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Case study 

Gugu Dlamini is an Audit Manager with PKF, an audit firm operating in Swaziland. She 
has been assigned to the audit of Super Mario Limited, a manufacturer of software 
games listed in the Swaziland Stock Exchange. The engagement partner is Mr. Truth 
Comb. Mr. Comb is one of the directors in the company but he holds no shares in the 
company. Her wife, however hold 45% of the shareholding in the company and he 
agreed to serve in the board after her (Mrs Comb) persistent requests. 

The company's board consists of four members including Mr Comb. The others are; the 
managing director, the finance director (Mr. Sifiso Simelane) and Mrs. Comb who acts 
as the director of operations. Mr Simelane is responsible for coordinating the audit 
process. The following list of issues encountered on the engagement has been received 
from Phindile Mabuza, the supervisor on the engagement. 

Issue 	 Client response (From the finance director) 
We have deeemed it unnecessary to maintain an asset register 
since we know all ofour assets and departmental managers are 

~-~~-~l.-The company doeffiOt have an asset regisrer---- -responsible for the custody ofassetS:- ----.. ~-.. 

2. The annual stock taking exercises was not underaken for We do not understand how this is an issue.We shan give you all 
the period under review (For the year ended 31 March invoices for the purchase and sale of stock and you can perform 
2014) any necessary reconciliation to prove the existence ofstock! 
3. The information on the submitted tax return for the It is our opinion that the issue concerned does not in any way 
previous financial year does not correspond with the affect auditors. Ifthe Swaziland Revenue Authority is aggrieved, 
previous financial year's financial statements. they shall inform us accordingly 

Accounting records are kept in South Africa with an independent 
accounting firm. We have sent arequest for the accounting 

4. The trial balance and the accompanying accounting records that you will need based on my experience as an auditor 
records could not be obtained from the client. in the past and this will be availed to you soon. 

Gugu has also gathered during engagement team meetings that the team is extremely 
fearful of Mr Simelane. Mr Simelane is very aggressive, domineering and dismissive of 
the audit function. He always mentions that as a former audit manager with KPMG, he 
knows that most of the procedures that PKF performs are unnecessary and only 
undertaken to increase the audit fee. The team believes the only team member that Mr. 
Simelane tolerates is Dumisani and as result, the majority of the clerks communicate 
their audit queries through him. Dumisani is a high personable individual and shares a 
passion for Football with the finance director. They are both fans of Manchester United 
football club. Mr Comb has been planning a trip to Mauritius with his wife and they 
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agreed that the activities they will undertake in Mauritius will be financed from the 
dividends received by Mrs Comb from Super Mario. The company's dividend policy 
recommends that 80% of profits should be distributed. Dumisani has also been offered 
the vacant job of being a financial accountant after the completion of the current audit. 
The other team members are ecstatic at this development since they believe this is 
career advancement for Dumisani and that he will assist them with their audit queries in 
future engagements. N osmilo, who is expected to be the future supervisor in the 
engagement based on PKF's succession plan, is going to be married to Dumisani in June 
2014. 

Gugu elevated these issues to Mr. Ciniso Ferguson who is the lead partner at PKF since 
Mr. Combs was on leave on the day she received the issues. Mr. Ferguson expressed 
concern about issue nO.3 and resolved at that very moment that all association with 
Mario Limited be terminated forthwith. This resolution was discussed with Mr. Comb 
over the phone, who reservedly accepted the resolution. The decision was 
communicated to Super Mario and the relationship between the entities was 
terminated. This development was received with joy by all concerned except for 
Dumisani and Mrs Combs. No other procedures were undertaken by PKF in terminating 
the relationship. 

---_......._---_... _ .._---._----- ---_.._---_._..._----..._----_.__..
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QUESTION1 

Identify and discuss all current and potential future issues (for the future issues, 
assume that the engagement was not terminated) in relation to the Swaziland 
Companies act of 2009, the code of professional conduct, King III report on corporate 
governance and the audit profession act of 2005 (you may assume that the act is 
applicable in Swaziland) that are evident in the case above. Also specify all 
procedures that should have been undertaken by the firm after the identification of any 
of the issues above as required by the companies act or the audit profession act of 2005. 

Total 	 50 Marks 

QUESTION 2 

As a senior auditor on a new client, Jacaranda Limited you have been assigned the task 
of developing audit procedures for the accounts receivable allowance. (AIR Allowance). 

i) 	 What attitude must an auditor take when evaluating the AIR allowance 
developed by management and why should they adopt that attitude? 

ii) For the following tasks, discuss whether the ultimate responsibility falls on 
management or the auditors: 
1) Develop and record the estimate of the AIR allowance. 
2) Test the AIR allowance for material misstatements. 
3) Evaluate the adequacy of the AIR allowance. 
4) Record adjustments in the AIR allowance in the financial statements. [ 

iii) Define material misstatement(s) 
[12 Marks] 

[3 Marks] 

Total 20 Marks 

QUESTION 3 

Discuss the financial statement assertions made by management about account 
balances. For each assertions discussed provide an example of a specific audit objective 
for inventory. 

Total: 	 15 Marks 
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QUESTION 4 

'Audit standards require the auditor to accumulated sufficient appropriate audit 

evidence to support the opinion issued' 


Discuss what is meant by sufficient, appropriate evidence. 


Total 15 Marks 


~----,--,----,----,---,----"-----
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Powers of curator ad litem. 

