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TAX1501/101
1 INTRODUCTION AND WELCOME
Dear Student

Welcome as a student to the module, TAXATION OF SALARIED INDIVDUALS. We hope that you
will find your studies interesting and rewarding and that you will be successful in the examination.

This tutorial letter contains the assignment one and two for the first and the second semester. You
must read Tutorial Letter 102/3/2018 and Tutorial Letter 103/3/2018 (on myUnisa) as it has all the
information to orientate yourself with the requirements specific to on-line studying for this module.

We would like to take this opportunity to extend our best wishes for success in your studies.

2 MODULE INFORMATION
WELCOME PAGE ON myUNISA

Please go to the home page on myUnisa for this module and read the welcome message. Very
important information is available there.

ONLINE MODULE AND PRINTED STUDY MATERIAL

The module is delivered online, which means it is available online on myUnisa. myUnisa is an
online platform for you to communicate with other students, lecturers, your e-tutor, and administra-
tion departments at Unisa. You may also access or download your study material and other
resources. However, in order to support you in your learning process, you will also receive some
study material in printed format.

Printed study material (tutorial letters 101, 102 and 103) will be sent to you at the beginning of the
semester, but you do not have to wait for it before you start studying — you can go online as soon
as you have registered and find all your study material on myUnisa.

FREE COMPUTER AND INTERNET ACCESS

Unisa has entered into partnerships with establishments (referred to as Telecentres) in various
locations across South Africa to enable you (as a Unisa student) to gain free access to computers
and the Internet. This access enables you to conduct the following academic related activities:
registration, online submission of assignments, engaging in e-tutoring activities, etc. Please note
that any other activity outside of these is for your own cost e.g. printing, photocopying, etc. For
more information on the Telecentre nearest to you, please visit www.unisa.ac.za/telecentres.

PRESCRIBED TEXTBOOK
It is essential that you obtain the following prescribed textbook:

De Hart, K.L., Smulders, S., Hamel, E.H. & Steenkamp, L.A. 2018. Taxation of Individuals
Simplified 2017. Pretoria: LexisNexis. ISBN 978-0-409128-88-8.
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You must obtain the prescribed book as early as possible in the semester. Note that the library
does not provide for this book specifically and that copies of this book may not always be readily
available at the library.

Please refer to the full list of official booksellers and their addresses in the Study @ Unisa
brochure.

The prescribed textbook may also be ordered online at http://www.takealot.com.

3 ASSESSMENTS

ASSESSMENT CRITERIA

Assignment 1 Assignment 2 Assignment 3 Exam
Compulsory for m Self-assessment Sub-minimum
exam admission = 75% of year mark Does not count of 40% to take
25% of year mark towards year mark year mark into

(Tutorial Letter 201) account
J
Y ¢
20% OF FINAL MARK 80% OF FINAL MARK

ASSIGNMENTS
There are three assignments per semester.

As a Unisa student, you do not write tests and therefore, you need to use the assignments as a
substitute. The completion of your assignment will also help you, as you will only obtain a total
understanding of this module through practice by working through the questions. It is part of your
learning process to receive feedback in the form of a marked assignment.

Assignment 1 and 2 counts 25% and 75% respectively towards your year mark. Only Assignment
1 is compulsory; this means that you have to complete Assignment 1 and submit it before the
due date to obtain admission to the exam. Assignment 2 is not compulsory, but counts towards
your year mark. Assignment 3 is a self-assessment assignment and does not count towards your
year mark.

The assignments do not cover ALL the essential work of the module — they are just a tool to assist
you to study the material in good time. Furthermore, just completing assignments is not sufficient
preparation for the examination. For your own good, and in preparation for the examination, it is
necessary to work through the study material over and above the assignments. Please note that
previous exam papers will not benefit your learning process, since the legislation changes annually
and the exam papers and solutions are outdated and incorrect.
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TAX1501/101

Compulsory assignment

Assignment 1 is a compulsory assignment. The submission of the compulsory assignment will
prove that you are an active student and will therefore earn you admission to the examination.

Admission to the examination is obtained by submitting the compulsory assignment before or on
the due date and not by the marks obtained for it.

You will undoubtedly realise the importance of commencing your study programme in good time so
that you can obtain admission to the examination and earn a high year mark.

Submission of assignments

You may submit assignments electronically via myUnisa. Although assignments may still be sub-
mitted by post, we would like to encourage you to submit your assignment online on myUnisa.
Refer to section 4 of this document for guidelines on how to submit electronically.

PLEASE NOTE: In previous semesters, we experienced that students had difficulty to sub-
mit their assignments on the myUnisa system, on the due date. This is probably because so
many students are accessing the system on the same day. Therefore, please be advised to
submit your online assignment WELL IN ADVANCE to avoid this problem.

