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Instructions to Candidates
1. This competency assessment paper consists of two questions.
2. Answer each question in a separate answer book.

Question
1
2

Topic
Marks
Individual Tax
35
Donations Tax, Estate Duty,
Provisional Tax, Employees’ Tax
and Diverse Income Tax issues
65

Answer Book

Total marks: 100
Time:

4 hours plus ½ hour reading time

The marks specified are an indication of the expected length and detail of your
response.
3. Enter your examination number on the cover of each answer book as well as on
all answer sheets.
4. Your name must not appear anywhere in the answer books.
5. Answers may not be written in pencil and correction pens (tipex) may not be
used.
6. Answer the questions using effective presentation and pay particular attention
to the use of concise language, clarity of explanation and logical argument.
Marks will be awarded for these aspects of your response.
7. It is your responsibility to ensure that all answer books are handed in to the
invigilator before leaving the examination room, as answer books handed in
thereafter will not be marked.
8. Round all amounts to the nearest RAND.
9. Please take note of the tax rates and tables provided in Annexure A to this
paper.
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QUESTION 1
INDIVIDUALS QUESTION

35 MARKS

You work as a junior tax technician at the Intela Tax Consultation firm. You received the
following two unrelated e-mails from clients:

QUESTION 1 – PART A

19 MARKS

E-mail 1:
To:

Tax Consultant

From:

Michael

Subject: Travel allowance vs. reimbursed allowance vs. right of use of a motor
vehicle
Dear Tax Consultant
I work as a sales representative for Teleflex Ltd. I regularly have to drive to client offices.
I chose to make use of my own car for these trips. Teleflex Ltd paid me a monthly travel
allowance of R5 000 per month for the full 2016 year of assessment. I drive a Hyundai I30
that I purchased on 1 June 2014 for R292 800 (VAT of R33 600 and finance charges of
R19 200 included).
I always keep accurate records of my business kilometres. According to my calculations I
travelled 5 200 km for private purposes and a total of 12 000 km for the 2016 year of
assessment. The Commissioner for SARS accepted the logbook as accurate.
I incurred the following expenses for the 2016 year of assessment:
-

Maintenance:
Fuel:
Interest paid for the year:

R4 700
R34 400
R9 625

No portion of the expenses listed above were reimbursed.
Teleflex Ltd recently presented me with the following two alternatives to the above
arrangement:
Alternative 1:
Teleflex Ltd is willing to pay me a reimbursive travel allowance of R4.13 for every business
kilometre I travel, instead of the fixed travel allowance.
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Alternative 2:
Teleflex Ltd can grant me the right of use of a company car. Teleflex Ltd originally
purchased an Audi A3 for R349 800 (including VAT) on 31 October 2014. Teleflex Ltd took
out a maintenance plan (as defined) in respect of the motor vehicle. I have to pay the total
fuel cost for my private use, as well as the license cost of R730.
I don’t know whether I should accept one of the offers from Teleflex Ltd or continue to
receive my current travel allowance of R5 000 a month?

Could you please do a comparison of the effect on taxable income of the current status
(receiving a fixed travel allowance) versus the two alternatives? You can do a comparison
with the alternatives as if I selected the alternatives for the 2016 year of assessment. I
would like to know what the best option would be from a tax perspective.
Kind regards,
Michael

REQUIRED

19

Respond to Michael’s e-mail by comparing the tax effect of the three
options (using the 2016 year of assessment rules). Show all
calculations.

19
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QUESTION 1 – PART B

16 MARKS

Email 2:
To: Tax Consultant
From: Zama
Subject: Taxable income calculation
Dear Tax Consultant
I am a 36-year-old South African resident. I work for a company that arranges itineraries
for tourists in South Africa. I mainly work from home and only have to go to our offices
once a month for a one on one meeting with my manager to report on the month’s activities.
I have specifically equipped my study at home for business purposes and only use it as
my office space. The study makes up 50 square meters of the 270 square meter floor plan
and also has a separate entrance from outside to give a more professional appearance for
when tourists need to come and collect any documentation. The gardener comes once a
week to ensure that the garden stays neat. The portion of the garden that relates to the
entrance is 20% of the entire garden.
I bought a new laptop for R6 500 on 1 February 2016 which I exclusively use for business
purposes.
Could you please assist me in calculating my tax due to or from SARS for the 2016 year
of assessment?
Kindly find attached Attachment 1 which will provide you with all my other income and
expenses for the 2016 year of assessment, as well as my IRP5.
Kind Regards

