serious commitment, line managers, supported by the expertise of Human 
Resource (HR) professionals, can enhance employee retention by ensuring cultural 
matches at both company-wide and workgroup levels. 
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The best and brightest talent have technical competence, marketing savvy, passion, 
energy and drive. They also have the ‘soft’ people-skills that help motivate others and 
ensure effective execution of their roles. Line managers understand the particular skills 
and competencies they need to accomplish their business goals. They should drive the 
company’s talent practices, working closely with HR, to recruit talented people, manage 
performance, provide career guidance and serve as role models. Line managers are also 
ideally positioned to identify and develop current employees with leadership potential.  
 
Life-long learning should become a cultural norm and expectation 
When you think about the pace of change around businesses today, many traditional 
talent management processes are less relevant than they used to be. Some areas of 
expertise are changing every year, leaving many skilled employees struggling to stay 
relevant. And while competency management systems, career-path planning, and multi-
year development cycles made sense in yesterday's work environment, they are no longer 
enough. Employee development begins with an effective on-boarding programme. 
Competent, competitive companies take time to educate every employee about their 
products and/or services, customers, industry, market and competition. Annual talent 
reviews should be a core business process, and viewed as important as annual strategic 
business and operational reviews. Accelerated leadership development is now a business 
imperative and the role of succession planning is essential to ensure a sustainable, 
competitive business. 
 
Agile talent management strategy 
It used to be that entrepreneurial 
businesses had to be nimble, and 
they often lost that agility as they 
grew into larger companies full of 
processes and bureaucracy. These 
days, competitive companies of 
every size need strategic flexibility to 
react rapidly to change. That means 
creating an agile talent management 
strategy that makes a multitude of 
solutions available in short time-
frames. 
 

 
Working with Millennials 
Born between the years 1980 and 2000, Millennials are also known as Generation Y. The 
oldest Millennials are now 36 and are moving into more senior business roles. Many think 
that Millennials have been pampered by their Baby Boomer (Generation X) parents. A lot 
has been written about this generation's I-come-first attitude, their affinity to social 
networking, fondness for all forms of consumer electronics, and constant need for 
feedback and change, but these attributes shouldn’t necessarily be considered as 
negative. Millennials can be a welcome addition to any team. They may be somewhat non-
conformist but are constantly challenging the conventional way of doing things and tend to 
innovate and drive change. 
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Communication 
Millennials are often berated for their reported lack of communication skills. This is largely 
attributed to their mastery of text messaging which utilises abbreviated words and 
extensive use of social networking sites which encourages informal communication. 
Sometimes this abrupt style of communicating is manifested even in their dealings in the 
workplace. This is counter balanced by 
the fact that Millennials communicate a 
lot; and communication is key to the 
success of any business. The key is to 
channel this need to communicate. If 
they have a good network within their 
company, Millennials will be able to bring 
people together and disseminate 
information across the business. 
 
Commitment issues 
In contrast to their baby boomer parents, 
who often viewed their job as a ‘job for life’ and remained loyal to the company, Millennials 
have no qualms about jumping from one job to another. Their lack of commitment to any 
business is such that even if they were offered higher pay or more ideal working conditions 
by their current employer, they would still move on if they felt like it. 
 
Career advancement 
While Millennials don't always see themselves staying with a company for the long term, it 
doesn't stop them from aspiring to climb the career ladder - and fast. Armed with 
confidence and university degrees, Millennials manage to advance themselves quickly but 
they may lack the management skills needed for higher positions. In addition, they are 
bound to clash with the more embedded senior employees who are adamant about 
sticking to traditional corporate norms. 
 
Work habits and attitudes 
Millennials are also not keen about keeping to the usual 9 to 5 schedule that comes with 
the traditional desk job. While they do value structure, they tend to thrive in a creative 
environment that doesn't put too much emphasis on when and how a job is done, only that 
it gets done. And with their adeptness for anything electronic, they tend to innovate 
through the use of systems and technology to find faster and better ways of getting things 
done. Millennials need to be given the space to do things in their own way and in return 
the business should benefit from innovative solutions created by them. 
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TAX NEWS 
Tax implications of exchange gains on investments 
Given the significant depreciation of the South African Rand (ZAR) over the past three 
years, many South Africans have gradually changed their investment portfolios to include 
a greater portion of foreign assets. These foreign assets provide investors with exposure 
to foreign economies and markets. It also provides protection against the erosion of capital 
value due to the depreciation of the ZAR. 
 
As with any investment opportunity, 
investors may wish to sell these assets at 
some point and re-invest the funds 
elsewhere. Given that the ZAR has 
depreciated from about ZAR7.5:USD1 at 
the start of 2012 to levels of approximately 
ZAR15:USD1, with greater volatility, in the 
middle of 2016, it is likely that large portions 
of any gains realised from selling such 
investments will be attributable to changes 
in the exchange rate. This view is supported by the fact that investment yields in 
developed markets are often lower than those that can be achieved in South Africa, if a 
person invested in JSE linked investments as an example. 
 
In this article we consider the tax implications if these foreign assets are sold by taxpayers 
who hold these instruments in their personal capacity or in trusts, where these investments 
are most likely to be held. 
 
