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DOCUMENT 1 
 

EMAIL FROM CHIEF FINANCIAL OFFICER TO FINANCIAL MANAGER 
 

 
Hi there 
 
Welcome on your first day at Archegos Schools (Pty) Ltd (we generally just refer to our companies 
by their shortened names). We are very excited to have you join the Finance team. You will be 
reporting to me and will be responsible for preparing monthly management accounts, compiling 
budgets and overseeing the recording of transactions in general ledger accounts. You will have 
a team of four to assist you.  
 
Archegos was started in 2010 by Denise Twaku, who had a vision of delivering world-class private 
schooling at lower fees than some of those other private schools who charge very high annual 
tuition fees. I joined Denise in mid-2010 to assist in rolling out the strategy and to head up the 
Finance Division. The first school (high school only) opened in Blairgowrie, Johannesburg, on 
1 January 2011, a very proud moment for us. We subsequently opened a primary school in 
Randburg, Gauteng, and another high school in Midrand. So today, we have three schools in 
operation and more than 1 000 enrolled learners.  
 
2020 was a tough year for most and we were not spared the consequences of Covid-19 
lockdowns. It was tough to navigate through the stop-start of school closures and re-openings. 
Fortunately, we were already delivering 40% of our high school programmes online prior to 2020, 
so we were well placed to continue with schooling, whether on site or remotely. 
 
I have attached some PowerPoint slides which outline our vision and strategy as well as some 
operational and financial information. We use these slides for orientation purposes for new staff 
members and non-executive directors. It is also useful for planning purposes and those bi-annual 
strategy sessions. Enjoy the read. 
 
PS: I am going to involve you in more than just accounting, auditing and tax functions. I would like 
you to assist in driving new projects; will let you know more about these later. 
 
Kind regards 
Ryan 
 
CFO: Archegos Schools (Pty) Ltd 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 

  

From:   Ryan van Niekerk 
Sent:   Monday 1 November 2021, 7:59 AM 
To:   Financial Manager 
CC:   Denise Twaku 
Subject:   Welcome 
Attachment:  
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ATTACHMENT TO EMAIL 
 

Annexure A: Archegos Schools (Pty) Ltd – Background information 
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DOCUMENT 2 
 

EMAIL FROM CHIEF FINANCIAL OFFICER TO FINANCIAL MANAGER  
 
From: Ryan van Niekerk 
Sent: Friday 26 November 2021, 09:05 AM 
To: Financial Manager 
Subject: All things audit 

 
Hi again! 
 
Hope you survived your first month?  
 
Now that you have settled in, what do you know about the Protection of Personal Information Act 
which has recently gone ‘live’? I am specifically interested in your inputs from a risk management 
perspective. As we deal with a lot of sensitive personal information, we must double-check 
whether all the risks are adequately managed. Are you able to assist with this?  
 
Then, regarding our upcoming external audit, Sandy Stable from the firm Stable & Sound 
Registered Auditors, has been our audit engagement partner for the past three years. In the 
annual meeting held shortly before the start of the audit, Sandy usually discusses, among others, 
her planned high-level audit responses. While I would like the external audit team to improve audit 
efficiencies by making greater use of analytical procedures, I have not been able to have much 
of an impact over the years. Achieving savings on all of our expenditures, including the audit fee, 
is becoming increasingly important, particularly in view of the challenging economic conditions 
that we are experiencing. Therefore, would you mind joining me at this meeting in respect of the 
2021 audit – specifically to consider Sandy’s planned high-level audit responses to the risks she 
has identified? If you agree, I will forward the meeting invitation that I received from her yesterday.  
 
Looking forward to your favourable responses!!  
 
Kind regards 
Ryan 
 
CFO: Archegos Schools (Pty) Ltd 

 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 
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DOCUMENT 3 
 

EMAIL FROM CHIEF FINANCIAL OFFICER TO FINANCIAL MANAGER  
 
From:   Ryan van Niekerk 
Sent:   Monday 29 November 2021, 07:55 AM 
To:   Financial Manager 
Subject:   Opening of additional campuses 
Attachment:   

 
Hi! 
 
Hope that you enjoyed your weekend! 
 
The comment that I made in Friday’s email regarding the challenging times we are experiencing 
has reference. 
 
Mid-tier private schools such as those run by Curro, ADvTECH and SPARK Schools have proven 
rather resilient in this environment. These schools typically bridge the gap between high-end 
private schools and traditional public school offerings, with tuition fees at mid-tier private schools 
ranging from R25 000 to R75 000 per annum (although some of the ADvTECH schools charge 
higher fees). 
 