You MUST keep a copy of your completed assignment, so that in the event of the assignment
getting lost before it can be assessed, you will have a copy that we can mark. Also, keep proof of
submission if you submitted the assignment online.

Enquiries about assignments must be addressed to assign@unisa.ac.za. Information about assign-
ments (whether the University received your assignment or the date on which an assignment was
returned to you) can be obtained on myUnisa. The lecturers cannot provide you with this informa-
tion.

Plagiarism

Please note: Although students may work together when preparing assignments, each
student must write and submit his or her own individual assignment. It is
unacceptable for students to submit identical assignments on the basis that
they worked together. That is copying (a form of plagiarism) and none of
these assignments will be marked. Furthermore, you may be penalised or
subjected to disciplinary proceedings by the University.

Plagiarism is the act of taking words, ideas and thoughts of others and passing them off as your
own. It is a form of theft, which involves a number of dishonest academic activities. The Disci-
plinary Code for Students (2004) is given to students at registration. Students are advised to
study the Code, especially Sections 2.1.13 and 2.1.14 (2004: 3 - 4). Kindly also read the Univer-
sity’s Policy on Copyright Infringement and Plagiarism.
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Plagiarism declaration:

By submitting YOUR MODULE NAME, assignment number THE RELEVANT ASSIGNMENT NUM-
BER, | declare that:

o I have read the Unisa Students’ Disciplinary Code;

o | know what plagiarism is, that plagiarism is wrong and that disciplinary steps can be taken against
me if | am found guilty of plagiarism;

o This assignment, submitted by myself, is my own work and that | have referenced all the sources
that | have used;

o | have not allowed any other student to copy my work;
. I know that if | am found to be in violation of this declaration, | will receive 0% for the assignment
involved.

Please note: You do not have to submit the declaration. By submitting any assignment for YOUR
MODULE NAME, you automatically declare that you adhere to all the above with
regard to the specific assignment.

Marking of assignments

Assignment 1 will be marked electronically.
Assignment 2 will be marked by the lecturers.

Assignment 3 is a self-assessment assignment, which means that you do not submit it to Unisa, but
that you mark it yourself. It is a simulated exam paper with a solution and you can find it in Tutorial
Letter 201 (both the questions and the solutions).

The assignment solutions will be made available on myUnisa to all students registered for this
module, and not only to those students who submitted the assignments. The tutorial letters are
numbered 202 and 203.

Due dates

The due dates for the assignments are as follows:

FIRST SEMESTER

ASSIGNMENT DUE DATE UNIQUE NUMBER
1 (compulsory) 12 March 2018 839287
2 9 April 2018 805933

SECOND SEMESTER

ASSIGNMENT DUE DATE UNIQUE NUMBER
1 (compulsory) 27 August 2018 842264
2 17 September 2018 729695
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TAX1501/101

Finality of due dates

Please remember that assignment 1 is marked by the Unisa system and these marks are finalised
on a given date. Therefore, NO extensions can be granted WHATSOEVER.

Receiving assignment 2 after the due date disrupts our marking program and the uncontrolled sub-
mission of assignments furthermore creates administrative problems for us. You are requested to
carefully note the below-mentioned requirements and suggestions and adhere to it strictly.

NO EXTENSION OF TIME WILL BE GIVEN FOR THE SUBMISSION OF ASSIGNMENTS,
SINCE SOLUTIONS WILL BE AVAILABLE ON MYUNISA AUTOMATICALLY TO ALL STU-
DENTS AFTER THE DUE DATES.

NO CORRESPONDENCE OR TELEPHONE CONVERSATION WILL BE CONDUCTED
REGARDING THE LATE SUBMISSION OF ASSIGNMENTS. ASSIGNMENTS RECEIVED
AFTER THE DUE DATE WILL NOT BE MARKED.

EXAMINATION

The examination counts 100 marks and is written in two hours. The entire syllabus is covered in
the examination and you can therefore not afford to leave out any part of it.

The mark obtained for this examination will contribute 80% towards the final mark for this module.
All the important information regarding the administration of the exam is contained in the Study @
Unisa brochure.

FINAL MARK

The final mark for this module is calculated as follows (an example):

Final mark
Assignment Weighting Mark achieved | (weight x actual mark)
1 25% x 20% 80% 4%
2 75% x 20% 68% 10,2%
3 0% 75% 0%
Examination 80% 64% 51,2%
Final mark (rounded) 65%

You must obtain a final mark of 50% or more in order to pass this module.

You have to achieve 40% or more in the exam before your year mark will be taken into
account when calculating your final mark.

