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SOUTH AFRICAN

SECURITISATION FORUM




MINUTES OF THE MEETING OF THE ACCOUNTING AND TAXATION SUB-COMMITTEE OF THE SOUTH AFRICAN SECURITISATION FORUM HELD ON THURSDAY, 12 FEBRUARY 2009 AT 11 AM  AT DELOITTE & TOUCHE,  BUILDING 3, WOODLANDS PARK DRIVE, WOODMEAD, SANDTON
1.
In attendance
Chris Welthagen

(CW)

ABSA Capital

Lize-Marie Reyneke

(LR)

BMW Financial Servs
Rapulane Mogototoane
(RM)

DBSA

Andre Pottas (Chairman)  
(AP)
 
Deloitte
Sihlalo Jordan


(TMJ)

Deloitte 
Chris Beneke


(ChB)

Deloitte

Ana-Celia Mendes

(ACM)

ENS
Ronel Le Grange

(RLG)

KPMG

Tracey Ruddy


(TR)

KPMG
Clive Beaver


(CB)

Maitland Trustees
Rob Kelso


(RIK)

SAHL

Olga Meshoe-Majola
  
(OM)

Webber Wentzel

Patricia Williams

(PW)

Webber Wentzel

The attendance register was circulated.

2. Apologies

Michael Rudnicki



KPMG

Adél Staple




Nedbank
Morné du Plessis



Nedbank 
Boshoff Grobler



RMB

Kerry-Lee Boucher



RC&C Finance
Richard Roothman
  

 
Werksmans

3.
Welcome
The Chairman welcomed all the members to the third meeting of the accounting and tax sub-committee for 2008-2009.
4.
Minutes of Previous Meeting
The minutes of the last meeting, held on 15 October 2008, were approved and signed by the Chairman.

5. Matters Arising

1. Status of SASF response to the Tax guidance note issued by SARS (Item 5.1 from the previous minutes
At the 15 October 2008 meeting, AP was mandated to track down a copy of the draft SASF submission to SARS, prepared in response to the draft SARS position paper on the taxation of securitisation structures. This submission had been prepared by Ian MacKenzie of WWB on the instruction of the predecessor A&T sub-committee, but was never finalised and submitted. PW of WWB has subsequently obtained a copy of the final draft, dated 18 May 2006, and tabled this draft at the current meeting.

In a general discussion it was agreed that this submission be distributed to the committee members for their information, but that the submission process should now be formally abandoned. The issues that had been raised in 2006 in the draft response to SARS were around the treatment of assets being sold at a discount into a securitisation SPE, and whether that constituted a taxable profit on sale for the originator; and the use of S11(a) vs S11(j) for impairment deductions in the SPE (can a non-bank entity be a money-lender). The issue of profit on the transfer of a pool of assets on the initiation of a transaction, and the deductibility of irrecoverable receivables seems to now be settled through practice, and SARS has issued a number of assessments that accept the principles of no profit on initial sale, the deductibility of bad debts, and that issuers meet the definition of moneylenders. Therefore the merits of raising the issue again with SARS were questioned and agreed that this process would yield little or no value for the Forum.
It was confirmed that the Chairman should circulate the guidance note and the draft Forum response thereto for information of the members of the committee, and that this item should now be removed from matters arising.
2. Relationship with SARS (Item 5.3 from the previous minutes)
MduP of Nedbank has arranged a meeting with SARS to meet and introduce the Forum and to explain what the Forum stands for and how it sees its role in the industry. The meeting is scheduled for Monday, 23 February 2009 at 10am. Attendees representing the Forum were confirmed as AP, MduP, Nazrien Kader of Deloitte (successor to CB), and RLG


As agreed at the last meeting, the Forum (through its representatives) will not raise or debate any current taxation issues at this introductory meeting. Any issues to be raised with SARS must be on general industry interest and relevance, and not be specific to any one member or any particular tax matters. 
Of some concern to the committee was the responsibility of the SARS attendees scheduled to attend the meeting. SARS representatives include staff from the tax evasion, special projects and reportable arrangements units, which seems to suggest to the committee that SARS is still seeing securitisation as being done with a tax-saving or avoiding objective in mind. The committee was in general agreement that tax-savings is not an incentive to enter into securitisation and that SA securitisation structures are not tax-aggressive but are merely for alternative funding purposes. Securitisation is actually tax-negative, in that there is generally VAT leakage in a securitisation structure. The goal is simply to get SPE’s as tax neutral as possible. As cash flow conduits, tax is paid at some point in the flow of funds, and SARS does not lose out on revenue as a result of securitisation. The committee mandated those attending the meeting to make this point to SARS.
AP and MduP will give a verbal report-back to the committee at the next meeting.
6. Taxation Issues

AP asked the committee to raise all current taxation issues impacting the industry, with a view to assessing areas where the committee should look to become involved. No new matters were raised.
7. Accounting issues
AP asked the committee to raise all current accounting issues impacting the industry, with a view to assessing areas where the committee should look to become involved. CB raised the on-going issue about the IAS 39 amendment to categorisation of financial instruments and enquired whether there were any vehicles that elected to exercise this option. AP responded by mentioning that a few had seriously considered the option but eventually decided against making this election.
Prompted by a question from RIK about the state of accounting rules and impact on securitisation vehicles a general discussion ensued about the lessons learnt (from an accounting perspective) from the current financial crisis. It was agreed that as a result of the relatively low leveraged position of SA banks, the impact of the financial crisis on liquidity and capital positions had been manageable.

 AP warned however that he had started to see strain on the trigger levels of vehicles and that the risk of breaches has significantly increased under the current environment. One or more vehicles have apparently breached their triggers in the past 6 months and others are likely to breach in the year ahead.
8. General

No additional matters were raised.
9. Next Meeting


The next meeting is scheduled for Thursday, 11 June at 11am at Deloitte.
  
Please note next meeting date changed to Wednesday 10th June at Deloitte
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