Accordingly, we believe mid-tier private schools represent a key growth market and we have 
identified a number of investment opportunities in the sector to expand our reach. Unsurprisingly, 
there has been a significant increase in corporate activity in the sector over the last 12–18 months, 
with Curro in particular having acquired a number of existing schools across the country. 
 
Denise has been approached by the owners of an existing mid-tier private school, the Elgin Open 
School, which is located in the Western Cape. I believe that this school’s campus could provide 
us with an ideal site to launch our fully online initiative as envisioned by our board. The campus 
is large enough to accommodate both learners attending lessons in the physical classroom 
(contact learners) as well as online learners. We would like to afford our online learners an 
opportunity to engage with each other and with contact learners as we believe this will allow them 
to develop their social skills. We are aware that our learner body is comprised of learners from all 
walks of life and this campus would provide the space for all these learners to learn from each 
other and participate in activities offered on campus. This school has an excellent location and 
has a current enrolment of 438 contact learners, with an average tuition fee of R38 500 per 
annum.  
 
In conducting our assessment of the potential acquisition, we may need to consider the following: 
 
1 The financial and operational performance of the school; 
2 How we might go about determining a fair acquisition price; and 
3 General due diligence matters to be considered. 
 
I may again want to draw on your ‘audit skills’ when we brief the professional services firm that 
we plan to contract to undertake a due diligence on the key financial aspects of the target. Just 
thought that I would give you fair warning of this! 
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I have attached some high-level information relating to the Elgin Open School as Annexure B. 
 
Kind regards 
Ryan 
 
CFO: Archegos Schools (Pty) Ltd 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 
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ATTACHMENT TO EMAIL 
 

Annexure B: High-level information on Elgin Open School 
 
Extract from the audited statement of profit or loss 
 

For the year ended 31 December 
2019 2020 

R’000 R’000 

Tuition fees 15 403 16 863 

Entrance fees (R5 500 per learner) 132 88 

Total revenue 15 535 16 951 

Operating costs (12 778) (14 808) 

Bad debts (770) (1 054) 

Employee costs (9 250) (10 500) 

Other expenses (2 758) (3 254) 

EBITDA 2 757 2 143 

Depreciation (1 175) (1 275) 

EBIT 1 582 868 

Interest income 341 352 

Finance charges (375) (375) 

Profit before taxation 1 548 845 

Current taxation (394) (193) 

Profit for the year 1 154 652 

 
Key metrics  
 

 2019 2020 

Average number of learners 422 438 

Average tuition fee per learner R36 500 R38 500 

Average number of teachers 37 40 

Learner to teacher ratio 11,41 10,95 
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Extract from the audited statement of financial position  
 

As at 31 December 
2019 2020 

R’000 R’000 

Non-current assets 15 650 14 375 

Land and buildings 14 800 13 750 

Furniture and equipment 850 625 

Current assets 3 561 3 898 

Trade and other receivables 3 081 3 373 

Cash and cash equivalents 480 525 

Total assets 19 211 18 273 

   

Equity 12 347 10 871 

Share capital 10 000 10 000 

Retained earnings 2 347 871 

Non-current liabilities 3 750 3 750 

Shareholder’s loan 3 750 3 750 

Current liabilities 3 114 3 652 

Trade and other payables 675 982 

Income received in advance 2 439 2 670 

Total equity and liabilities 19 211 18 273 

 
 
Notes 
 
1 Elgin Open School has historically achieved growth in tuition fees of ~7,5% per annum. 
2 Elgin Open School’s number of learners has fluctuated between 400 and 450 per annum. 
3 Three teachers resigned at the end of 2018, and were only replaced in 2020. 
4 The shareholder’s loan has no pre-determined repayment terms and interest is paid monthly 

in arrears. 
5 The owners of Elgin Open School paid themselves a substantial dividend in 2020 in 

preparation for their retirement. 
6 Land and buildings include only the property from which the school operates. 
 
 
 
  



 

APC December 2021    SAICA 2021 
Pre-released information 

20 

DOCUMENT 4 
 

EMAIL FROM CHIEF FINANCIAL OFFICER TO FINANCIAL MANAGER  
 
From: Ryan van Niekerk 
Sent: Monday 29 November 2021, 03:25 PM 
To: Financial Manager 
Subject: Midrand School  

 
Afternoon 
 
As explained at your induction, you’ll take primary responsibility for preparing the separate 
company AFS for each of our schools, and I will become more involved in the group reporting. 
So, I just wanted to pop you a quick note on a matter that we need to start thinking about as we 
are approaching our year end. 
 
