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Exchange control
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BUDGET [GEieii

1 Rooftop Solar Panel Tax Incentive - Individuals
A rebate of 25% of the cost of new and unused solar panels (excluding
inverters and batteries), limited to R15 000 per individual, will be allowed
for panels brought into use for the first time in the period 1 March 2023
to 29 February 2024.

2 Expansion to Solar Tax Incentive - Companies
Between 1 March 2023 and 28 February 2025, businesses will be able
to claim a deduction of 125% in the year in which a renewable energy
project is brought into use. There is no limitation on generation capacity.

3 Taxation of Non-resident Beneficiaries of a South African Trust
Capital gains distributed to non-resident beneficiaries are currently taxed
in the trust. A similar rule is being considered for income distributions.

4 Delay in the Withdrawal of Practice Notes 31 and 37
The notes which allow the deduction of certain fees and interest paid
against interest received, were intended to be withdrawn as from
1 March 2023. This implementation date has been delayed.

5 Expansion of the Diesel Rebate
In light of the current electricity crisis, the diesel rebate will be extended
to food manufactures from 1 April 2023 until 31 March 2025.

6 Oil and Gas Company Royalty
The minimum royalty rate will be increased from 0,5% to 2%, with the
maximum remaining at 5%.

LRI reRevenT sysem

As from 1 March 2024, retirement funds will be subject to the new two-pot
system which aims to strike a balance between maximising retirement
savings and minimising early withdrawals.

The new system seeks to retain the principle of exempting contributions and
growth, whilst taxing withdrawals and benefits.

Contributions to the “retirement pot” cannot be accessed before retirement.
Contributions to the “saving pot” can be accessed with a single taxable
withdrawal in any 12 month period, subject to tax at marginal rates.

The maximum of one-third of the total contribution can go to the savings pot
and the balance to the retirement pot.

Contributions prior to 1 March 2024 will remain in the “vested pot” and
withdrawals will be subject to tax according to the relevant lump sum table.

This booklet is published by PKF Publishers (Pty) Ltd for and on behalf of

PKF

chartered accountants
& business advisers

¢ All information contained herein is believed to be correct at the time of publication,
22 February 2023. The contents should not be used as a basis for action without
further professional advice.

¢ While utmost care has been taken in the compilation of this publication no responsibility
will be accepted for any inaccuracies, errors or omissions.

¢ The information incorporates commentary from the budget speech but the legislation
finally enacted may differ.

e Changes in rates of tax announced in the budget speech for the 2024 tax year become
effective only once the legislation is enacted by Parliament.

e Copyright subsists in this work. No part of this work may be reproduced in any form or
by any means without the publisher’s written permission.
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LOANS TO TRUSTS [Lelltiiel

As from 1 March 2017, interest-free or low interest loans to a trust by a
connected natural person or by a company connected to that natural person
give rise to a deemed donation. The donation is the difference between the
interest rate charged and the official interest rate applied to the loan amount.

This deemed donation applies to new and existing loans, excluding:
e Loans to certain vesting and certain share incentive trusts
Loans to special trusts solely for the benefit of a person with a disability
Loans to approved public benefit organisations
Loans funding a primary residence of that person or that person’s spouse
Loans to small business funding entities
Loans where transfer pricing rules apply
Loans provided in terms of a Sharia compliant financing arrangement
Loans subject to Dividends Tax
Unpaid beneficiary distributions, subject to certain provisions which
may include a requirement that:
- the trust deed stipulates (or the trustees have the sole discretion to
determine) the time and extent of payment of such vested amount
- the beneficiary has not entered into an agreement with the trustee
to retain such amount in the trust.

The interest foregone is treated as an ongoing annual donation by that
person as at the end of the tax year. Donations Tax will be payable at the end
of March of each year. The annual Donations Tax exemption of R100 000
may be claimed if not already utilised.

As from 19 July 2017, loans provided by natural persons to companies

held by trusts or loans ceded to connected natural persons such as trust
beneficiaries are included.

As from 1 January 2021, certain preference shares issued to a connected
natural person are treated as deemed loans.

Example: An interest free loan of R2,5 million provided to a trust on 1 March
2022 and the loan remained constant during the year, the calculation is:
R

Loan 2500 000,00
Interest 1 March 2022 to 31 March 2022 (31/365 days) at 5,00% 10 616,44
Interest 1 April 2022 to 31 May 2022 (61/365 days) at 5,25% 21934,93
Interest 1 June 2022 to 31 July 2022 (61/365 days) at 5,75% 24 023,97

Interest 1 August 2022 to 30 September 2022 (61/365 days) at 6,50% 27 157,53
Interest 1 October 2022 to 30 November 2022 (61/365 days) at 7,25% 30 291,10
Interest 1 December 2022 to 31 January 2023 (62/365 days) at 8,00% 33 972,60
Interest 1 February 2023 to 28 February 2023 (28/365 days) at 8,25% 15 821,92

Deemed donation 163 818,49
Less annual exemption 100 000,00
Net deemed donation at 28 February 2023 63 818,49
Donations Tax at 20% (due 31 March 2023) 12763,70

FOREIGN EMPLOYMENT |[\Sel/50

As from 1 March 2020, foreign employment income not exceeding R1,25 million
is exempt, provided the person spends more than 183 days (2020 and 2021
tax years: 117 days), of which at least 60 days is continuous, outside South
Africa in any 12 month period commencing or ending during that tax year.

Prior to 1 March 2020, foreign employment income was fully exempt provided

the same days requirement was met.
s PKF



TAX RATES [CRZNE R

Income Tax

For years of assessment ending during the following periods:

1 April 1994 - 31 March 1999 35%
1 April 1999 - 31 March 2005 30%
1 April 2005 - 31 March 2008 29%
1 April 2008 - 28 February 2023 28%
1 March 2023 - 31 March 2024 27%
SA Income - Foreign Company/Branch Tax

For years of assessment ending during the following periods:

1 April 1999 - 31 March 2005 35%
1 April 2005 - 31 March 2008 34%
1 April 2008 - 31 March 2012 33%
1 April 2012 - 28 February 2023 28%
1 March 2023 - 31 March 2024 27%
Secondary Tax on Companies

Dividend declared between 22 June 1994 and 13 March 1996 25%
Dividend declared between 14 March 1996 and 30 September 2007 12,5%
Dividend declared between 1 October 2007 and 31 March 2012 10%
Dividends Tax

Dividend paid or becomes due and payable from 1 April 2012 15%
Dividend paid or becomes due and payable from 22 February 2017 20%

EFFECTIVE

1 Mar 2016 22 Feb 2017 1 Mar 2017 1 Mar 2023

to to to to
21 Feb 2017 28 Feb 2017 28 Feb 2023 29 Feb 2024
R R R R
Taxable income 100,00 100,00 100,00 100,00
Less: Normal tax 28,00 28,00 28,00 27,00
Available for distribution 72,00 72,00 72,00 73,00
Less: Dividend 72,00 72,00 72,00 73,00
Retained 0 0 0 0
Total tax 38,80 42,40 42,40 41,60
Normal tax 28,00 28,00 28,00 27,00
Dividends Tax 10,80 14,40 14,40 14,60
Effective rate 38,80% 42,40% 42,40% 41,60%