229. (1) A provisional curator ad litem appointment by the court under section 228(3) 
and a curator ad litem whose appointment is confIrmed by the court under section 228 (4) 
shall, in addition to the powers expressly granted by the court in connection with the 
investigation, proceedings and enforcement of a judgement, have the same powers as an 
inspector under section 222, and the provisions of that section shall, subject to the provisions 
of subsection (2) of this section, apply mutatis mutandis to the provisional curator ad litem 
and to the curator ad litem and to the directors, officers, employees, members and agents of 
the company concerned. 

(2) If the disclosure of any information about the affairs of a company to a 
provisional curator ad litem or a curator ad litem would in the opinion of the company be 
harmful to the interests of the company, the court may on an application for relief by that 
company, if it is satisfIed that the said information is not relevant to the investigation, grant 
such relief. 

Power of court as to costs. 

230. 	 The court may order the company to pay the costs of the litigation where, in the 
,____cir~~~jt is~~t~QJiSl:l~~~:L:fuI!Uhe jnsti!Ution of the action by the~Qlicant_,_,~,,__,_ 

was a reasonable and prudent course to take in the interests of the company. 

CHAPTER X 

AUDITORS 

Appointment 

Appointment of first auditor of company. 

231. (1) The fIrst auditor of a company shall be appointed by the directors within 30 days 
of the issue of the certifIcate of incorporation in the case of a private company, and within 30 
days ofthe issue ofthe certifIcate that the company is entitled to commence business in the case 
of a public company; and an auditor so appointed shall hold office until the conclusion of the 
first annual general meeting: 

Provided that 

(i) 	 subject to the provisions of section 239 the company may at a general 
meeting, remove any such auditor and appoint in his place any other 
person who has by special notice been nominated for appointment by any 
member of the company and of whose nomination notice has been given 
to the members of the company not less than 14 days before the date of 
the meeting; 

(ii) 	 if the directors fail to exercise their powers under this section, the 
company in a general meeting may appoint the fIrst auditor, and 
thereupon the said powers ofthe directors shall cease; and 
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(iii) 	 if neither the directors nor the company appoint an auditor under this 
subsection, the Registrar may on the application ofany member do so. 

(2) 	 Notwithstanding anything to the contrary contained in this section, a private 
company shall not be required to appoint an auditor if

(a) 	 the number ofshareholders in such company does not exceed five (5); 

(b) 	 the equity share capital in the company does not exceed fifty thousand 
Emalangeni (E50,OOO.OO). 

Annual appointment of auditor. 

232. (1) Every company shall at each annual general meeting appoint an auditor to hold 
office from the conclusion of that meeting, until the conclusion of the next annual general 
meeting. 

(2) Where at an annual general meeting no auditor is appointed or re-appointed, the 
Registrar may appoint a person to fill the vacancy. 

(3) 	 The company shall, within one week of the Registrar's power under subsection 
(2) becoming exercisable, give him notice of that fact, and, if a company fails to give notice as 

.~_____iequired by this subsectiQIlJhe comp~and every officer of the company who is-'in'"'-'"d....e..,..fa=u""lt~__~~_. 
commits an offence and liable to a fme. 

Election by private company to dispense with annual appointment. 

233. (1) A private company may elect in accordance with section 185 to dispense with 
the obligation to appoint auditors annually. 

(2) When such an election is in force the company's auditors shall be deemed re
appointed for each succeeding financial year on expiry of the time for appointing auditors for 
that year, unless a resolution has been passed under section 241 to the effect that their 
appointment should be brought to an end. 

(3) If the election ceases to be in force, the auditors then holding office, shall 
continue to hold office until the conclusion of the next general meeting of the company and the 
provisions of section 232 shall then apply. 

Filling of casual vacancies. 

234. Directors may fill any casual vacancy in the office of auditor, but while such vacancy 
continues the surviving or continuing auditor may act. 

Firm may be appointed auditor. 

235. (1) A firm of auditors may be appointed to hold the office of auditor ofa company. 

(2) A change in the composition of the members of a finn of auditors while holding 
office as auditor of a company shall not constitute a casual vacancy in the office of auditor but if 

http:E50,OOO.OO
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less than one-half of the members of such firm remain after anyone such change, it shall be 
taken as a resignation of auditor and a casual vacancy shall have been constituted. 

Disqualification for appointment as auditor. 

236. 	 (1) No person shall be qualified for appointment as auditor of a company ifhe is 

(a) 	 a director, officer or employee of the company; 

(b) 	 a director, officer or employee of any company performing secretarial 
work for such company; 

(c) 	 a partner, employer or employee of a director or an officer of such 
company; 

(d) 	 a person who by himself or his partner or employee habitually or 
regularly performs the duties of secretary or bookkeeper of the company 

(e) 	 a person who at any time during the fmancial year was a director or 
officer of the company; or 

(f) 	 not qualified to act as such under the Accountants Act, 1985. 
-----_.__._-_. ---	 ----_._---_ .._-

(2) Any person who in terms of subsection (1) is disqualified for appointment as the 
auditor of a company shall likewise be disqualified for appointment as the auditor or another 
body corporate which is a subsidiary company controlled by that company, or is a holding 
company which controls that company, or is a subsidiary company of such holding company or 
would be so disqualified if such body corporate were a company. 

(3) Subsection (1) shall not be construed as prohibiting the appointment as auditor of a 
private company, no shares of which are held by a public company, of a person who by himself 
or his partner or employee habitually or regularly performs the duties of secretary or bookkeeper 
of such private company if he is registered under The Accountants Act, 1985, and all the 
shareholders of such private company agree in writing to his appointment and the relevant 
circumstances are set out in the auditor's report on the affairs and armual financial statements of 
such private company. 