Zama
Attachment 1
1. I pay rent of R21 000 per month and I pay the housekeeper R2 300 per month to
clean the entire house. The water and electricity amounted to R31 600 for the entire
year of assessment. I paid the gardener a total of R9 500 for the year of
assessment.
2. Medical aid contributions to NoMed medical aid amounted to R1 040 per month. My
employer makes no contributions on my behalf. I had no other qualifying medical
expenditure for the year of assessment. I am the only dependent on my medical
aid. I do not have any disability (as defined).
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3. I make monthly contributions of R1 200 per month to a registered Retirement
Annuity Fund.
4. Apart from my salary, I earned interest income from a fixed deposit of R5 000 for
the year. The fixed deposit account is not a “tax free investment” as defined in terms
of section 12T of the Income Tax Act.
5. My IRP5 shows the following amounts for the 2016 year of assessment:
- Annual Remuneration:
R600 000
- Annual Bonus:
R50 000
- PAYE:
R160 705
- Skills Development Levy:
R6 050
- Unemployment Insurance Fund:
R1 785
REQUIRED

16

Respond to Zama’s email by computing her 2016 year of assessment
tax liability.
Show all calculations

16
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QUESTION 2
65 MARKS
PROVISIONAL, EMPLOYEES TAX, TAX ADMINISTRATION, DONATIONS,
ESTATES
John Mbali is a 32-year-old South African Resident entrepreneur. As a child he bought
bulk snacks and then repacked them and sold them at the taxi rank close to his home.
His earned nice pocket money from this.
He decided that he will grow his entrepreneurial businesses to ensure that he can make
a decent living for himself.
He saved money each month from his sales.

QUESTION 2 – PART A

19 MARKS

John Mbali heard from a friend that if he earns more than a certain amount – he is liable
to register as a provisional taxpayer.
John supplied you with a breakdown of his income sources for the 2016 year of
assessment:
Salary from his part time employment (as defined) at a fast food
outlet
Income from his snack stalls at various taxi ranks
Interest from his Capitec savings account
Dividends from local shares

R
Note
48 000
1
65 000
36 000
2 000
147 000

REQUIRED
A. John does not have a lot of spare time and asked you to briefly list:
1. Whether he needs to register as a provisional taxpayer
2. When and how he must register as a provisional taxpayer
3. When he needs to pay provisional tax and
4. What returns to submit
B. NOTE 1 - Salary earned
Calculate the employees’ tax that should be deducted by the fast food outlet.
C. NOTE 2 – Income from stalls
John’s one snack stall as a kid grew into 10 stalls all over Johannesburg’s
busiest taxi ranks. He employs one person per stall who collects the
snacks from his house once a week and then sells it at the taxi rank. He
pays them a fixed monthly salary of R2 500 as well as commission of 1%
of all sales for the month at the specific stall. His employees are very
proud to be involved in such a venture. Find below a payslip of one of his
bestselling employee’s for the month of December.

2

19
5
2
4
1
3
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PAYSLIP - M MAHLANGU
31 DECEMBER 2015
Basic salary
Commission
Christmas Bonus
TOTAL PAY

R2 500
R120
R500
R3 120

John is unsure if he should deduct employees’ tax from the remuneration paid to
his employees.
Advise with supporting calculations where necessary whether employees’ tax
4
should be deducted from M Mahlangu’s remuneration.
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QUESTION 2 – PART B

21 MARKS

Richard Sibeko (a South African resident) is a 45-year-old man who works for ‘Dazzling
Dress-up Ltd a company that sells dress-up clothes for children. He earns a salary and
other forms of remuneration, rentals from fixed property and interest from cash
investments. The year-end of ‘Dazzling Dress-up’ is 31 October.
Owing to his busy schedule at work, he submitted his estimate for his second provisional
tax payment on time but completely forgot to make the payment on time. In order to
avoid even more interest and penalties, he made a 3 rd provisional tax payment to SARS.
The following information relates to his 3 provisional tax payments:
Payment
1st Provisional Tax
Payment
R21 620
2nd Provisional Tax
Payment
Based on estimate
3rd Provisional Tax
Payment

Taxable Income

Date of payment
31 August 2015

Estimate
Basic
Actual
Basic
Actual

30 September 2016

R342 000
R350 000
Undetermined
R350 000
R395 000

30 September 2016

All outstanding amounts were settled on 30 September 2016.
‘Dazzling Dress-up’ withheld the following amounts of employees’ tax during the year:
Up until 31 August 2015

R9 620

Up until 29 February 2016

R21 440

REQUIRED
Calculate the 3rd provisional tax payment to be made by Richard
Sibeko, together with any penalties that may be applicable to the
2016 year of assessment. You do not have to calculate any interest
owing to or by SARS.