Assumes all profits are declared as a dividend subject to Dividends Tax.
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VTGN INDIVIDUALS 2028

Taxable income Rates of tax

R 0-R 226000 18% of each R1

R 226001 -R 353100 R 40680 + 26% of the amount over R 226 000
R 353101-R 488700 R 73726 + 31% of the amount over R 353 100
R 488701 -R 641400 R115762 + 36% of the amount over R 488 700
R 641401 -R 817600 R170 734 + 39% of the amount over R 641 400
R 817601 -R1731600 R239 452 + 41% of the amount over R 817 600
R1 731 601 + R614 192 + 45% of the amount over R1 731 600
TAX RATES [[IVEAEERIZ A

Taxable income Rates of tax

R 0-R 237100 18% of each R1

R 237 101-R 370500 R 42678 + 26% of the amount over R 237 100
R 370501-R 512800 R 77 362 + 31% of the amount over R 370 500
R 512801 -R 673000 R121475 + 36% of the amount over R 512 800
R 673001 -R 857900 R179 147 + 39% of the amount over R 673 000
R 857901 -R1817000 R251 258 + 41% of the amount over R 857 900
R1817 001 + R644 489 + 45% of the amount over R1 817 000

TAX QGRS

Taxable income

2023 2024

Persons under 65 R 91250 R 95750
Persons 65 and under 75 R141 250 R148 217
Persons 75 and over R157 900 R165 689
TAX GERE
Amounts deductible from the tax payable 2023 2024
Persons under 65 R16 425 R17 235
Persons 65 and under 75 R25 425 R26 679
Persons 75 and over R28 422 R29 824
MEDICAL AID (SR IER
Monthly amounts deductible from tax payable 2023 2024
Main member R347 R364
Main member with one dependant R694 R728
Main member with two dependants R928 R974

Each additional dependant qualifies for a credit of R246 (2023 : R234)

per month.
; PKF



TAX RATES LLTUER

Rate of tax 2015 2016-2017 2018-2024
All taxable income 40% 41% 45%

Special trusts are taxed at the rates applicable to individuals, but are not
entitled to any rebate. The 40% inclusion rate for a taxable capital gain
applies to both types of special trusts.

A special trust is one created:

e solely for the benefit of a person affected by a mental iliness or serious
physical disability which prevents that person from earning sufficient
income to maintain himself. Where the person for whose benefit the trust
was established dies prior to or on the last day of the year of assessment
the trust will no longer be regarded as a special trust

* as atestamentary trust established solely for the benefit of minor children
who are alive and related to the deceased on the date of death. Where
the youngest beneficiary turns 18 years of age (2013 : 21) prior to or
on the last day of the year of assessment, the trust will no longer be
regarded as a special trust.

TURNOVER TAX [U[CeEIEE-c

Years of assessment ending between 1 March 2014 and 28 February 2015

Turnover Rates of tax
R 0-R 150000 Nil
R150 001 - R 300 000 1% of the amount over R 150 000

R300 001 - R 500 000 R 1500 + 2% of the amount over R 300 000
R500 001 - R 750 000 R 5500 + 4% of the amount over R 500 000
R750 001 - R1 000 000 R 15 500 + 6% of the amount over R 750 000

Years of assessment ending between 1 March 2015 and 29 February 2024

Turnover Rates of tax
R 0-R 335000 Nil
R335 001 - R 500 000 1% of the amount over R 335 000

R500 001 - R 750 000 R 1650 + 2% of the amount over R 500 000
R750 001 - R1 000 000 R 6650 + 3% of the amount over R 750 000

The simplified turnover-based tax system applies to qualifying sole
proprietors, partnerships and incorporated businesses with a turnover of less
than R1 million per year.

The system is elective. For years of assessment commencing on or after

1 March 2012, a micro-business can voluntarily exit the system at the end of
any year of assessment. However, once out of the system the taxpayer will
not be permitted to re-enter.

Prior to this, a three year lock-in period existed for exit and re-entry into the
system. Personal services rendered under employment-like conditions and
certain professional services are excluded from the system.

For years of assessment commencing on or after 1 March 2018, transitional
measures were introduced to eliminate penalties when turnover exceeds

R1 million and the micro-business is obliged to exit the system.
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SMALL BUSINESS [SClel Uil

Years of assessment ending between 1 April 2022 and 28 February 2023

Taxable income Rates of tax
R 0-R 91250 Nil

R 91 251 - R365 000 7% of the amount over R 91 250
R365 001 - R550 000 R19 163 + 21% of the amount over R365 000
R550 001 + R58 013 + 28% of the amount over R550 000

Years of assessment ending between 1 March 2023 and 29 February 2024

Taxable income Rates of tax
R 0-R 95750 Nil

R 95 751 - R365 000 7% of the amount over R 95 750
R365 001 - R550 000 R18 848 + 21% of the amount over R365 000
R550 001 + R57 698 + 27% of the amount over R550 000

Quallfylng requirements:
All shareholders or members throughout the year of assessment
are natural persons who do not hold an interest in any other private
company, close corporation or co-operative other than those which:
- are inactive and have assets with a market value less than R5 000; or
- have taken steps to liquidate, wind-up or deregister (effective for years
of assessment commencing on or after 1 January 2011)
e Gross income for the year of assessment does not exceed R20 million
(2013 : R14 million).
e Not more than 20% of the gross income and all capital gains consists
collectively of investment income and income from the rendering of
a personal service.
Investment income includes any annuity, interest, rental income from
immovable property, royalty or any income of a similar nature, local
dividends, foreign dividends (as from 1 April 2012) and any proceeds
derived from investment or trading in financial instruments (including
futures, options and other derivatives), marketable securities or
immovable property.
Personal service includes any service in the field of accounting, actuarial
science, architecture, auctioneering, auditing, broadcasting, consulting,
draughtsmanship, education, engineering, financial service broking,
health, information technology, journalism, law, management, real estate
broking, research, sport, surveying, translation, valuation or veterinary
science, performed personally by any person who holds an interest in
the company, close corporation or co-operative, except where such
small business corporation employs three or more unconnected full-time
employees for core operations throughout the year of assessment.
e The company, close corporation or co-operative is not a personal service
provider or venture capital company.
Where the business operates in a special economic zone the tax rate is the
lower of 15% or the rate determined in accordance with the tables.
Investment incentive
The full cost of any asset used directly in a process of manufacture and
brought into use for the first time on or after 1 April 2001, may be deducted
in the tax year in which the asset is brought into use. As from 1 April 2005,
all other depreciable assets may be written off on a 50/30/20 basis.
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DIVIDENDS LVS

Dividends Tax is applicable to all South African resident companies as well
as non-resident companies listed on the JSE. Dividends Tax is borne by the
shareholder at a rate of 20% (prior to 22 February 2017 : 15%), subject to
any reduction in terms of a double taxation agreement. Tax on dividends in
specie remains the liability of the company declaring the dividend.

Exemptions from Dividends Tax

South African resident companies, the Government, public benefit
organisations, certain exempt bodies, closure rehabilitation trusts, retirement
funds, shareholders in a registered micro-business (provided the dividend
does not exceed R200 000 in the year of assessment), are exempt from
Dividends Tax. The exemption also applies to dividends in specie.

