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Dear Colleagues

Welcome to our eleventh edition of Technically Speaking! 

This edition includes articles on the following topics:

Changing of the Guard at the International Accounting Standards Board

In June 2011, Sir David Tweedie stepped down as the chairman of the International Accounting Standards 
Board. His replacement is Hans Hoogervorst. This article assesses what the likely impact of a change in 
chairman is on the current and future projects of the International Accounting Standards Board.

Companies Act (2008): Frequently Asked Questions

The Companies Act 71 of 2008 became effective on 1 May 2011. Over recent months, there have been 
various questions raised in relation to this implementation of this new Act, which this article provides 
guidance on.

Employee Benefit Revisions Increase Debt and Reduce Net Profit

In June 2011, the International Accounting Standards Board issued revisions to IAS 19 Employee Benefits 
(IAS 19). This article assesses what the likely impact of those revisions will be on South African entities.

Exposure Draft on Annual Improvements to IFRSs 2011

The International Accounting Standards Board has issued the exposure draft of its latest round of Annual 
Improvements. This article considers the proposed improvements and what the likely impact is expected to be.

We look forward to your comments on this publication. Please feel free to contact our editor Amy Escott 
if you have any questions or suggestions for future issues.

Welcome

Kind regards

Nita Ranchod
Business Unit Leader
Accounting & Auditing
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Changing of the guard at the 
International Accounting 
Standards Board

In June 2011, an era ended at the International Accounting 
Standards Board (“IASB”) with Sir David Tweedie stepping down as 
chairman after serving a term from 2001 to 2011. Once quoted by 
The Guardian as “the most powerful accountant on the planet”, 
Tweedie was at the helm of the financial reporting revolution, which 
saw over 100 countries replace their regional or national accounting 
standards with International Financial Reporting Standards (IFRS). In 
addition to the replacement of its chairman on 30 June 2011, the 
IASB also saw another three members of the board being replaced 
upon completion of their term. The question to consider is what 
impact this change will have on the current direction of the IASB and 
on its efforts to finalise a number of outstanding projects.

For the last two years there has been an intense push at the 
IASB to have all the missing pieces of the IFRS puzzle on financial 
instruments, insurance accounting, revenue, leases, joint 
arrangements, consolidations and employee benefits put in place. 
Despite the gallant efforts of the IASB, and the intense hours worked 

in the last six months, Tweedie was only able to see the finalisation 
of the consolidations project, the joint arrangements project and 
the revision of IAS 19 Employee Benefits in time for his departure. 
Despite his oft-proclaimed aspiration to eventually fly on an aircraft, 
which is reflected on the airline’s balance sheet, Tweedie was unable 
to nail down the new accounting lease model by June 2011.

A stark contrast from his technical accountant predecessor the new 
chairman of the IASB is a politician who has held the position of 
finance minister and health minister of the Netherlands. Hoogervorst 
will be strongly supported on the technical front by his  
vice-chairman Ian Mackintosh, who was former chairman of the 
United Kingdom Accounting Standards Board.

The question to consider is what impact this change 
will have on the current direction of the IASB...

Article by:
Cara Botha
Manager
Accounting & Auditing
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Both Hoogervorst and Tweedie are clear on the role that a global 
accounting standard setter should play and on the fact that the 
responsibilities thereof should not be confused with those of the 
prudential regulator. By reducing artificial noise in the income 
statement (for example through the use of other comprehensive 
income), accounting standards are able to achieve some level of 
stability, without compromising the main objective - transparency. 
Without transparency about risks, stability is likely to collapse in the 
end. It should not be the objective of financial reporting to mask 
instability when legitimate volatility actually exists.

At the beginning of July, the IASB published an updated work plan 
outlining the expected finalisation of its projects, with many of the 
major projects not expected to result in a finalised IFRS until the 
second half of 2012. 

The following is a summary of the revised timing of the projects:

Revenue Re-exposure in the third quarter of 2011, with 
the target date of a completed IFRS in 2012.

Leases Re-exposure in the fourth quarter of 2011, with 
a target date of a completed IFRS in 2012.

Financial 
instruments

•	 Re-exposure or a review draft of the impairment 
proposals in the second half of 2011 or in 
2012.

•	 Completed	IFRS	on	general	hedge	
accounting expected in the fourth quarter of 
2011.

•	 An exposure draft on macro hedge 
accounting to be published in the second half 
of 2011 or in 2012.

•	 Completed IFRS on asset and liability offsetting 
by the end of 2011.

Consolidation An exposure draft on investment companies to 
be published in the second half of 2011.

Insurance Re-exposure or a review draft expected in the 
fourth quarter of 2011 or in 2012.
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Companies Act 71 of 2008 
Frequently asked questions

Background

The Companies Act 71 of 2008 (the Act) became effective on  
1 May 2011. There have been many questions relating the 
implementation of the Act and how it affects the day-to-day 
operations of companies. The following frequently asked questions 
should provide guidance around some of these issues.