(4) Any person who acts as the auditor of a company or other body corporate while 
disqualified under this section, commits an offence. 

(5) For the purposes of this section "secretarial work" does not include share transfer 
secretarial work. 

Notice of appointment to Registrar. 

237. A company which is required to appoint an auditor under this Act shall, in writing, 
within 14 days of appointing such auditor, give notice ofthat appointment to the Registrar. 

Removal, resignation, etc ofAuditors 

Removal of auditors. 
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238. (1) A company may by ordinary resolution at any time remove an auditor from office, 
notwithstanding anything in any agreement between it and him. 

(2) Where a resolution removing an auditor is passed at a general meeting of a 
company, the company shall within 14 days give notice of that fact in the prescribed form to the 
Registrar. 

(3) If a company fails to give the notice required by this sub-section, the company and 
every officer of it who is in default is guilty ofan offence and liable to a fine. 

(4) Nothing in this section shall be taken as depriving a person removed under it of 
compensation or damages payable to him in respect of the termination of his appointment as 
auditor. 

(5) Where an auditor has reason to believe that in the conduct of the affairs of a 
company a material irregularity has taken place or is taking place and has caused or is likely ot 
cause fmancial loss to the company or to any of its members of creditors and he has made a 
report thereon in writing to the directors of the company, he may not be removed from office 
until the provisions of section 19 (b) of the Accountant Act have been complied with. 

Special notice for removal of auditor. 

(a) removing an auditor before the expiration ofhis term of office,or 

(b) appointing an auditor a person, other than a returning auditor. 

(2) On receipt of notice of such an intended resolution the company shall forthwith send 
a copy of it to the person proposed to be removed or, as the case may be, to the person proposed 
to be appointed and to the retiring auditor. 

(3) The auditor proposed to be removed or (as the case may be) the retiring auditor may 
make with respect to the intended resolution representations in writing to the company (not 
exceeding a reasonable length) and request their notification to members ofthe company. 

(4) The company shall (unless the res presentations are received by it too late for it to do 
so) 

(a) 	 in any notice of the resolution given to member of the company, state the 
fact of the represetntations having been made, and 

(b) 	 send a copy ofthe representations to every member of the company to 
whom notice ofthe meeting is or has been sent. 

(5) Ifa copy of any such representation is not sent out as required because received too 
late or because of the company's default, the auditor may (without prejudice to his right be 
heard orally) require that the representations be read out at the meeting. 

(6) Copies of the representations need not be sent out and the representations need not 
be read at the meeting if, on the application either of the company or of any other person 
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claiming to be aggrieved, the court is satisfied that the rights conferred by this section are being 
abused to secure needless publicity for defamatory matter; and the court may order the 
company's costs on the appreciation to be paid in whole or in part by the auditor, 
notwithstanding that he is not a party to the application. 
Resignation of auditors. 

240. (1) An auditor may at any time during the period of his office by deposting a notice in 
writing to that effect at the company's registered office. 

(2) An auditor intending to resign shall deliver to the company and to the Registrar a 
statement in the prescribed form to the effect that he has no reason to believe that in the conduct 
of the affairs of the affairs of the company a material irregularity has taken place or is taking 
place which has caused or is likely to cause fmancial loss to the company or to any of the 
members of creditors other than an irregularity (if any) in terms of section 19 (b) of the 
Accountants Act, 1985 and it shall not be necessary that such an auditor shall have carried out, 
for all purposes of such notification, a special audit susbsequent to the date up to which the last 
annual fmancial statement on which he has already reported, were made up. 

(3) An effective notice of resignation operate to bring the auditor's term of office to 
an end as at the date on which notice is deposited or on such later date as may be specified in it. 

(4) The company shall within 14 days of the deposit of a notice of resignation send a 
copy ofthe notice to the Registrar. 

(5) If default is made in complying with this subsection, the company and every 
officer of it who is in default is guilty ofan offence and liable to a fme. 

Termination of appointment of auditor not appointed annually. 

241. (1) When an election is in force under section 233, any member of the company may 
deposit notice in writing at the company's registered office proposing that the appointment of 
the company's auditors be brought to an end. 

(2) No member may deposit more than one such notice in any fmandal year of the 
company. 

(3) If such a notice is deposited it is the duty ofdirectors 

(a) 	 to convene a general meeting of the company for a date not more than 28 
days after the date on which the notice was given, and 

(b) 	 to propose at the meeting a resolution, in a forum enabling the company to 
decide whether the appointment ofthe company's auditors should be 
brought to an end. 

(3) If the decision of the company at the meeting is that the appointment ofthe auditors 
should be brought to an end, the auditors shall not be deemed to be re-appointed when next they 
would be and, if the notice was deposited within the period immediately following the 
distribution of accounts, any deemed re-appointment for the fmancial year following that to 
which those accounts relate which has already occurred shall cease to have effect. 
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(4) If the directors do not within 14 days from the date of the deposit of notice proceed 
duly to convene a meeting, the member who deposited the notice (or, if there was more than 
one, any of them) may himself convene the meeting; but any meeting so convened shall not be 
held after the expiration of three months from that date. 

(5) A meeting convened under this section by a member shall be convened in the same 
manner, as nearly as possible, as that which meeting are to be convened by directors. 