As from 1 April 2012, any dividend that was subject to STC is also exempt.
A non-resident receiving a dividend from a non-resident company, which is
listed on the JSE, is exempt from Dividends Tax.

Withholding Tax Obligations

The company declaring the dividend, other than dividends in specie, is
required to withhold the Dividends Tax on payment. Liability for withholding
tax shifts if the dividend is paid to a regulated intermediary which includes
central securities depository participants, brokers, collective investment
schemes, approved transfer secretaries and linked investment service
providers.

Dividends Tax can be eliminated or reduced upon the timely receipt of a
written declaration that the shareholder is either entitled to an exemption or
to double taxation agreement relief and an undertaking that the shareholder
will inform the company should there be a change in circumstances.

As from 1 July 2020, the written declaration and undertaking must be
renewed every five years from the date of the original declaration.

In the case of dividends in specie there is no withholding obligation, as the
tax is the liability of the company declaring the dividend.

Dividend Definition

The definition includes all distributions to a shareholder, other than:

e areduction of contributed tax capital (CTC)

e anissue of capitalisation shares

e ageneral share buy-back by a JSE listed company

e anissue of shares as consideration for a share buy-back

e certain transfer pricing adjustments

A distribution of CTC must be recorded in writing by the directors prior to
making the distribution.

Low Interest or Interest-Free Loans

There is a deemed dividend implication where a low interest or interest-free
loan or advance is made by a company to a resident natural person or trust
connected to the company or to a person (other than a company) who is
connected to such natural person or trust. The deemed dividend is the
difference between the interest rate charged and the official interest rate
applied to the loan amount and is treated as a cash dividend.

Share Buy-back

Where an unlisted company buys back a portion of its own shares, the
portion distributed from CTC will be subject to Capital Gains Tax and the
portion distributed from reserves will be subject to Dividends Tax.

The CTC distributed must be in proportion to that shareholder’s percentage
held in that specific class of shares.



PROVISIONAL [/NS

First Year of Assessment
Where a taxpayer has not been assessed previously, a reasonable estimate of
the taxable income, and not merely a default of nil, must be made.
First Payment
The estimate of taxable income may not be less than the basic amount, unless
circumstances justify a lower estimate.
Second Payment
A two-tier system applies depending on the taxpayer’s taxable income:
¢ Actual taxable income of R1 million or less
To avoid any penalty the basic amount must be used. If a lower estimate is
used, this must be within 90% of the taxable income finally assessed.
¢ Actual taxable income exceeds R1 million
To avoid any penalty the estimate must be within 80% of the taxable
income, excluding retirement fund lump sums, finally assessed.
If the above requirements are not met, a penalty of 20% is levied on the
difference between the estimated tax and 90% of the actual tax (if the
taxable income is R1 million or less), or 80% of the actual tax (if the taxable
income exceeds R1 million), less PAYE and provisional tax paid in the year of
assessment. The penalty may be waived or reduced if the taxpayer can prove
that due care has been taken in seriously calculating the estimate.
¢ Non-submission of a return
Where the return is not submitted within four months of the due date, the
estimate of taxable income is deemed to be nil.
Third Payment
Third provisional payments are only applicable to individuals and trusts with
taxable income in excess of R50 000 and companies and close corporations
with taxable income in excess of R20 000.
Year of Death
As from 15 January 2020, no estimate is required for the period from the last
provisional return up to date of death.
Basic Amount
As from 1 March 2015, the basic amount is the taxable income of the latest
preceding tax year, provided the assessment is issued at least 14 days prior to
the submission of the provisional tax return. If that assessment is for a tax year
older than 18 months, the basic amount is increased by 8% per year.
Permissible Reductions in the Basic Amount
Capital gains, retirement fund lump sums and certain severance benefits
reduce the basic amount.
Estimates
Where an estimate lower than the basic amount is used, capital gains must
be included in that estimate and the taxpayer’s circumstances must justify a
lower estimate. Capital gains must be included in the second estimate if the
final taxable income is expected to exceed R1 million. SARS has the right to
increase any estimate, to an amount considered reasonable.
Exemptions
Natural persons, excluding sole proprietors, are exempt from provisional tax
if either:
* the taxable income does not exceed the tax threshold; or
¢ the taxable income from dividends (e.g. REIT distributions), interest, foreign
dividends, rental from letting immovable property and remuneration from an
employer not registered for PAYE, does not exceed R30 000.
Body corporates, deceased estates, PBO’s, recreational clubs, shareblocks
and small business funding entities are exempt from provisional tax.
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MEDICAL EXPENSE (il iE

Medical Aid Contributions
Medical aid contributions may be claimed as a medical scheme fees tax credit
against tax payable as follows:

- RB364 (2023 : R347) per month each for the taxpayer and the first dependant

- R246 (2023 : R234) per month for each additional dependant

Where more than one person pays the medical aid contribution, the medical
scheme fees tax credit is apportioned.

Younger than 65 years

Excess contributions and other qualifying medical expenses may be claimed as an
additional medical expense tax credit calculated as follows:

- The amount by which the formula {{medical aid contributions - (medical scheme
fees tax crediit x 4)] + other qualifying medical expenses} exceeds 7,5% of
taxable income, divided by a factor of 4.

65 years and older, or younger than 65 years if the taxpayer or an
immediate family member has a disability

Excess contributions and other qualifying medical expenses may be claimed as an
additional medical expense tax credit calculated as follows:

- {[Mediical aid contributions - (medical scheme fees tax credit x 3)] + other qualifying
medical expenses}, divided by a factor of 3.

Other qualifying medical expenses include:

e payments to medical practitioners, nursing homes and hospitals
e payments to pharmacists for prescribed medicines

e payments related to a disability or physical impairment including:

- costs of special care (including training of parents or caregivers)

- insurance, maintenance and supply of aids and special devices

- prosthetics (including prosthetic breasts, limbs or eyes)

- special devices (including computers suitably adapted, kidney machines,
mobile ramps, wheelchairs, crutches, orthopaedic shoes, pacemakers,
prescription spectacles and contact lenses)

- alterations to assets (including doorways, elevators and outdoor ramps)

- special education for learners with disabilities (including fees for a school
assistant, classroom costs and school fees). School fees are limited to the
amount in excess of the fees of the closest public fee-paying school

- certain services costs (including deaf-blind intervening services, lip-reading
services, rehabilitative therapy and sign language) and service animals

- certain reasonable travel expenses (including accommodation)

- continence products (including catheters, diapers and disposable briefs).
Disability means a moderate to severe limitation of a person’s ability to function or
perform daily activities as a result of physical, sensory, communication, intellectual
or mental impairment, if the limitation lasts more than a year and is diagnosed by a
duly registered medical practitioner in accordance with prescribed criteria.
According to the SARS guide on the medical tax credits (issue 14):

e diabetes and asthma are regarded as medical conditions and not disabilities

* bad eyesight, hearing problems, paralysis of a portion of the body and brain
dysfunctions (including dyslexia, hyperactivity or lack of concentration) are
regarded as physical impairments and not disabilities.