When you prepare the separate AFS for Midrand School, don’t stress too much about the loan 
balance between Archegos and Midrand School. As it is usual for a school to reach a solid 
financial position only after about five to six years, Archegos Schools has had to lend the Midrand 
School an amount of R10 million since it opened to allow it to meet its cash flow obligations. 
Further, there has been a delay in reaching profitability due to the impact of the pandemic – and 
the net liability position in the Midrand School balance sheet in the management accounts at the 
end of October 2021 is slightly worse than for the prior year (although I anticipate it will be resolved 
within the next few years once things normalise). This particular school also lost a number of 
learners because some parents opted for alternative (basically less costly) options for their 
children. Therefore, there is some ground that needs to be made up in terms of the usual growth 
curve, but it is doable.  
 
The intercompany loan balance will be eliminated on consolidation in any case, but a number of 
parents who are members of the school council (similar to a school governing body at other 
schools) of Midrand School doesn’t seem to get this – they’ve given us a lot of grief about the 
school’s financial position and therefore didn’t support the proposed salary increases for the 
school management. At the last council meeting, one of the newly elected members (I think 
because she’s a CA and she tends to have an opinion about everything and acts like she has the 
answers to all questions asked) raised a point about insolvency and financial distress issues in 
terms of the Companies Act. However, this clearly isn’t an issue at the group level – which is what 
we’re primarily concerned about.  
 
In my view, this is really not a big deal even at the Midrand School (Pty) Ltd level as Archegos is 
willing to support Midrand School if necessary (surely that fixes whatever insolvency issues she 
is referring to). The board is considering which one of a letter of support, a guarantee or a 
subordination agreement would be most appropriate in the circumstances. In any case, we need 
to be prepared to respond to any questions the council may have as we are still accountable to 
them at the company level. I’m attending the next council meeting this week. I’ll give you any 
relevant feedback to consider as part of the year-end reporting. 
 
Kind regards 
Ryan 
 
CFO: Archegos Schools (Pty) Ltd 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 
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DOCUMENT 5 
 

EMAIL FROM CHIEF FINANCIAL OFFICER TO FINANCIAL MANAGER  
 
From: Ryan van Niekerk 
Sent: Monday 29 November 2021, 09:17 PM 
To: Financial Manager 
Subject: Employee incentives 

 
Good evening and apologies for the late email. I wanted to leave you with a few thoughts before 
they slip my mind. 
 
The board recently had a discussion about how best to incentivise our key employees. 
Traditionally we paid a 13th cheque to all teachers, as well as a performance bonus to our top 
performing teachers. This was based on a scoring system which uses measures such as learner 
throughput rates, teaching innovations and serving in subject leadership positions in the schools. 
 
With the impact of the Covid-19 pandemic on our finances, the above incentivisation model has 
proved to lack resilience. We simply cannot afford to pay the quantum of such bonuses over the 
short term. We need a model in which we can effectively defer short-term bonuses and allow 
teachers that remain committed to Archegos schools to benefit over the long term. 
 
Denise suggested something like a share incentive scheme for our top teachers. The exact terms 
will have to be worked out, but current thinking is that these teachers will only become entitled to 
participate in the scheme once they have served for a certain number of years, which will also 
help us to retain our top teachers. The benefit for the teachers is of course that they buy into the 
long-term sustainability of the group, because participants will be entitled to sell their 
shares/instruments to Archegos after a pre-determined vesting period.  
 
The value and number of shares/instruments to be issued each year will be determined by the 
board with reference to Archegos’ financial performance in the year of issuance. The value is not 
intended to be less than the equivalent of a 13th cheque; however, this will be subject to the 
performance of Archegos and may, in some circumstances, be greater than an equivalent 13th 
cheque amount. 
 
I would like to pick your brain about the above (including the accounting implications) as soon as 
time allows. 
 
Good night! 
Ryan 
 
CFO: Archegos Schools (Pty) Ltd 

 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 
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DOCUMENT 6 
 

EMAIL FROM CHIEF FINANCIAL OFFICER TO FINANCIAL MANAGER  
 
From: Ryan van Niekerk 
Sent: Tuesday 30 November 2021, 11:11 AM 
To: Financial Manager 
Subject: Various accounting matters 

 
Good morning! 
 