• 	 (6) Any reasonable expenses incurred by a member by reason of the failure of the 
directors' duly to convene a meeting shall be made good to him by the company; and any such 
sums shall be recovered by the company from such of the directors as were in default out of any 
sums payable, or to become payable, by the company by way of fees or either remuneration in 
respect of their services. 

(7) This section has effect notwithstanding anything in any agreement between the 
company and its autditors; and no compensation or damages shall be payable, by reason of the 
auditors' appointment being terminated under this section. 

Rights, duties and remuneration 

Auditor's right of access to books and to be heard at general meetings. 

242. 	 An auditor of a company shall 

(a) 	 have the right of access at all times to the accounting records and all books and 
documents of the company, and be entitled to require from the directors or officers 
of the company such information and explanations as he thinks necessary for the 
performance ofhis duties as auditor; 

(b) 	 in the case of an auditor of a holding company, have the right of access to all current 
and former fmancial statements of any subsidiary and be entitled to require from the 
directors or officers of the company or subsidiary all such information and 
explanations in connection with any such statements and in connection with the 
accounting records, books and documents of the subsidiary as he may consider 
necessary; and 

(c) 	 be entitled to attend any general meeting of the company and to receive all notices 
of and other communications relating to any general meeting which any member of 
the company is entitled to receive and to be heard at any general meeting which he 
attends on any part of the business ofthe meeting which concerns him as auditor. 

Duties of auditor. 

243. The auditor shall report to its members in such manner and on such matters as are 
prescribed by this Act and carry out all other duties imposed on him by this Act or any other 
law. 

Remuneration of auditor. 

244. (1) Save as is otherwise provided in this Act, the remuneration ofthe auditor shall be 
determined by agreement with the company. 
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(2) All payment made or to be made by a company to its auditor, specifying the 
remuneration for the audit, the remuneration for other specified services, the auditor's expenses 
and payments in respect of the respect of the audit and any other matter, shall be included under 
a separate heading in the income statement in respect of the accounting period concerned. 

CHAPTER XI 

ACCOUNTING AND DISCLOSURE 

Accounting Records 

Duty of company to keep accounting records. 

245. (1) Every company shall keep such accounting records as are necessary fairly to present 
the state of affairs and business of the company and to explain the transactions and financial 
position of the trade or business ofthe company, including

(a) 	 records showing the assets and liabilities of the company; 

(b) 	 a register of fixed assets showing the respective dates of acquisition and the 
cost thereof, depreciation, if any, the respective dates of any disposals and the 
consideration received in respect thereof: 

.......J>.rovided that-inrespect.ofiixedassets acquired.beforethe.commencement.oL_ 
this Act, a company may, as at the end of its first fmancial year after the said 
commencement, take an inventory of all fixed assets and make a realistic allocation 
of the total value of fixed assets as shown in the fmancial statements as at that date 
over the inventory of assets; 

(c) 	 records containing entries from day to day in sufficient detail of all cash 
received and paid out and of the matters in respect of which receipts and 
payments take place; 

(d) 	 where the trade or business of the company has involved dealings in goods, 
records of all goods sold and purchased and (except in the case of ordinary 
retail trade) records showing the goods and the buyers and the sellers thereof 
in sufficient detail to enable the nature of those goods and those buyers to be 
identified; and 

(e) 	 statements of the annual stocktaking. 

(2) The accounting records referred to in subsection (1) may be kept either by making 

entries in bound books or by recording the matters in question in any other manner, and where 

such records are not kept by making entries in bound books, adequate precautions shall be taken 

for guarding against falsification and facilitating its discovery. 


(3) The accounting records shall be kept at such place in Swaziland as the directors 

think fit and shall at all times be open to inspection by the directors. 


Determination of financial year ofcompany. 
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246. (1) Every company shall have an annual accounting period, which shall be known as its 
financial year, the commencing date of which shall be stated in the articles of association of the 
company and shall end on the day before and the date on the following calendar year: 

Provided that the first financial year of a company shall, if the commencing date so 
determined 

(a) 	 is a date more than six months after such incorporation, be the period 
commencing on such incorporation and ending on the date immediately 
preceding the commencing date so determined; or 

(b) 	 is a date not more than six months after such incorporation, be the period 
commencing on such incorporation and ending on the date so determined as 
the end of the fmancial year in the next calendar year. 

Provided further that in the case of a company incorporated before the commencement 
of this Act, the financial year shall be the fmancial year as established under the previous order 
which shall be deemed to be stated in the company's articles of association. 

(2) A company may at any time before the end of its current financial year change the 
end of its financial year to a date being not more than six months earlier or six months later than 
the date of its current fmancial year. .. 

-~~~--~-~---------Ql- Any refere~~_i!I.lhis A<;.t toJh~JmaI)g~lyea[of~som.Q~.J'_§J:t~li be_~qp.~!D.!~c!~~___ ._._~____.~_ 
including a reference to any period which in terms of this section stated to be a fmancial year of 
that company. 

Duty to make out annual financial statements and to lay them before the annual general 
meeting. 

247. (1) The directors of a company shall in respect of every financial year of the company 
cause to be made out annual fmancial statements and shall lay them before the annual general 
meeting of the company required to be held in terms of section 155 in respect of that financial 
year. 

(2) The annual fmancial statements required to be made out under subsection (1) 
shall consist of 

(a) 	 the components of financial statement as set out in the fmancial reporting 
standards issued by the International Accounting Standards Board or its 
successor body; 

(b) 	 a directors' report complying with the requirements of this Act; and 

(c) 	 an auditor's report as required by section 262. 