GAP cover and medical insurance premiums do not qualify as medical aid

contributions or as other qualifying medical expenses.

Recovery of expenses (including amounts received from a medical aid savings

account, GAP cover or medical insurance) reduces the claim.

Expenditure paid by a taxpayer on behalf of a spouse, child or parent must be

claimed by the taxpayer who paid the expense.

10



EXEMPTIONS LIS IR

e Dividends received or accrued from South African companies or JSE dual
listed non-resident companies are generally not subject to income tax.
Dividends/distributions received by or accrued from a real estate
investment trust (REIT) are subject to income tax.

e As from 1 March 2014, dividends received for services rendered or by
virtue of employment, including share incentive trust distributions, are not
exempt subject to certain exclusions.

e For years of assessment commencing on or after 1 March 2017, foreign
dividends are partially exempt in terms of a formula whereby the
maximum effective rate is 20% (previously 15%).

¢ Interest received by or accrued to a non-resident is exempt from income
tax unless the individual was physically present in South Africa for a
period exceeding 183 days in aggregate or carried on business through a
permanent establishment in South Africa at any time during the 12 month
period prior to the date of receipt or accrual. As from 1 March 2015, where
this exemption is applicable, a final withholding tax of 15% is imposed on
interest paid to a non-resident, subject to an exemption or reduction in
the rate in terms of a double taxation agreement.

e South African sourced interest received by natural persons:

Persons under 65 years R23 800 (2013 : R22 800)
Persons 65 years and older R34 500 (2013 : R33 000)

* Unemployment insurance benefits.

e As from 1 March 2012, Road Accident Fund payouts.

e As from 1 March 2015, all returns from tax free savings investments.

Termination Lump Sum from Employer

As from 1 March 2011, employer provided severance payments for reasons

of age, ill health and retrenchment are aligned with the taxation of retirement

lump sum benefits, including the R550 000 (2023 : R500 000) tax free limit.

In the case of retrenchment this concession does not apply where that

person at any time held an interest of more than 5% in that entity.

Compensation

As from 1 March 2007, compensation awards paid by an employer on the

death of an employee in the course of employment are exempt, limited to

R300 000. As from 1 March 2011, previous retrenchment exemptions are no

longer set-off against this amount.

DEDUCTIONS [LIRe i

Employees or holders of office are limited to the following deductions from
their remuneration:

¢ Bad debts and doubtful debts allowance

* Wear and tear allowance

e Business travel expenses limited to the travel allowance or fringe benefit
for the use of a company motor vehicle

Pension or retirement annuity fund contributions, subject to a limitation
As from 1 March 2016, provident fund contributions, subject to a limitation
Donations to qualifying public benefit organisations, subject to a limitation
Home office expenses, subject to stringent requirements

Legal expenses, subject to certain requirements

Prior to 1 March 2015, premiums paid for an income protection policy

As from 1 March 2008, refunded awards for services rendered and
refunded restraint of trade awards.

" PKF



Labour brokers and personal service providers are regarded as deemed
employees.

For years of assessment commencing on or after 1 March 2009:

e A labour broker is a natural person who, for reward, provides a
client with other persons to render a service to the client or
procures other persons for the client and remunerates such
persons

e A personal service provider is a company, close corporation or
trust where any service rendered on behalf of the entity to its client
is rendered personally by any person who is a connected person in
relation to such entity, and one of the following provisions apply:

- the person would have been regarded as an employee of the
client if the service was not rendered through an entity

- the person or entity rendering the service must perform such
service mainly at the premises of the client and such person or
entity is subject to the control or supervision of such client as to
the manner in which the duties are performed

- more than 80% of the income derived from services rendered is
received from one client or associated person in relation to the
client

* The entity will not be regarded as a personal service provider
where such entity employs three or more unconnected full-time
employees for core operations throughout the year of assessment.

Implications

e A labour broker, not in possession of an exemption certificate, is
subject to PAYE on income received at the rates applicable to
individual taxpayers. Deductible expenditure is limited to
remuneration paid to employees

e A personal service provider is subject to PAYE at the rate of
27% (prior to 1 April 2022: 28%) in the case of a company and 45%
(2017 : 41%) in the case of a trust

e No PAYE is required to be deducted in certain instances,where
the entity provides an affidavit confirming that the entity does not
receive more than 80% of its income from one source

* The deemed employee may apply to SARS for a tax directive for a
lower rate of tax to be applied

e Deductions available to personal service providers are limited to
remuneration to employees, contributions to pension, provident and
benefit funds, legal expenses, bad debts, expenses in respect of
premises, finance charges, insurance, repairs, fuel and maintenance
in respect of assets used wholly and exclusively for trade and any
amount previously included in taxable income and subsequently
refunded by the recipient.



ax rrce [(E S

As from 1 March 2015, natural persons can invest in approved investments
which include unit trusts, fixed deposits or REIT’s. These investments are
subject to a lifetime investment limit of R500 000, and an annual investment
limit of R36 000 (2020 : R33 000).

All proceeds, including interest, dividends and capital gains on the disposal
of these investments, are fully exempt from tax.

Where the annual or lifetime limits are exceeded, a penalty of 40% of the
excess capital contributed is imposed.

EILNTETT=Y) i CONMONITY OF PROPERTY ]

Taxpayers married in community of property are taxed on half of their own
interest, dividends, rental income and capital gain and half of the interest,
dividends, rental income and capital gain of their spouse, regardless of the
spouse in whose name the assets are registered (other than assets excluded
from the joint estate).

All other taxable income is taxed only in the hands of the spouse who
received it or to whom it accrues.

ARBITRATION |IVGEEI

Arbitration awards are generally awarded due to unfair dismissal, termination
of the employment contract prior to the expiry date or unfair labour practices.
Amounts paid due to unfair dismissal and early termination of the contract
constitute remuneration and are taxable.

RESTRAINT [SaiZa

Gross Income

Any amount received by or accrued to any natural person, labour broker or
personal service provider for a restraint of trade imposed on such person,

is included in gross income in the year of receipt or accrual.

Deduction

Where an expense was incurred in respect of a restraint of trade imposed on
any person, the deduction, in a year of assessment, is limited to the lesser of:
¢ the expense apportioned over the period for which the restraint applies

* one-third of the amount incurred per year.

Where the expense did not constitute income in the hands of the recipient,
no deduction is allowed.

DIRECTORS [

Prior to 1 March 2017, directors of private companies and members of close
corporations were deemed to have received a monthly remuneration, subject
to PAYE, calculated in accordance with a formula, which did not apply where
at least 75% of their remuneration was in the form of fixed monthly payments.
As from 1 March 2017, this formula is no longer applicable and PAYE is
calculated on a payment basis.

As from 1 June 2017, resident non-executive directors are regarded as
independent contractors, resulting in no PAYE being withheld from directors
fees, unless voluntarily agreed to. Where the fees exceed R1 million in a

12 month period, the non-executive director is required to register for VAT and
issue a tax invoice to the company for the directors fees.