CALCULATOR POLICY

Candidates may only use silent, electronic, battery-driven pocket calculators, subject to the follow-
ing conditions:

o Calculators must be cordless, and may not have printout facilities or alpha keys.

o Any financial calculator will be allowed.
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o The calculator function on mobile telephones or any electronic device (i.e. laptops and/or any
Smart Phone) may not be used.

o Candidates may not share a calculator with another candidate in the examination room.
SUPPLEMENTARY, AEGROTAT OR SPECIAL EXAMINATIONS

Supplementary, aegrotat and special examinations are allowed in this module.

Each year the Income Tax Act is amended. We expect you to update yourself but you will not be
issued with any new study material. You can visit the SARS website on www.sars.gov.za for rele-
vant updates/changes. Work through the study material that you have at your disposal together
with updates/changes. Remember that if you become a tax practitioner, you will need to update
your knowledge continually.

You will not be required to submit assignments, but your year mark from the previous semester will
be carried forward. You will still have access to myUnisa and we encourage you to make use of all
the resources.

4  SUBMISSION OF ASSIGNMENTS

Submit assignment 1 using myUnisa:

Go to www.unisa.ac.za.

Go to myUnisa.

Enter your student number and password.

Select your module from the orange strip.

Click on “Assignments”.

Find the TAX1501 course code in the Course column.

Find the corresponding number of the assignment, e.g. 01 or 02 in the Ass. No. column.

Click on the Submit link in the Action column next to the assignment number.

Enter the total number of questions for your assignment in the Number of Questions field.

Click on the Continue button.

The number of questions requested in the previous step will now be displayed with five answer

options next to each one. Please note that each row represents a question in your assignment.

e Click on the radio button [the small circle] that corresponds to your answer for that question.
If you want to restart the assignment, click on Clear Form to remove all your selections and
start from new.

e Click on the Continue button after you have completed all the questions and checked if you
are happy with all your answers.

e If you want to redo the answers to the assignment, click Back.

e Click on the Continue button to submit your assignment. If you do not click Continue, no
submission action will take place.

e The assignment submission report is your proof that your assignment was submitted. You
must print this page for your record purposes.

e Click on the Return to Assignment List button to go back to the Assignment overview screen.
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TAX1501/101

Submit assignment 2 using myUnisa:

e Go to myUnisa.

e Log in with your student number and password.

e Select the module.

e Click on assignments.

e Click on the assignment number you want to submit.
e Follow the instructions on the screen.

Remember that your assignment document (attachment) must be in a PDF-format only.

Do not save it as ‘read only’, otherwise, we are not able to mark the assignment.

The SUBMIT and RESUBMIT links

If the action is displayed as SUBMIT, then click on the link to upload your assignment file or com-
plete the multiple-choice questions.

If, after the first submission you still have time left before the due date, a RESUBMIT action link will
display. If you have made a mistake while completing a multiple-choice questionnaire online or
uploaded the wrong file for an assignment, this feature in the myUnisa Assignments tool allows you
to replace your assignment submission without any intervention from Unisa staff. It's called the
RESUBMIT function. It is optional and you don’t have to resubmit if you don’t have to.

After you resubmitted an assignment successfully, your previous submissions will show as Can-
celled.

The CLOSED action link

The assignment action link will display as CLOSED under one of the following conditions:

o Your submitted assignment file or multiple choice questions is already in the process of
marking (if you submit early, this can happen before the due date and you will therefore not
be allowed to replace the file).

. You have not obtained admission to the examination.

o The assignment is no longer open for submissions.



5 ASSIGNMENTS FOR FIRST SEMESTER STUDENTS

NOTE:

@

SUBMISSION OF ASSIGNMENT 1 IS COMPULSORY IN ORDER TO OBTAIN
ADMISSION TO THE EXAMINATION. ADMISSION WILL BE OBTAINED BY
SUBMITTING THE ASSIGNMENT AND NOT BY THE MARKS YOU OBTAIN FOR
IT. THIS ASSIGNMENT WILL COUNT A MAXIMUM OF 5% OF YOUR FINAL
MARK. PLEASE ENSURE THAT THIS ASSIGNMENT REACHES THE UNIVER-
SITY ON OR BEFORE THE DUE DATE, SINCE LATE SUBMISSION WILL
RESULT IN YOU NOT BEING ADMITTED TO THE EXAMINATION. NO COR-
RESPONDENCE OR TELEPHONIC CONVERSATION WILL THEREFORE BE
ENTERED INTO IN THIS REGARD.

IF YOU INTEND MAILING YOUR ASSIGNMENT, MAKE A COPY OF IT BEFORE
YOU POST IT TO UNISA, IN CASE YOUR ASSIGNMENT IS LOST IN THE POST.

WE ADVISE YOU, IF POSSIBLE, TO SUBMIT YOUR ASSIGNMENT ELECTRO-
NICALLY.