(2) 	 The annual financial statements of a company shall 

(a) 	 be in conformity with Swaziland and International Financial Reporting 
Standards; 
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(b) 	 shall be in accordance with and include the matters set out in Schedule 3 
in so far as they are applicable; 

(c) 	 fairly present the state of affairs of the company and its business as at the 
end of the fmancial year concerned and the results of its operations for 
that financial year. 

Election to dispense with laying of accounts and report before general meeting . 

248. (1) A private company may elect in accordance with section 185 to dispense with 
the laying ofaccounts and reports before the company in general meeting. 

(2) An election has effect in relation to the accounts and report in respect of the 
fmancial year in which the election is made and subsequent financial years. 

(3) Whilst an election is in force, the references in the provisions of this Act to the 
laying of accounts before the company in general meeting shall be read as references to the 
sending ofcopies of the account to members and others under section 263. 

(4) If an election under this section ceases to have effect, section 263 applies in 
relation to the accounts and reports in respect of the fmancial year in which the election ceases 
to have effect and subsequent financial years. 

249. (1) Where an election under section 258 is in force, the copies of the accounts and 
reports sent out in accordance with section 263 shall be

(a) sent not less than 28 days before the end ofthe period allowed 
for laying and delivering accounts and report, and 

(b) accompanied, in the case of a member of the company, a notice 
informing him of his right to require the laying of the accounts and 
reports before a general meeting. 

(2) Before the end of the period of 28 days beginning with the day on which the 
accounts and reports are sent out in accordance with section 263, any member or auditor ofthe 
company may by notice in writing deposited at the registered office of the company require that 
a general meeting be held for the purpose of laying the accounts and reports before the 
company. 

(3) If the directors do not within 21 days from the date of the deposit of such a 
notice proceed duly to convene a meeting, the person who depositied the notice may do so 
himself. 

(4) A meeting so convened shall not be held more than three months from that date 
and shall be convened in the same manner, as nearly as possible, as that in which meetings are 
to be convened by directors. 

(5) Where the directors do not duly convene a meeting, any reasonable expoenses 
incurred by reason of the at failure by the person who deposited the notice shall be made good to 
him by the company, and shall be recouped by the company out of any fees, or other 
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remuneration in respect of their services, due or to become due to such of the directors as were 
in default. 

(6) The directors shall be deemed not to have duly convened a meeting if they 
convened a meeting if they convene a meeting for a date more than 28 days after the date of the 
notice convening it. 

Accounting by Holding Companies 

Obligation to lay group statements before annual general meeting. 

250. (1) Where at the end of its financial year a company, which is not a wholly owned 
subsidiary of another company has subsidiaries, group annual fmancial statements shall be made 
out and shall be laid before the annual general meeting of the company before which its own 
annual fmancial statements are so laid under section 247 (1). 

(2) Subject to the provisions of section 253 such group annual fmacial statement shall 
together with the company's own annual financial statements in conformity with generally 
accepted accounting practice fairly present the state of affairs and business of the company and 
all its subsidiaries at the end of the financial year concerned and the profit or loss of the 
company and all its subsidiaries for the financial year, as a whole so far as concerns the 
members of the company and shall for that purpose include at least the matters prescribed by 

... -~~.-...-- ........~.. -.Schedula3.,.~sQJaLas.the)'.applkable.and~comply with.an):..oJher reQillrernents Qf this Act._~.~ __ 


Group annual financial statements. 

251. (1) (a) Subject to section 252, group annual financial statements shall consist of 
consolidated financial statements as defined in the relevant fmancial reporting standards issued 
by the International Accounting Board or its successor body and shall include the following 

(i) 	 a consolidated balance sheet dealing with the state of affairs of 
the company and all the subsidiaries to be dealt with in group 
annual financial statements; and 

(ii) 	 a consolidated income statements dealing with the profit or loss 
of the company and thos subsidiaries. 

(iii) 	 statements annexed to the company's own annual fmancial 
statements expanding the information there in contained about 
the subsidiaries, 

or of any combination of these forms. 

(2) Group annual fmancial statements may be wholly or partly incorporated in the 
company's own annual fmancial statements. 

Where annual financial statements are to be consolidated. 

252. Consolidated annual fmancial statements shall be presented m accordance with 
Swaziland and International Financial Reporting Standards. 
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Where group annual financial statements need not deal with subsidiary. 

253. (1) Group annual financial statements need not deal with a subsidiary if the directors 
of the company are of the opinion that it is impractible or would be of no real value to members 
of the company, in view ofthe insignificant amounts involved, or would entail expense or delya 
out of proportion to the value to members of the company and, if the directors are of such 
opinion about each of the company's subsidiaries, group annual finacial statements shall not be 
required. 

(2) 	 If the directors of a company are of the opinion that

(a) 	 if a subsidiary were to be dealt with in group annual fmancial statements, 
the result would be misleading or harmful to the business of the company 
or any of its subsidiaries; or 

(b) 	 the business of the company and that of a subsidiary are so different that 
they cannot reasonably be treated as a single undertaking or are of such 
opinion about each ofthe company's subsidiaries, 

group annual fmancial statements need not deal with that subsidiary or, as the case may be, no 
group annual fmancial statements shall be required, ifthe Registrar approves. 