2 PKF



Right of Use of Motor Vehicle

As from 1 March 2015, for vehicles acquired or financed, the determined value
for the fringe benefit is the retail market value (previously cost) including VAT but
excluding finance charges and interest. The employee will be taxed on 3,5%
(2011 : 2,5%) per month of the determined value of the motor vehicle less any
consideration paid by the employee towards the cost of the vehicle.

The fringe benefit is reduced to 3,25% if the vehicle is subject to a maintenance
plan for not less than three years and/or 60 000 kilometres.

As from 1 March 2013, for vehicles acquired under an operating lease, the value
of the fringe benefit is based on the rental and fuel cost to the employer.

Where an employee is given the use of more than one vehicle and can prove
that each vehicle is used primarily for business purposes, the value placed on
the private use of all the vehicles is determined according to the value
attributed to the vehicle carrying the highest value of private use.

For PAYE purposes the employer is required to include in the employee’s
monthly remuneration 80% of the taxable benefit. The inclusion rate may be
reduced to 20% if the employer is satisfied that at least 80% of the use of the
vehicle for a year of assessment will be for business purposes.

On assessment SARS is obliged, provided it is satisfied that accurate records
have been maintained in respect of distances travelled for:
business purposes, to reduce the value of the fringe benefit by the same
proportion that the business distance bears to the total distance travelled
during the year of assessment
e private purposes and the employee has borne the full cost of the specified
vehicle running expenses, to reduce the value of the fringe benefit:
- by the same proportion that the private distance bears to the total
distance travelled during the year of assessment, in the case of
licence, insurance and maintenance costs
- by applying the prescribed rate per kilometre to the kilometres travelled
for private purposes in the case of the fuel cost pertaining to private use.
No value is placed on the private use of an employer-owned vehicle if:
it is available to and used by all employees, private use is infrequent and
incidental to the business use, and the vehicle is not normally kept at or
near that employee’s residence when not in use outside business hours
e the nature of the employee’s duties requires regular use of the vehicle for
the performance of duties outside normal hours of work and private use
is infrequent or incidental to business use or limited to travel between
place of residence and place of work.
The provision of an employer-owned vehicle constitutes a deemed supply for
VAT purposes. The employer must account for output VAT on the deemed
consideration by applying the VAT fraction on a monthly basis.
The deemed consideration is determined as follows:
Motor vehicle/Double-cab 0,3% of cost of vehicle (excl. VAT) per month
Bakkies 0,6% of cost of vehicle (excl. VAT) per month

Use of Business Cellphones and Computers

As from 1 March 2008, no taxable value is placed on the private use by
employees of employer-owned cellphones and computers which are used
mainly for business purposes.

Low Interest or Interest-Free Loans

e The fringe benefit is the difference between the interest rate charged by
the employer and the official interest rate applied to the loan amount

e The fringe benefit has no value where the loan is less than R3 000 or where
a loan is made to an employee to further his own studies.
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Long Service and Bravery Awards

Long service is an initial unbroken period of at least 15 years or any subsequent
unbroken period of at least 10 years.

R5 000 of the value of any award, including cash, is not subject to tax. Prior to

1 March 2022 cash awards were excluded.

Medical Aid Contributions

As from 1 March 2010, the full contribution by an employer is a fringe benefit.

If the employer makes a lump sum payment for all employees, the fringe

benefit is determined in accordance with a formula, which will have the effect of
apportionment amongst all employees concerned.

No value is placed on the contributions made for an employee who retired due
to superannuation or ill health, or for dependants of a deceased employee.

Holiday Accommodation
The employee is taxed on the prevailing market rental where the property is

owned by the employer or rented from an associated entity, or the actual rental

where the employer rents the accommodation from a third party.

Residential Accommodation

The value of the fringe benefit to be taxed is the rental value less any

consideration paid by the employee. As from 1 March 2015, where the

accommodation is not owned by the employer but by an unconnected person,

the rental value is the lower of the formula value or the arm’s length rental.

As from 1 March 2008, no value is placed on the benefit where:
the supply of any accommodation is to an employee away from his usual
place of residence in South Africa for the performance of his duties

e the supply of any accommodation in South Africa to an employee away
from his usual place of residence outside South Africa is for a two year
period, subject to a limit of R25 000 per month. This concession does not
apply if the employee was present in South Africa for more than 90 days in
the tax year prior to the date of arrival for the purpose of his duties.

Employer-Owned Insurance Policies

As from 1 March 2012, any premium paid by an employer under an employer-

owned insurance policy (group life or disability plan), directly or indirectly, for

the benefit of the employee, spouse, child, dependant or nominee is taxed in

the hands of the employee as a fringe benéefit. If the employer makes a lump

sum payment for all employees, the fringe benefit is determined in accordance

with a formula, which will have the effect of apportionment amongst all

employees concerned.

Uniform Allowance

An employer may provide a uniform to an employee or an allowance in order

to purchase such uniform. No value is placed on the fringe benefit, provided

that the employee is required to wear the uniform while on duty and it is

clearly distinguishable from ordinary clothing.

Free or Subsidised Meals and Refreshments

Free or subsidised meals provided by the employer give rise to a fringe benefit,

valued at the cost to the employer less any consideration paid by the employee.

No value is placed on the benefit if it is provided at a place mainly or wholly

used by the employees or at the employer’s premises, or it is provided during

business hours (normal or extended) or on a special occasion.

Low-Cost Housing Transferred to Employee

No value is placed on interest-free or low interest loans granted solely to

acquire fixed property or if fixed property is transferred to an employee where

all of the following are applicable:

e the market value of the property does not exceed R450 000

e the employee’s annual remuneration does not exceed R250 000

e the employee is not a connected person in relation to the employer.
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SUBSISTENCE [NV

If an employee is obliged to spend at least one night away from his usual place
of residence in South Africa on business, the employer may pay an allowance
for personal subsistence and incidental costs without such amounts being
included in the employee’s taxable income, subject to the employee travelling
for business by not later than the end of the following month. If such allowance
is paid to an employee and that employee does not travel for business
purposes by the end of the following month, the allowance becomes subject
to PAYE in that month.

The following amounts are deemed to have been incurred by an employee in
respect of a subsistence allowance:

Local Travel

* R161 (2023 : R152) per day or part of a day for incidental costs

e R522 (2023 : R493) per day or part of a day for meals and incidental costs.
Where an allowance is paid to an employee to cover accommodation, meals
and incidental costs, the employee is required to prove the expense incurred
while away on business, which is limited to the allowance received.

Overseas Travel

Actual accommodation expenses plus an allowance per country as set out on
www.sars.gov.za (2009 : $215) per day for meals and incidental costs incurred
outside South Africa. Where the absence is for a continuous period in excess
of six weeks, the deemed expenditure does not apply.

Reimbursive Subsistence Expenses

As from 1 March 2021, where an employee is obliged to be away from the
office on a day trip, any reimbursements paid by an employer in respect of
meals and incidental costs are not included in the employee’s taxable income
provided the employer’s policy allows for such reimbursements and the
reimbursed amount does not exceed R161 (2023 : R152).

TRAVEL PIGIIGE S

Fixed Travel Allowances

As from 1 March 2010, 80% of the fixed travel allowance is subject to PAYE.
As from 1 March 2011, where the employer is satisfied that at least 80% of the
use of the vehicle in the year of assessment will be for business purposes, the
inclusion rate may be reduced to 20%. The full allowance is disclosed on the
employee’s IRPS5 certificate, irrespective of the percentage of business travel.