Frequently Asked Questions

What is the impact on the Memorandum of Incorporation?

In terms of the transitional provisions, companies will have two 
years within which to amend their Memoranda of Incorporation to 
ensure it is consistent with the provisions of the Act. Should there 
be any conflict between a provision of the Act and a provision of the 
Memorandum of Incorporation during this transitional period, the 
latter will prevail.

However, certain provisions of the Act will be effective 
immediately (despite any contradictory provisions in the company’s 
Memorandum). These include provisions with respect to:

•	 The	duties,	conduct	and	liability	of	directors	apply	to	every	
director of a pre-existing company.

•	 Rights	in	terms	of	this	Act	of	shareholders	to	receive	any	notice	
or have access to any information.

•	 Meetings	of	shareholders	or	directors,	and	adoption	of	resolutions.

•	 Chapter	5	(dealing	with	fundamental	transactions	such	as	
mergers, amalgamations, etc.).

What registers, documents and records need to be kept?

The Act requires the following records to be kept:

•	 Copy	of	its	Memorandum	of	Incorporation.

•	 Record	of	its	directors.

•	 Copies	of	all:

- Reports presented at an annual general meeting of the 
company

- Annual financial statements
- Accounting records for the current financial year and for the 

previous seven completed financial years of the company.
•	 Notices	and	minutes	of	all	shareholders	meetings,	including:

- All resolutions adopted 
- Any document that was made available by the company to 

the holders of securities in relation to each such resolution.
•	 Copies	of	any	written	communications	sent	generally	by	the	

company to all holders of any class of the company’s securities.

•	 Minutes	of	all	meetings.

•	 Resolutions	of	directors,	or	directors’	committees,	or	the	audit	
committee.

Article by:
Dr Johan Erasmus
Associate Director
Risk Advisory
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In addition, companies are also required to keep the following 
registers:

•	 Register	of	directors

•	 Securities	register	

•	 Register	of	company	secretary	and	auditors.

As a general rule all documents must be kept for a period of seven years.

When are special resolutions required?

A special resolution is required to:

•	 Amend	the	company’s	Memorandum	of	Incorporation.	

•	 Ratify	actions	by	the	company	or	directors	in	excess	of	their	
authority.

•	 Approve:

- An issue of shares
- Securities convertible into shares or 
- A grant of options for the subscription of securities or a grant 

of any other rights exercisable for securities, if the shares, 
securities, options or rights are issued to a director, future 
director, prescribed officer, or future prescribed officer of 
the company, or any person related or inter-related to the 
company, or to a director or prescribed officer of the company.

•	 Approval	an	issue	of	shares,	securities	convertible	into	shares,	
or rights exercisable for shares in a transaction, or a series of 
integrated transactions, if the voting power of the class of shares 
that are issued or issuable as a result of the transaction or series 
of integrated transactions will be equal to or exceed 30% of the 
voting power of all the shares of that class held by shareholders 
immediately before the transaction or series of transactions.

•	 Authorise	the	board	to	grant	direct	or	indirect	financial	assistance	
to a director or prescribed officer of the company or of a 
related or inter-related company, or to a related or inter-related 
company or corporation, or to a member of a related or inter-
related corporation, or to a person related to any such company, 
corporation, director, prescribed officer or member.

•	 Approve	a	decision	of	the	board	for	re-acquisition	of	shares	if	
any shares are to be acquired by the company from a director 
or prescribed officer of the company, or a person related to a 
director or prescribed officer of the company.

•	 Approve	remuneration	paid	to	directors	for	their	services	as	
directors (the special resolution must have been passed within 
the previous two years).

•	 Approve	the	voluntary	winding	up	of	the	company.

•	 Approve	an	application	to	transfer	the	registration	of	the	
company to a foreign jurisdiction.

•	 Approve	any	proposed	fundamental	transaction.
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Who are prescribed officers?

Prescribed officers include every person, by whatever title the office 
is designated, that:

•	 Exercises	general	executive	control	over	and	management	of	the	
whole, or a significant portion, of the business and activities of 
the company or

•	 Regularly	participates	to	a	material	degree	in	the	exercise	of	
general executive control over and management of the whole, 
or a significant portion, of the business and activities of the 
company.

It is important for companies to identify the prescribed officers. They 
need to ensure that these persons meet the requirements of the 
Companies Act, and ensure that they understand the implications 
and potential consequences of accepting the appointment to the 
particular office.

How should financial statements for a year end before  
1 May 2011 be treated under the new Act?

Companies with a financial year ending on a date prior to 1 May 2011 
must comply with the provisions of the old Act with respect to the 
publication, audit and approval of its annual financial statements.

The Act determines that if, immediately before 1 May 2011, a 
particular pre-existing company has passed its financial year end but 
has not completed the requirements in terms of the previous Act for 
the publication, audit and approval of its annual financial statements 
for that financial year the provisions of the previous Act continue to 
apply with respect to the publishing, audit and approval of those 
statements, and the provisions of the new Act will apply to each 
subsequent financial year end and annual financial statements of 
that company.