(3) 	 (a) A company shall apply to the Registrar for his approval under subsection 
~~~~~~_~~_____ ~ ___ ~_____~___(~nthe pres~ribed from and the~plication shll:U be accompanie:d by~_~~_____ ~_~~ 

report by the auditor of the company on the opinion and decision of the 
directors. 

(b) 	 any such approval by the Registrar shall expire after two years and may 
be renewed on application by the company. 

(4) Any director or officer of a company who fails to comply with the provisions of 
subsection (3), commits an offence. 

Accounting periods of company and subsidiary to be the same. 

254. The directors of any subsidiary shall, notwithstanding anything to the contrary in this 
Act or in its articles, cause annual financial statements as required by section 247 to be made out 
so as to cover an accounting period or accounting periods ending statements of its holding 
company or holding companies. 

Duty of auditor to report on decisions of directors on consolidated and group annual 
financial statements. 

255. ill every case where the directors of a holding company decide not to make out 
consolidated annual fmancial statements under section 252, or not to deal with any 
subsidiary in group annual fmancial statements under section 253(1), the auditor of the holding 
company shall report on such decision ofthe directors. 

Disclosure ofCertain Matters in Financial Statements 

Annual financial statements of a company shall disclose loans and security for benefit of 
directors and managers. 
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256. (1) The annual financial statements of a company shall state 

(a) 	 the amount and particulars of every loan referred to in section 204(1) 
which has during the fmancial year concerned been made by virtue of the 
provisions section 204(3) (a), (b) or (e), including every such loan which 
has during the said fmancial year been repaid; 

(b) 	 the particulars of every security (and of the transaction to which it 
relates) referred to in section 204(1), which has during the fmancial year 
concerned been provided by virtue of the provisions of section 204(3) 
(a), (b) or (e), including every such security which has during the said 
fincial year been cancelled; 

(c) 	 the balance outstanding of every loan described in paragraph (a), made at 
any time before the said fmancial year and outstanding at the end of 
thereof; and 

(d) 	 the particulars of every security (and of the transaction to which it 
relates) described in paragraph (b), provided at any time before the said 
financial year and still in existence at the end of thereof (including, if 
applicable, the balance outstanding on the said transaction to which it 
relates). 

(2) If a company which has made a loan or provided any security referred to in 
subsection (1) is a subsidiary and its holding company is by this Act required to make out group 
annual fmancial statements or otherwise to furnish particulars of such subsidiary, there shall be 
included therein the information provided for in subsection (1). 

(3) Where a loan is a loan of share, debentures or other property, or where any 
security is provided in respect of a loan of share, debentures or other property, the requirements 
of this section may be complied with by stating the particulars in the director's report or by way 
of a note to the annual financial statements. 

(4) If the provisions of this section are not complied with in respect of the annual 
financial statements of a company, the auditor ofthe company shall in his report relating to such 
annual fmancial statements include a statement containing such information in regard to the 
matter as he is reasonably able to furnish. 

(5) 	 (a) Any director or manager or past director or manager of a company or of 
its holding company (if any) or of any other subsidiary of that holding 
company shall at the written request of the first-mentioned company or 
its auditor in writing give such information, including particulars relating 
to his control of a company or body corporate contemplated in section (1) 
(b), as the company or its auditor may require for compliance with the 
provisions ofthis section. 

(b) 	 Any director or manager or past director or manager referred to in 
paragraph (a) who fails to comply with such request within one month 
from the date thereof, commits an offence. 
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Annual financial statements to disclose loans made to and security provided for benefit of 
directors or managers before their appointment. 

257. 	 (1) The annual financial statements of a company shall state

(a) 	 the amount and particulars of every loan which has at any time been 
made by the ocmpany to any person before his appointment as director or 
manager ofthe company if

(i) 	 the loan was still in existence at the date of such appoint; and 

(ii) 	 such appointment was made at any time during the fmancial 
year concerned; and 

(b) 	 the particulars of every security (and of the transaction to which it 
relates) which has at any time been provided by the company for the 
benefit of any person before his appointment as director or manager of 
the company, if

(i) 	 the security was still in existence at the date ofsuch 
appointment; and 

(ii) 	 such appointment was made at any time during the financial 

(2) 	 For the purposes of subsection (1)

(a) 	 "loan" includes

(i) 	 a loan of money, shares, debentures or any other property; and 

(ii) 	 any credit extended by a company where the debt concerned is 
not payable or being paid in accordance with normal business 
practice in respect of payment of debts of the same kind; and 

(b) 	 "security" includes a guarantee. 

(3) The provisions of section 198 (2), (3), and (4) shall mutatis mutandis apply with 
reference to loans and securities contemplated in this section. 

(4) This section shall not apply in respect of a loan made or security provided bona 
fide in the ordinary course of the business of a company actually and regularly carrying on the 
business of making of loans or the provision ofsecurity. 

Annual financial statements to disclose director's emoluments and pensions. 

258. (1) The annual fmancial statements ofa company shall in so far as the information 
necessary for the purpose is contained in the records of the company or is otherwise available to 
it, contain particulars showing 

(a) 	 the aggregate amount of the directors' emoluments; 
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(b) 	 the aggregate amount of directors' or past directors' pensions; and 

(c) 	 the aggregate amount of any compensation to directors or past directors 
in respect of loss ofoffice. 

(2) 	 The amount to be shown under subsection (1) (a) 

(a) 	 shall include any emoluments paid to or receivable by any person in 
respect of his services as a director of the company or any of its 
subsidiaries or in respect of services rendered in any other capacity while 