Reimbursive Travel Expenses

No PAYE is deductible where an employee receives a reimbursement based on
the actual business kilometres travelled, no other travel allowance is paid to the
employee and the cost is calculated in accordance with the prescribed rate.
The amount is not subject to tax on assessment.

Where the reimbursive rate paid by the employer does not exceed the
prescribed rate but another travel allowance is paid, the allowances are
combined and treated as a fixed travel allowance.

Where the reimbursive rate paid by the employer exceeds the prescribed rate
of 464 cents (2023 : 418 cents) per kilometre, irrespective of the business
kilometres travelled, there is an inclusion in remuneration for PAYE purposes.
The excess amount is subject to PAYE unlike the fixed travel allowance where
only 80% of the amount is subject to PAYE.

Example: 17 891 kilometres are reimbursed for business travel at 500 cents.
The prescribed rate is 464 cents. The amount included in remuneration is
calculated as 17 891 x (500 cents less 464 cents) = R6 440,76.
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DEDUCTIONS [VERCGEEm

The deduction in respect of business travel is limited to the allowance
granted and may be determined using actual expenditure incurred or on a
deemed cost per kilometre basis in accordance with the table below.
Accurate records of the opening and closing odometer readings must be
maintained in all circumstances.

As from 1 March 2010, the claim must be based on the actual distance
travelled for business purposes, supported by a log book.

The cost of the vehicle includes VAT but excludes finance costs. Where
actual expenditure is used the value of the vehicle is limited to R800 000
(2023 : R665 000) for purposes of calculating wear and tear, which must be
spread over a seven year period.

The finance costs are also limited to a debt of R800 000 (2023 : R665 000).
In the case of a leased vehicle, the instalments in any year of assessment
may not exceed the fixed cost component in the table.

DEEMED EXPENDITURE - 2023

Cost of vehicle Fixed Fuel |Repairs
R c c
Does not exceed R95 000 29 836 131,7 40,9
Exceeds R 95 000 but not R190 000 52 889 147,0 51,1
Exceeds R190 000 but not R285 000 76 033 159,7 56,3
Exceeds R285 000 but not R380 000 96 197 171,8 61,5
Exceeds R380 000 but not R475 000 116 438 183,8 72,3
Exceeds R475 000 but not R570 000 137 735 210,8 84,9
Exceeds R570 000 but not R665 000 159 031 218,0 105,5
Exceeds R665 000 159 031 218,0 105,5

DEEMED EXPENDITURE - 2024

Cost of vehicle Fixed Fuel |Repairs
R c c
Does not exceed R100 000 33 760 141,5 43,8
Exceeds R100 000 but not R200 000 60 329 158,0 54,8
Exceeds R200 000 but not R300 000 86 958 171,7 60,4
Exceeds R300 000 but not R400 000 110 554 184,6 65,9
Exceeds R400 000 but not R500 000 134 150 197,6 77,5
Exceeds R500 000 but not R600 000 158 856 226,6 91,0
Exceeds R600 000 but not R700 000 183 611 230,5 102,1
Exceeds R700 000 but not R800 000 209 685 234,3 1131
Exceeds R800 000 209 685 234,3 113,1

VARIABLE [LEVEIE UG

Variable remuneration, such as commission, bonuses, overtime, leave
pay, night shift or standby allowances and reimbursive travel, is taxed on
a payment basis. As from 1 March 2023, this includes performance-based
remuneration. The rule applies to the deduction of PAYE, the employee’s
gross income inclusion and the employer’s income tax deduction.
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RELOCATION OF [NV

Where the employer incurs expenses for the relocation of an employee or where

the employee is reimbursed, the following expenses are exempt from tax:
transportation of the employee his family and personal possessions

o hlrlng temporary residential accommodation for the employee and his
family for up to 183 days after transfer

e other related costs, including new school uniforms, replacement of
curtains, bond re?lstratlon and cancellation fees, legal fees, transfer
duty, motor vehicle registration fees and estate agents commission on the
sale of the previous residence.

The loss on sale of the previous residence and architect’s fees for the design

of, or alterations to, a new residence are excluded.

As from 22 November 2017, the actual cost must be reflected on the IRP5

under code 3714. Previously one month’s basic salary could be deemed as

the relocation allowance.

RESEARCH _

An additional deduction of 50% is available for expenditure incurred i in respect

of qualifying research and development and as from 1 January 2014
Research and development excludes, amongst others:

internal business processes that are used by connected parties
- routine testing, analysis, collecting of information and quality control
- market research, market testing or sales promotion
- the creation or development of financial instruments or products
the creation or enhancement of trademarks or goodwill.

o The Department of Science and Technology must approve the entire
150% deduction. Onl?/ expenditure incurred on or after the date of receipt
of the application is eligible for this deduction.

Research and development capital assets are written off as follows:

- new and unused machinery or plant on a 50/30/20 basis (prior to
1 January 2012: 40/20/20/20)
- buildings or improvements at 5% per year.

DEDUCTIONS [LabLVEn

The contributions to pension, provident and retirement annuity funds are deductible
but limited to the lesser of:
¢ R350,000
e 27.5% of the greater of:
- Remuneration (excluding retirement, withdrawal or severance lump sums)
- Taxable income (excluding retirement, withdrawal or severance lump sums)
prior to the deduction of donations and foreign tax.
e Taxable income (excluding retirement, withdrawal or severance lump sums and
taxable capital gains) prior to the deduction of donations and foreign tax.
Any excess contributions may be carried forward to the subsequent tax year.
Contributions paid by the employer are taxed as a fringe benefit in the hands of the
employee and are deemed to be contributions paid by the employee in order to
calculate the allowable deduction.
The employer’s deduction for contributions made to these funds on the
employee’s behalf is not subject to any limitation (2016 : 20% of remuneration).
Annuitisation Rules
Pension and retirement annuity funds are subject to the one-third lump sum and the
two-thirds annuity rules unless the lump sum is R247 500 or less (2016 : R75 000).
As from 1 March 2021, lump sums from provident funds are subject to annuitisation
and apportioned to ensure contributions made prior to 1 March 2021 and the
resultant growth may be paid out as a lump sum.
Where the member was at least 55 years old on 1 March 2021, the lump sum from
the provident fund is not subject to the annuitisation rules.
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RETIREMENT RISV SR

As from 1 October 2007, the taxable portion of a lump sum from a pension,
provident or retirement annuity fund on retirement or death is the lump sum
less any contributions that have not been allowed as a tax deduction plus the
taxable portion of all lump sums previously received. As from 1 March 2011,
certain severance benefits are also taxed in accordance with this table.