I’m really scratching my head today. IFRS is a beast! 
 
We have a couple of transactions that we need to account for. I will give you a brief overview of 
these, to allow you some time to brush up on your technical knowledge so that you are able to 
assist me later: 
 
1 The terms/conditions of some of the lease agreements to which we are party, have recently 

been modified. This includes a payment holiday that was granted by one of our lessors to 
mitigate the impact of the Covid-19 pandemic. 

2 To generate some funding during these difficult times, we issued debentures to some of the 
parents or sponsors during the 2021 financial year. The debentures will be settled in annual 
instalments by converting them to tuition fees (i.e. instead of Archegos settling the 
debentures in cash, we will excuse these parents/sponsors from paying tuition fees). No 
early settlement discounts will apply when debentures are converted to tuition fees. 

 
We have also received many requests from parents asking for relief on their tuition fees. Some 
households can simply not afford to pay fees at the moment. 
 
However, because Archegos schools is not a registered public benefit organisation, we cannot 
simply ignore the normal income tax implications of these transactions (although I wish we could 
– I did not manage to attend the latest tax technical updates this year!). In view of this, when you 
are brushing up on your accounting knowledge, please also consider any normal income tax 
consequences/risks that we should also look out for.  
 
Kind regards 
Ryan 
 
CFO: Archegos Schools (Pty) Ltd 
 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 
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DOCUMENT 7 
 

EMAIL FROM CHIEF EXECUTIVE OFFICER TO FINANCIAL MANAGER  
 
From: Denise Twaku 
CC:  Ryan van Niekerk 
Sent: Tuesday 30 November 2021, 11:22 AM 
To: Financial Manager 
Subject: Solar project 

 
Hi there. Ryan is very busy at the moment, so I thought I would reach out directly to you.  
 
Archegos has for some time now considered using solar power and partially going off the grid. 
We would still need to purchase electricity from City Power but would like to reduce this to the 
bare minimum. The cost of solar power has dropped dramatically in recent times and is in fact 
lower than that of City Power. So, the shift to solar would reduce our electricity bill. Also, it would 
enable us to play our part in becoming more eco-friendly by supporting renewable energy 
providers and reducing reliance on fossil fuel produced power. 
 
We have been talking to Green Sky Solar Solutions, a firm that provides engineering, procurement 
and construction of photovoltaic (PV) solar electric systems. Given the state of our balance sheet 
and not having the almost R4 million that it would cost to purchase a solar system, we are 
considering entering into a power purchase agreement (PPA) with Green Sky. Essentially, in the 
case of such PPA agreements, the solar power firm pays for the purchase and installation of the 
PV solar system at its own cost, subject to us agreeing to purchase the electricity produced for 
15, 20 or 25 years. Green Sky would pay for the system upfront and only charge us a rate per 
kilowatt-watt hour (kWh) that we consume (kWh is the common term used in the energy industry 
to measure how much electricity one is using). Green Sky would also pay for the operational and 
maintenance costs of the system over the period of the PPA. We are excited about such an option. 
 
We are waiting for a firm proposal from Green Sky but in the interim have agreed to the following: 
 

 Green Sky’s rate per kWh will not escalate by more than City Power’s tariffs or 6% per 
annum, whichever is lower; and 
 

 Green Sky will install and operate a system that is capable of initially producing 
489 500 kWh of electricity annually at our Midrand School. Unfortunately, the output of 
these PV solar systems deteriorates over time (generally referred to as degradation). We 
have asked for assurances that the degradation will not exceed 0,5% per annum. 

 
Don’t stress about researching the solar PV industry in too much detail since we have an expert 
in the sector advising us on the technology and our system requirements. These PPAs are 
perfectly legal but the regulations are complex and vary from province to province and municipality 
to municipality. Fortunately, our expert is here to advise us regarding all the legalities so don’t 
waste time researching these. However, I will need your help in reviewing Green Sky’s proposal 
and assistance in closing the deal with them. 
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I will let you know as soon as I have seen Green Sky’s final proposal. We have already considered 
the accounting and tax implications, but any other inputs you may have would be much 
appreciated. 
 
Regards 
Denise  
 
CEO: Archegos Schools (Pty) Ltd 

 
NOTICE: Please note that this email and the contents thereof are subject to the standard Archegos Schools email disclaimer. See 
http://www.archegosschools.co.za/disclaimer/email.htm for more details. 
 
 