All companies with a financial year ending after 30 April 2011 
should apply the new Companies Act with respect to the 
requirements regarding the audit or review and approval of the 
annual financial statements.
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Employee benefit revisions increase 
debt and reduce net profit

Background 

Risks relating to defined benefit plans are generally borne by the 
employer. Over one year many entities have closed their plans to 
new entrants and are in effect rolling down their defined benefit 
obligations (DBO); however their obligations under these plans are 
still significant.

Regulations issued in 2001 define the mechanism for the 
apportionment of surpluses in defined benefit pension funds. Many 
entities have not been assessed by the regulator on the application 
of the regulations; resulting in some uncertainties around the 
availability and recognition of defined benefit assets.

The new requirements

The most significant changes in IAS 19R are as follows:

•	 Elimination	of	unrecognised	items	in	the	statement	of	financial	
position.

 All actuarial gains and losses should be recognised in other 
comprehensive income (OCI) and all past service costs should be 
recognised in profit and loss within service costs. 

The adoption of IAS 19 Employee Benefits (Revised) (IAS 19R) in 
the South African economy will reduce volatility in some areas but 
introduce volatility in others.

Article by:
Lesley Venter
Manager
Accounting & Auditing
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•	 Introduction	of	net	interest	on	the	net	defined	benefit	liability	
(asset).

 Net interest is derived from the net defined benefit liability 
(asset) and the risk free rate. The remeasurement to reflect the 
actual return on plan assets, which in a South African context is 
generally higher than the risk free rate, will be reflected in OCI. 
This is likely to result in a lower net profit than currently reflected 
by entities with DBOs.

•	 Introduction	of	more	extensive	disclosure	requirements	in	the	
financial statements.

 The characteristics, risks and amounts in the financial statements, 
as well as the effect of defined benefit plans on the amount, 
timing and uncertainty of the entity’s future cash flows shall be 
disclosed. This may be onerous for entities with unfunded DBOs.

The below table illustrates some of the significant differences in the 
new standard:

Issue IAS 19 IAS 19 (R)

Asset ceiling 
changes

OCI or
Profit or loss

OCI

Past service cost Profit or loss over 
vesting period

Profit or loss 
immediately

Return on plan 
assets

Profit or loss Profit or loss limited to 
risk free rate. Excess 
reflected in OCI

Actuarial gains 
and losses

OCI
Profit or loss or
Corridor

OCI

Settlements and 
curtailments

Profit or loss includes 
unrecognised past 
service costs and 
actuarial gains and 
losses

Profit or loss based on 
balance sheet position 
as past service costs 
and actuarial gains 
and losses are fully 
recognised
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Investor impact

The South African market still refers to profit or loss as one of the 
main profitability indicators. The uncertainty around the definition 
and purpose of OCI has lead so a somewhat indifferent reference to 
OCI by many entities.

Entities listed on the Johannesburg Stock Exchange (JSE) are required 
to present headline earnings per share which is a non-IFRS measure 
extended from earnings per share, adjusts earnings for capital 
transactions and other prescribed events. The deferral of actuarial 
gains and losses and the actual return over net interest income 
in OCI will result in the permanent elimination of these volatile 
adjustments from headline earnings per share. This is likely to be a 
welcomed adjustment amongst JSE preparers.

Effective date

The revised IAS 19 will be applicable for reporting periods starting 
on or after 1 January 2013.
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Exposure draft on annual 
improvements to IFRSs 2011

Article by:
Ritah Kaziyake
Administrator
Accounting & Auditing

On 22 June 2011, the International Accounting Standards Board (IASB) published an exposure draft with proposed amendments to five 
International Financial Reporting Standards (IFRSs).

These amendments are proposed under the Annual Improvements process, which is designated to make necessary, but non-urgent, 
amendments to IFRSs. The amendments with the most significant impact are as follows:

Standard Proposed Amendment Expected Impact

IAS 1 Presentation of 
Financial Statements

Clarifies that when an entity changes accounting policies, or makes retrospective 
restatements or reclassifications: 

a) The opening statement of financial position be presented at the beginning of the 
required comparative period

b) Related notes are not required to accompany this opening statement of financial 
position.

Medium to High

Various other minor amendments are proposed, the details of which can be accessed on the IASB website.  
The effective date of the proposals is for annual periods beginning on or after 1 January 2013, with earlier application permitted.  
The comment period for the exposure draft ends on 21 October 2011.
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Dear Colleagues

I hope you have enjoyed reading this issue of Technically 
Speaking. I hope that this issue has given you some insights 
into the accounting and regulatory world.

Please continue to send your comments and suggestions 
that you may have to improve our future issues to 
technicallyspeaking@deloitte.co.za.

Kind Regards

Amy Escott

In closing 
Note from the Editor
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