21

21
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QUESTION 2 – PART C

20 MARKS

Sarie Swanepoel is a rich 60-year-old woman who is terminally ill with cancer. She
decided to make the following donations during the 2016 year of assessment, as she
wanted to see the joy on people’s faces rather than leaving the properties to be
distributed in terms of her last will and testament when she dies:
a) Her best friend owed her R20 000 on 1 November 2015 and Sarie accepted
R2 000 as final and full payment on 1 November 2015.
b) R500 000 cash to her husband on 31 December 2015. The husband will be
65 years old on his next birthday.
c) Her Parktown property to her son (aged 25), subject to a usufruct on the property
in favour of her husband on 31 December 2015. The value of the property
amounted to R1 500 000 on 31 December 2015.
All donations are made from property excluded from the joint estate.

REQUIRED
Calculate the donations tax payable by Sarie on each donation
made during the 2016 year of assessment.

QUESTION 2 – PART D

20
20

5 MARKS

The value of property (as defined) is included for estate duty purposes. Provide the
value that will be included for estate duty of the following types of property as well as
the section reference from the Estate Duty Act No. 45 of 1955 (as amended):

1
A.
B.
2
A.
B.
3
A.

REQUIRED
Property sold through bona fide sale in the course of the liquidation of the
estate
Sales price asked R2million or
Price obtained after auction R1.8million
Unlisted shares
Market value on date of death R20 000 (correctly valued in terms of the
Estate Duty Act) or
Market value on date of sale by liquidator of the estate R22 000
Fiduciary interests in property
What is the annual value of the right of enjoyment of the property if the
market value on date of death was R4million?

5
2

2

1
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APPENDIX
Applicable in respect of years of assessment commencing on or after
1 March 2015 (i.e. 2016 year of assessment) – unless specifically sated
otherwise
REBATES (section 6)
Primary rebate R13 257;
Secondary rebate (65 years of age or older) R7 407; and
Tertiary rebate (75 years of age or older) R2 466.

MEDICAL REBATES (section 6A)
Benefits to the taxpayer: R270;
Benefits to the taxpayer and one dependant: R540;
Benefits to each additional dependant: R181

INTEREST EXEMPTION (section 10(1)(i)
Natural persons younger than 65 years : R23 800
Natural persons 65 years and older : R34 500

CAPITAL GAINS TAX
Annual exclusion : R30 000

RESIDENTIAL ACCOMMODATION
Value of B in formula changed from R70 700 to R73 650

SUBSISTENCE ALLOWANCE
Local travel:
 Allowance for incidental costs only – R109 for each day.
 Allowance for meals and incidental costs – R353 for each day.

TRAVELLING ALLOWANCE
Value of the vehicle
(including VAT)
R
0 – 80 000
80 001 – 160 000
160 001 – 240 000
240 001 – 320 000
320 001 – 400 000
400 001 – 480 000
480 001 – 560 000
Exceeding 560 000

Fixed cost

Fuel cost

R per annum
26 105
46 505
66 976
84 945
102 974
121 886
140 797
140 797

c per km
78.7
87.9
95.5
102.7
109.9
126.1
130.4
130.4

Maintenance
cost
c per km
29.3
36.7
40.4
44.1
51.8
60.8
75.6
75.6
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NATURAL PERSONS, ESTATES AND SPECIAL TRUSTS
Tax rates (year of assessment ending 29 February 2016)
Taxable income (R)

Rate of tax (R)

0 – 181 900
181 901 – 284 100
284 101 – 393 200
393 201 – 550 100
550 101– 701 300
701 301 and above

18% of each R1
32 742 + 26% of the amount above 181 900
59 314 + 31% of the amount above 284 100
93 135 + 36% of the amount above 393 200
149 619 + 39% of the amount above 550 100
208 587 + 41% of the amount above 701 300

SMALL BUSINESS CORPORATION
Taxable Income (R)

Rate of Tax (R)

0 – 73 650
73 651 – 365 000
365 001 – 550 000
550 001 and above

0% of taxable income
7% of taxable income above 73 650
20 395 + 21% of taxable income above 365 000
59 245 + 28% of taxable income above 550 000

RETIREMENT FUND LUMP SUM WITHDRAWAL BENEFITS
Taxable Income (R)

Rate of Tax (R)

0 – 25 000
25 001 - 660 000
660 001 - 990 000
990 001 and above

0% of taxable income
18% of taxable income above 25 000
114 300 + 27% of taxable income above 660 000
203 400 + 36% of taxable income above 990 000

RETIREMENT FUND LUMP SUM BENEFITS OR SEVERANCE BENEFITS
Taxable Income (R)

Rate of Tax (R)

0 – 500 000
500 001 - 700 000
700 001 – 1 050 000
1 050 001 and above

0% of taxable income
18% of taxable income above 500 000
36 000 + 27% of taxable income above 700 000
130 500 + 36% of taxable income above 1 050 00
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LIFE EXPECTANCY TABLES
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