This amount is subject to tax at the following rates less any tax on the
previous lump sums which is calculated in accordance with the current
table regardless of the tax actually paid on that lump sum:

Lump sums accruing between 1 March 2014 and 28 February 2023
Taxable portion of lump sum Rates of tax
R 0- R 500000 Nil
R 500001 - R 700 000 18% of the amount over R 500 000

R 700001 - R1 050000 R 36 000 + 27% of the amount over R 700 000
R1 050 001 + R130 500 + 36% of the amount over R1 050 000

An assessed loss cannot be set-off against the taxable lump sum.
Lump sums accruing between 1 March 2023 and 29 February 2024
Taxable portion of lump sum Rates of tax

R 0- R 550000 Nil

R 550001- R 770000 18% of the amount over R 550 000
R 770001 - R1155000 R 39 600 + 27% of the amount over R 770 000
R1 155 001 + R143 550 + 36% of the amount over R1 155 000
An assessed loss cannot be set-off against the taxable lump sum.

WITHDRAWAL [RUUETVL AP

As from 1 March 2009, the taxable portion of a pre-retirement lump sum from
a pension or provident fund is the amount withdrawn less any transfer to a new
fund plus all withdrawal lump sums previously received.

This amount is subject to tax at the following rates less any tax on the
previous lump sums which is calculated in accordance with the current
table regardless of the tax actually paid on that lump sum:

Lump sums accruing between 1 March 2014 and 28 February 2023

Taxable portion of withdrawal Rates of tax
R 0-R 25000 Nil

R 25001 - R660 000 18% of the amount over R 25 000
R660 001 - R990 000 R114 300 + 27% of the amount over R660 000
R990 001 + R203 400 + 36% of the amount over R990 000

An assessed loss cannot be set-off against the taxable lump sum.

Lump sums accruing between 1 March 2023 and 29 February 2024
Taxable portion of withdrawal Rates of tax

R 0-R 27500 Nil

R 27501-R 726 000 18% of the amount over R 27 500

R 726 001 - R1 089 000 R125 730 + 27% of the amount over R 726 000
R1 089 001 + R223 740 + 36% of the amount over R1 089 000

An assessed loss cannot be set-off against the taxable lump sum.
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EMPLOYMENT USRI

As from 1 January 2014, a special incentive is allowed as a credit against the
employer’s monthly PAYE payment. To qualify for the incentive:
* Employers must
- be registered for PAYE and be tax compliant
- not be the Government or a municipal entity
- not have been disqualified by the Minister of Finance
* Employees must
- have a South African ID book/card or asylum seeker permit
- be at least 18 years old and not older than 29 years
- not be a domestic worker or connected to the employer
- earn at least R2 000 per month or the minimum amount stipulated by the
regulated industry but not more than R6 500 per month
- be employed on or after 1 October 2013
- be subject to the Basic Conditions of Employment Act as from 1 March 2022
- not be mainly involved in the activity of studying as from 1 March 2022.

As from 1 March 2022, the credit for each qualifying employee is as follows:

R2 000 - R4 499
R4 500 - R6 500

Monthly Per month during the first Per month during the next
Remuneration 12 months of employment 12 months of employment
R 0-R1999 75% of monthly remuneration 37,5% of monthly remuneration

R1 500
R1 500 - (0,75 x (Monthly
Remuneration - R4 500))

R750
R750 - (0,375 x (Monthly
Remuneration - R4 500))

As from 1 March 2015, where an employee is employed on a full-time basis
for at least 160 hours per month (excluding overtime hours), an employer is
entitled to claim the full incentive. Where less than 160 hours are worked, the
incentive must be apportioned pro-rata.

Where the credit exceeds the PAYE liability of the employer, the excess
amount is refundable provided the employer is tax compliant.

As from 1 March 2017, monthly claims can only be made up to the date of
each six monthly reconciliation.

The incentive ceases to apply from 28 February 2029.

BURSARIES

Bona fide scholarships or bursaries granted to enable any person to study at

a recognised educational institution are exempt from tax provided there is no
element of salary sacrifice. Where the benefit is granted to an employee, the
exemption will not apply unless the employee agrees to reimburse the employer in
the event that the studies are not completed.

Where the benefit is granted to a relative of the employee, the exemption will only
apply if the annual remuneration proxy in the prior year of the employee is less than
R600 000 (2017 : R400 000) and to the extent that the bursary does not exceed
R60 000 (2017 : R40 000) per relative for higher education and

R20 000 (2017 : R15 000) per relative for basic education to grade 12.

As from 1 March 2018, where the benefit is granted to a relative with a disability,
the exemption will apply to the extent that the bursary does not exceed R90 000
per relative for higher education and R30 000 per relative for basic education.

BROAD-BASED |LUXe i

Employer companies may issue qualifying shares up to a cumulative limit of
R50 000 (2008 : R9 000) per employee in respect of the current tax year and
the immediately preceding four (2008 : two) tax years. The tax deduction is
limited to a maximum of R10 000 (2008 : R3 000) per year per employee.
There are no tax consequences for the employee, other than a taxable capital
gain, provided the employee does not sell the shares for at least five years.
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TV 7S TeTY [OFiNTERESTREBUCTION

Debt arising as a result of a corporate restructure

As from 1 January 2015, the interest deduction in respect of certain corporate
restructures may be limited and calculated in accordance with a formula.

Any excess interest cannot be carried forward to the next tax year. As a result
the excess interest is permanently non-deductible.

The interest deduction limitation must be applied in the tax year in which the
restructure transaction is entered into and in the five subsequent tax years.

Recipient of interest is not subject to tax in South Africa

As from 1 January 2015, the deduction of interest paid to an exempt entity or

foreign loanholder (who is not subject to tax in South Africa) may be limited and

calculated in accordance with a formula.

Any excess is carried forward to the next tax year, and is subject to the formula

in that year.

This will generally apply in the case of:

e interest paid to a public benefit organisation

e interest paid to a foreign loanholder where the withholding tax on interest is
reduced to nil in terms of a double taxation agreement.

This limitation is only applicable when the parties involved are in a controlling

relationship, whereby the recipient directly or indirectly holds more than 50% of

the equity shares or voting rights in that company.

For years of assessment ending on or after 31 March 2023, the limitation will

apply to interest paid to a foreign loanholder taxed at a reduced rate.

[IZ54 concession or compRoMsE

As from 1 January 2013, a concession or compromise of debt is determined in
accordance with the purpose of the debt funding.

Where the debt funded:

e acapital asset which has not been disposed of:

- the base cost of that asset is reduced

- future allowances are limited to the reduced base cost

- to the extent that the debt reduction exceeds the base cost any
capital loss is reduced

e acapital asset which has been disposed of:

- any capital loss is reduced

- if no capital loss is available for reduction, a capital gain is included
e an allowance asset which has not been disposed of:

- the base cost of that asset is reduced

- to the extent that the debt reduction exceeds the base cost a
recoupment, limited to previous allowances granted, is recognised
as income

¢ an allowance asset, which has been disposed of:
- arecoupment arises but is limited to previous allowances granted
e trading stock:

- reductions are made to opening stock, purchases and/or closing stock
depending on whether the stock was brought forward from the previous
tax year, purchased in the current tax year or has not been disposed of
in the current tax year

e deductible expenditure:

- arecoupment is recognised as income.