director of the company or of any subsidiary or otherwise in connection 
with any subsidiary or otherwise in connection with the carrying of the 
affairs of the company or any such subsidiary; 

(b) 	 shall distinguish between emoluments in respect of services as a director, 
whether of the company or of its subsidirary, and other emoluments, 

and for the purposes of this section "emoluments", in relation to a director, includes fees and 
percentages, salaries, any sums paid by way of expenses allowance, any contribution paid under 
any pension scheme and the estimated money value ofany other material benefits received. 

(3) 	 The amount to be shown under subsection (1) (b) 

__d_d ___ h ______ _____h_~ ~::tL __~I1~!Li!lclude__8!lY pension ~d or_ recei~,_~bl~_!!t_!~~pec!~of_an}'~~El1n__ 
services of a director or past director of the company referred to in 
subsection (2) whether to or by him or on his nomination or, by virtue of 
dependence on or other connection with him, to or by any other person 
but shall not include any pension paid or receivable under a pension 
scheme, if the contributions payable thereunder are substantially 
adequate for the maintenance thereof; and 

(b) 	 shall distinguish between pensions in respect of services as a director or 
otherwise, whether of the company or its subsidiary; and other pensions, 

and for the purposes of this section, the expression "pension" includes any superannuation 
allowance, superannuation gratuity or similar payment, the expression "pension scheme" means 
a scheme for the provision of pensions in respect of services as a director or otherwise which is 
maintained in whole or in part by means of contributions, and the expression "contribution", in 
relation to a pension scheme, means any payment (including any insurance premium) paid for 
the pursposes of the scheme by or in respect of which pensions will or may become payable 
under the scheme, but does not include any payment in respect of two or more person if the 
amount paid in respect of each ofthem is not ascertainable. 

(4) 	 The amountto be shown under subsection (1) (c)

(a) 	 shall include any sums paid to or received by a director or past director 
by way of compensation for the loss of office as director of the company 
or for loss, while a director of the company, or any other office in 
connection with the carrying the management of the affairs of any 
subsidiary ofthe company; and 
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(b) 	 shall distinguish between compensation in respect of the office of 
director, whether of the company or its subsidiary, and compensation in 
respect ofother offices, 

and for the purpose of this section compensation for loss of office shall include sums paid as 
consideration for or in connection with a person's retirement from office. 

(5) 	 The amounts to be shown under each paragraph of subsection (1)

(a) 	 shall include all relevant sums paid by or received from: 

(i) 	 the company; 

(ii) 	 the company's subsidiaries; and 

(iii) 	 any other person, 

except sums to be accounted for to the company or any of its 
subsidiaries, or, by virtue of section 205 to past or present members of 
the company or any of its subsidiaries or any class ofthose members; and 

(b) 	 shall distinguish, in the case of the amount to be shown under subsection 
(1) (c), between the sums respectively paid by or receivable from the 

,,_>~o~l!!liLth~com~y~subsidiaries and other pers~ns..__.._>_... __.~___>~._____. 

(6) The amounts to be shown under this section for any fmancial year shall be the 
sums received in respect of that year, when ever paid, or in the case that where any sums are not 
shown in the armual financial statemetns for the relevant financial year on the ground that the 
person receiving them is liable to account as mentioned in subsection (5) (a), but the liability is 
there after being wholly or partly released or is not enforced within a period of two years, those 
sums shall, to the extent to which the liability is released or not enforced, be shown in the first 
armual financial statements in which it is statistical to show them and shall be distringuished 
from the amount to be shown therein apart from this provisions. 

(7) For the purpose of enabling them to show separately the respective amounts 

received under different headings as required by this section, the directors of a company may 

apportion any payments received or receivable in such marmer as they consider appropriate. 


(8) In this section any reference to a company's subsidiary shall for the purpose of 

subsection (2) and (3) include a reference to a company which was a subsidiary of the first 

mentioned company at the time the services contemplated in the said subsection were rendered, 

and, for the purposes of subsection (4), include a reference to a company which was such a 

subsidiary immediately before the loss ofoffice as director of the company concerned. 


(9) Every director or past director of a company shall at the written request of the 

company or its auditor give notice in writing to the company or the auditor, within twenty-one 

days from the date of such request, of such matters relating to himself as may be necessary for 

the purposes ofthis section, and shall ifhe fails to comply with any such request, be guilty of an 

offence. 


(10) If in respect of any armual financial statements the requirements of this section 

are not complied with, the auditor of the company by whom the armual financial statements are 
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examined, shall include in his report so far as he is reasonably able to do so, a statement giving 
the required particulars. 

Further requirements as to financial statements 

Approval and signing of financial statements. 

259. (1) The annual financial statements of a company other than the auditor's report, 
shall be approved by its directors and signed on their behalf by two ofthe directors or, ifthere is 
only one director, by that director, and group annual financial statements shall similarly be 
approved and signed by the directors ofthe holding company. 

(2) If a copy of any annual financial statements, or group annual fmancial statements 
which have not been approved and signed as required by subsection (1), is issued, circulated or 
published, every director or officer of the company concerned who is a party to such issue, 
circulation or publication there of, commits an offence. 

Director's report. 

260. (l) Except in the case of a company which is wholly-owned subsidiary of any other 
company incorporated in Swaziland, every company shall, as part of its annual financial 
statements, lay before the annual general meeting a report by the directors with respect to the 
state of affairs, the business and the profit or loss of the company or of the company and its 

.. ~._.~I:lh~idiaries, if anL_. . ... _ ..._.~...................~_.__..._._....__. 


(2) The director's report shall deal with every matter which is material for the 