A brief overview of the legislation 
The Income Tax Act contains a specific provision, section 24I, that deals with foreign 
exchange gains and losses. This provision applies to exchange differences arising on 
foreign denominated loans (debt instruments, such as bonds), units of foreign currency 
and two types of foreign currency derivatives (forward exchange contracts (FEC) and 
foreign currency option contracts (FCOC)). The application of this provision in the context 
of natural persons and trusts that do not trade is however quite limited. The provision only 
applies to the two foreign currency derivatives held by a natural person or trust. It 
furthermore only applies to loans and foreign currency held by natural persons as trading 
stock. This is unlikely to be the case if the instruments or currency are held with long-term 
intentions. The application of section 24I, in the case of long-term foreign investments held 
by natural persons and non-trading trusts, is therefore likely to be the exception rather than 
the norm. 
 
When a taxpayer sells any asset, in this case a long-term investment rather than a 
speculative one, this triggers a disposal which is subject to capital gains tax. This would be 
the case for both foreign equity as well as debt instruments in which residents can invest. 
The capital gain or loss is calculated as the difference between the proceeds received and 
the base cost incurred to acquire the asset. If the investment is acquired or disposed of in 
a foreign currency, paragraph 43 of the Eighth Schedule provides the rules on how the 
conversion from the foreign currency should be done. 
 
This paragraph provides for a simplified model of conversion to apply to natural persons 
and non-trading trust where the asset was acquired and disposed of in the same foreign 
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currency. The simplified model entails that the gain or loss be calculated in the foreign 
currency and then be translated to ZAR at a rate of exchange applicable on the date of 
disposal. Any scenario (in other words, not a natural person or non-trading trust, or 
proceeds denominated in a different currency from the base cost) would require the base 
cost to be translated at the rate when the expenditure was incurred and the proceeds at a 
rate when the disposal took place. 
 
Practical application of the law 
In the case of the investments that would typically be held abroad by South Africans, it is 
likely that settlement in the case of bonds or sale in the case of equity instruments would 
take place in the same currency as the initial acquisition. If the investor is a natural person 
or non-trading trust, the simplified model of conversion will apply. 

  
The practical application of this model can be illustrated 
by the following example: Assume that a South African 
individual purchased a Class A share in Berkshire 
Hathaway Inc. on the NYSE in 2012 for USD 115 000 
and sold it in 2016 for USD 215 000. Let’s also assume 
that the exchange rate on the purchase date was 
ZAR7.5:USD1 and in 2016 when the share was sold it 
was ZAR15:USD1. 
 

From an economics point of view, the investor made a gain of USD100 000 on the share 
itself. In ZAR terms he made a gain of ZAR2 362 500 [USD 215 000 x 15 (ZAR3 225 000 
when he sold it in 2016) - USD115 000 x 7,5 (ZAR 862 500 to purchase it in 2012)]. A 
portion of this ZAR gain is attributable to the USD gain in the value of the share, but a 
large component of it arises from the depreciation of the ZAR compared to the USD. 
 
If the simplified method in paragraph 43 of the Eighth Schedule is applied to calculate the 
taxable capital gain, the outcome is: 
 

Proceeds on the sale of the 
Berkshire share 

USD215 000 

Base cost of the Berkshire 
share 

USD115 000 

Gain on the sale of the 
Berkshire share in USD 

USD 100 000 

Gain for South African CGT 
purposes 

USD 100 000 x 15 = 
ZAR1 500 000 

 
This gain is significantly less than the economic gain made. The reason for this becomes 
clear if one simplifies the formula as follows: 

(USD Proceeds - USD Base cost) x Disposal exchange rate = 
(Disposal exchange rate x USD Proceeds) - (Disposal exchange rate x USD Base cost) 

This simplified conversion method effectively lifts the base cost of the investment and 
disregards any currency gains made on the original investment. The converse would 
however also be true: in times of appreciation of the ZAR, any losses suffered should an 
investor invest in a different currency will not translate into capital losses. 
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Concluding thoughts 
The tax implications that may arise from investing in foreign instruments are likely to be 
complex and may not always render the result one would intuitively expect. There are 
many permutations depending on the instrument and person holding the investment. It is 
highly recommended that investors selling these types of assets consult their tax advisors 
to ensure that gains realised are treated correctly. 
 

 
Deadlines looming 
 1 July 2016 – Start of Tax Season for 

individuals; Trusts & Companies for 2016 

income tax year 

 31 August 2016 – Deadline for 2017 first 

provisional tax returns for Individuals, 

Companies and Trusts 

 23 September 2016 – Deadline for 2016 income 

tax returns manual / postal submissions 

 25 November 2016 – Deadline for 2016 income tax returns for non-provisional tax 

payers at a SARS branch or via e-filing 

 31 January 2017 – Deadline for 2016 income tax returns submission for provisional tax 

payers via e-filing – Individuals & Trusts 

 28 February 2017 – Deadline for 2016 income tax returns for companies 

 28 February 2017 – Deadline for 201702 second provisional tax returns for Individuals, 

Companies and Trusts 
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