Certain transactions, subject to specific criteria, are excluded or partially
excluded from these provisions such as transactions involving deceased
estates, donations, groups of companies, fringe benefits and companies in

liquidation.
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[ZSEN ANo NTELLECTUAL PROPERTY

A taxpayer may claim an allowance for the cost of acquiring any invention,
patent, design, copyright, other property of a similar nature or knowledge
connected with the use of such patent, design, copyright or other property or
the right to have such knowledge imparted.

Where the cost exceeds R5 000, the allowance is limited to:

* 5% of the cost of any invention, patent, copyright or other
property of a similar nature

e 10% of the cost of any design or other property of a similar nature.

Where the intangible asset was acquired from a connected person the allowance
is limited to the cost to the connected seller less allowances claimed by the seller
plus recoupments and taxable capital gain included in the seller’s income.

No allowance is allowed in respect of any expenditure incurred for the acquisition
of any trademark or property of a similar nature on or after 29 October 1999.

[IIfH avowances

Asset type

Conditions for annual allowance

Annual allowance

Hotel buildings

Construction of buildings or improvements,
provided used in trade as hotelkeeper or used
by lessee in trade as hotelkeeper
Refurbishments which commenced on or
after 17 March 1993

5% of cost

20% of cost

Hotel equipment

Machinery, implements, utensils or articles
brought into use on or after 16 December 1989

20% of cost

Refurbishment is defined as any work undertaken within the existing bt

SIDENTIAL BUILDING [/ARReIVANGE=S

uilding framework

Asset type

Conditions for annual allowance

Annual allowance

Residential
buildings

Buildings erected on or after 1 April 1982 and
before 21 October 2008 consisting of at least
five units of more than one room intended for
letting, or occupation by bona fide full-time
employees

2% of cost and an
initial allowance of
10% of cost

New and unused buildings acquired, erected or
improved on or after 21 October 2008 if situated
anywhere in South Africa and owned by the tax-
payer for use in his trade, either for letting or as
employee accommodation. Enhanced allowances
are available where the low cost residential unit

is situated in an urban development zone

5% of cost or 10%
of cost for low cost
residential units not
exceeding R300 000
for a stand-alone unit
or R350 000 in the
case of an apartment

Employee
housing

50% of the costs incurred or funds advanced or
donated to finance the construction of housing
for employees on or before 21 October 2008
subject to a maximum per dwelling

R6 000 prior to

1 March 2008
R15 000 between
1 March 2008 and
20 October 2008

Employee
housing
loans

Allowance on amounts owing on interest free
loan account in respect of low cost residential
units sold at cost by the taxpayer to employees
and subject to repurchase at cost only in case of
repayment default or termination of employment

10% of amount
owing at the end

of each year of
assessment. This ends

on 28 February 2022
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Asset type

Conditions for annual allowance

Annual allowance

Industrial buildings
or improvements
(note 1)

Construction of buildings or improvements on

or after 1 January 1989, where a building is used
wholly or mainly for a process of manufacture

or similar process or research and development.
Construction of buildings or improvements on or
after 1 July 1996 to 30 September 1999 and the
buildings or the improvements are brought into
use before 31 March 2000 and used in a process
of manufacture or similar process

5% of cost
(previously 2%)
(note 2)

10% of cost
(note 2)

New commercial
buildings (other than
residential
accommodation)
(note 3)

Any cost incurred in erecting any new and unused
building, or improving an existing building on or
after 1 April 2007 wholly or mainly used for the
purposes of producing income in the course of
trade

5% of cost

Building in an urban
development zone
(note 3)

Costs incurred in erecting, demolishing or
extending a building, excavating land, providing
water, power, parking, drainage, security, waste
disposal or access

Improvements to existing buildings

20% in first year
8% in each of
10 subsequent years

20% of cost

Aircraft

Acquired on or after 1 April 1995

20% of cost (note 2)

Farming equipment
and assets used

in production of
renewable energy

Machinery, implements, utensils or articles
(other than livestock) brought into use on or
after 1 July 1988. Bio-diesel plant and machinery
brought into use after 1 April 2003

50% in first year
30% in second year
20% in third year

Ships

South African registered ships used for
prospecting, mining or as a foreign-going
ship, acquired on or after 1 April 1995

20% of cost
(note 2)

Plant and machinery
(note 1)

New or unused manufacturing assets acquired
on or after 1 March 2002 are subject to
allowances over four years

Used manufacturing assets

40% in 1st year
20% in each of the
3 subsequent years
(note 4)

20% of cost

Plant and machinery
(small business
corporations only)

Plant or machinery brought into use for the first
time by that taxpayer on or after 1 April 2001 and
used directly in a process of manufacture

100% of cost

Non-manufacturing
assets (small business
corporations only)

Acquired on or after 1 April 2005

50% in first year
30% in second year
20% in third year

Licences Expenditure, other than for infrastructure, Evenly over the
to acquire a licence from a goverment period of the licence,
body to carry on telecommunication services, subject to a
exploration, production or distribution of maximum of
petroleum or the provision of gambling facilities |30 years
Notes
1 As from 1 April 2012, new or unused assets or buildings used for the purpose of

2
3
4

research and development also qualify for the allowances
Recoupments of allowances can be deducted from the cost of the replacement asset
Allowances available to owners as users of the building or as lessors

Where plant and machinery is used in a process of manufacture or a similar process,
the taxpayer is obliged to make use of the allowances and not the wear and tear rates.
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WEAR AND TEAR [ERIZICE S

The following rates of wear and tear are allowed by SARS in terms of

Interpretation Note 47 (issue 5):

Type of No. of years | Type of No. of years
asset for write-off | asset for write-off
Adding machines 6 Drills
Air-conditioners Electric saws

window 6 Electrostatic copiers

mobile 5 Engraving equipment

room unit 10 Escalators 2

Air-conditioning assets

air handling units 20
cooling towers 15
condensing sets 15

Aircraft (light passenger or
commercial helicopters)

Arc welding equipment

Artefacts 2

Balers

Battery chargers

Bicycles

Boilers

Bulldozers

Bumping flaking

Carports

Cash registers

Cell phone antennae

Cell phone masts

Cellular telephones

Cheque-writing machines

Chillers
absorption type
centrifugal

Cinema equipment

Cold drink dispensers

Communication systems

Compressors

Computers
mainframe/server
personal

Computer tablet

Computer software (mainframes)
purchased
self-developed

Computer software

(personal computers)

Concrete mixers portable

Concrete transit mixers

Containers

Crop sprayers

Curtains

Debarking equipment

Delivery vehicles

Demountable partitions

Dental and doctors equipment

Dictaphones

Drilling equipment (water)

—
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Excavators
Fax machines
Fertiliser spreaders
Firearms
Fire extinguishers (loose units)
Fire detections systems
Fishing vessels
Fitted carpets
Food bins
Food-conveying systems
Forklift trucks
Front-end loaders
Furniture and fittings
Gantry cranes
Garden irrigation equipment
(movable]
Gas cutting equipment
Gas heaters and cookers
Gear boxes
Gear shapers
Generators (portable)
Generators (standby)
Graders
Grinding machines
Guillotines
Gymnasium equipment
cardiovascular
health testing
weights and strength
spinning
other
Hairdressers equipment
Harvesters
Heat dryers
Heating equipment
Hot-water systems
Incubators
Ironing and pressing
equipment
K