appreciation by the members of the company of the state of affairs, the business and the profit 
or loss of the company or of the company and its subsidiaries, if any, and shall for the purpose 
be in accordance with and include at least the matters prescribed by Schedule 3, in so far as 
these are applicable, and comply with any other requirement ofthis Act. 

(3) Any director of a company who fails to take all reasonable steps to ensure 
compliance with the provisions ofthis section, commits an offence. 

Auditor's duties as to annual financial statements 

Auditor'S duties as to annual financial statements and other matters. 

261. 	 It shall be the duty ofthe auditor of a company 

(a) 	 to audit the annual financial statements and group annual financial statements to 
be laid before its annual general meeting; 

(b) 	 to satisfy himself that proper accounting records as required by this Act have 
been kept by the company and that proper returns adequate for the purposes of 
his audit have been received from branches not visited by him: 

(c) 	 to satisfy himself that the minute books and attendance register in respect of 
meetings ofthe company and ofdirectors and managers have been kept in proper 
form as required by this Act; 
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(d) 	 to satisfy himself that a register of interests in contracts as required by section 
208 have been kept and that the entries therein are in accordance with the 
minutes ofdirector's meetings; 

(e) 	 to examine or satisfy himself as to the existence of any securities of the 
company; 

(f) 	 to obtain all information and explanations which to the best of his know lege and 
belief are necessary for the purposes of carrying out his duties; 

(g) 	 to satisfy himself that the company's annual financial statements are in 
agreement with its accounting records and returns; 

(h) 	 to examine group annual financial statements and satisfy himself that they 
comply with the requirements ofthis Act; 

(i) 	 to examine such of the accounting records of the company and carry out such 
tests in respect of such records and such other auditing procedures as he 
considers necessary in order to satisfy himself that the annual financial position 
of the company and its subsidiaries and the result of its operations and those of 
its subsidiaries, are in conformity with Swaziland and International Financial 
Reporting Standards applied on a basis consistent with that of the preceding 
year; 

~-~~~~~~~~~~~~~ ~~~~~~~~~~~-- "~- ~---~~~ -~ ~~~- ~...- ..--~ 

G) to satisfy himself that statements made by the directors in their report do not 
conflict with a fair interpretation or distort the meaning of the annual financial 
statements and accompying notes, 

(k) 	 when he gets to know, or has reason to believe, that the company is not carrying 
on business or is not in operation and has no intention of resuming operations in 
the forceseeable future, to report forthwith accordingly by certified post to the 
Registrar; 

(1) 	 to comply with any other duty imposed on him by this Act; and 

(m) 	 to comply with any applicable requirements ofthe Accountants' Act, 1985. 

Auditor's report. 

262. (1) If the auditor of a company has carried out his audit free from any restrictions 
whatsoever, and in accordance with the requirements of section 261 and the International 
Standards on auditing and auditing guidelines as laid down by the Swaziland Institute of 
Accountants he shall make a report to the members of the company to the effect that he has 
examined the annual fmancial statements and that in his opinion they fairly represent the 
financial position of the company and the results of its operations in the manner required by this 
Act. 

(2) In the event that the auditor is unable to make such a report or to make it without 
qualification, he shall include in his report a statement to that effect and set forth the facts or 
circumstances which prevent him from making his report or from making it without 
qualification. 



• 


132 

Issue ofcopies ofannual financial statements 

Duty of company to send financial statements to members and Registrar. 

263. (1) A copy of the annual fmancial statements of a company and the group annual 
fmancial statements, if any, shall not less than twenty-one days before the date of the annual 
general meeting of the company at which such financial statements are to be considered be sent 
to every member of the company and every holder of debentures of the company (whether or 
not such member or holder of debentures is entitled to receive notices of general meetings of the 
company) and to all persons other than members or holders of debentures of the company who 
are entitled to receive such notices. 

(2) Any such copy not sent to members at least twenty-one days before the date of the 
relevant meeting shall be deemed to have been so sent if it is so agreed by all members entitled 
to attend and vote at the meeting and debenture-holders and other persons referred to in 
subsection (1). 

(3) A public company shall on the day on which it sends such copies to its members as 
provided in subsection (1), send to the Registrar under cover of the prescribed form a copy, 
certified to be a true copy by a director and the secretary of the company of the annual financial 
statements and group annual financial statements, if any. 

Right of Members and others to copies of annual financial statements and interim reports. 

264. (1) Any member or holder of debentures of a company shall be entitled to be furnished 
on demand without charge a copy of the last annual financial statements (including group 
annual financial statements where applicable). 

(2) A judgment creditor of a company shall, if it appears from the return of the person 
whose duty it is to execute the judgement in question that he has not found sufficient disposable 
property to satisfy that judgement, be entitled to be furnished on demand without charge with a 
copy ofthe last annual financial statements of the company. 

CHAPTER XII 

COMPROMISE, AMALGAMATION, ARRANGEMENT AND TAKE-OVERS 

Compromise and arrangement between company, its members and creditors. 

265. (1) Where any compromise or arrangement is proposed between a company and its 
creditors or any class of them or between a company and its members or any class of them, the 
Court may, on the application of the company or any creditor or member of the company or, in 
the case of a company being wound up, of the liquidator, or if the company is subject to a 
judicial management order, of the judicial manager, order a meeting of the creditors of class of 
creditors, or of the members of the company or class of members as the case may be, to be 
summoned in such manner as the Court may direct. 

(2) 	 Ifthe compromise or arrangement is agreed to by

(a) 	 a majority in number representing three-fourths in value of the creditors or 
class of creditors; or 