IMPORTANT INFORMATION ON MULTIPLE-CHOICE ASSIGNMENTS:

1)

(2)

3)

(4)
(5)

10

Questions must be answered on a mark-reading sheet or submitted electronically via the
myUnisa online system.

Before completing the mark-reading sheet, study the instructions in Study @ Unisa.
Read these instructions carefully and follow them closely to avoid mistakes.

Do your calculations on a separate piece of paper before you complete the mark-reading

sheet.

There is only one correct answer to each question.

All questions are equal in value.



TAX1501/101

FIRST SEMESTER

ASSIGNMENT 1 (30 marks, 36 minutes)

MODULE DUE DATE UNIQUE NUMBER

TAX1501 12 March 2018 839287

ASSESSMENT CRITERIA FOR THIS ASSIGNMENT

For this assignment, you will need to have achieved the learning objectives set out in learning units
1to 4, as contained in Tutorial Letter 102/3/2018. This assignment will assess your ability to select
the appropriate alternative that best reflects the quantitative/qualitative answer to a problem. This
assignment will count a maximum of 5% towards your final mark.

REQUIRED MARKS

Select the number ((1) — (4)) that represents the correct answer to the question.
(The mark-reading sheet has five options — please ignore option 5 for each question
in this assignment.) 30

QUESTION 1

Which one of the following is NOT a stage in the budgetary cycle?

(1) Legislating the budget

(2) Drafting the budget

(3) Audit

(4) Drafting financial statements

QUESTION 2

Which one of the following provides a basis on which Income Tax is levied?

(1) Employees tax

(2) Value-Added Tax Act
(3) Income Tax Act

(4) Turnover tax

\-/—\
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ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 3

A taxpayer who becomes liable for Income Tax on the 1 June 2017 must be registered by ...

(1) 30 July 2017

(2) 30 June 2018

(3) 1 June 2018

(4) none of the above

QUESTION 4

Progressive tax is NOT applicable to:

(1) Individuals

(2) Small businesses

(3) Turnover tax

(4) Companies that use a flat rate of 28%

QUESTION 5

Which one of the following statement is CORRECT about Dividend Tax?
(1) Is applicable to only resident companies that are listed on the JSE.
(2) Dividends tax is levied at 20% per annum.

(3) Ifagross dividend of R500 is declared, a withholding tax of R100 will be deducted and paid
over to SARS as dividend tax.

(4) Is a provisional tax.

QUESTION 6

If a taxpayer lodged a complaint against SARS for not attending to a dispute against his/her assess-
ment, what additional remedy is available to the taxpayer?

(1) The tax board appeal.
(2) Apply for alternative dispute resolution.

(3) Tax ombudsman.
(4) The Tax court.

\_/x
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ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 7

Sabelo, who is a registered VAT vendor, received income on taxable supplies amounting to R325 000.
The R325 000 includes R50 000, which was received as income from renting out his residential
property located in Germany. Which one of the following statements regarding input VAT is INCOR-
RECT?

(1) The amount to be used to calculate the input VAT payable is R325 000.

(2) Sabelo cannot claim input VAT on the income received from renting out the residential property
situated in Germany.

(3) The input VAT to be claimed by Sabelo amounts to R38 500.
(4) The income received from renting out the residential property situated in Germany is an

exempt supply.

QUESTION 8

Mymilk (Pty) Ltd supplies packaging containers and is a registered VAT vendor. Mymilk (Pty) Ltd
entered into an agreement with Yogurt Masters (Pty) Ltd to provide 50 batches of milk containers.
The invoice was dated 17 July 2017. The milk containers were delivered on 25 August 2017 and
the account was settled on 17 February 2018. Mymilk (Pty) Ltd accounts for VAT on the payment
basis. Which date is the date that VAT is due by Mymilk (Pty) Ltd:

(1) 28 February 2018
(2) 25 August 2017
(3) 17 July 2017

(4) 17 February 2018

QUESTION 9

Which one of the following is the CORRECT combination of zero-rated supplies?

(1) Financial services, bread, residential accommodation and taxi fare.

(2) Childcare services, municipal rates, exported goods and petrol.

(3) Maize meal, the sale of a going concern, diesel and goods used for agriculture.
(4) Property rates, olive oil, goods and services donated by an association.

\-/—\
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ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 10

Which one of the following is INCORRECT regarding value added tax?

(1) VAT is an indirect tax.

(2) VAT is the government’s second largest source of income.
(3) VAT is levied on residential accommodation.

(4) VAT is a progressive tax.

QUESTION 11

Which of the following statements is CORRECT with regard to Double Tax Agreement’s (DTA’S)?

(1) DTA’s allows the source country to and the non-source country to be taxed.
(2) South African taxpayers are taxed in South Africa in terms of the DTA’s.

(3) DTA’s is an agreement between South Africa and Europe.

(4) DTA is an agreement between two countries to avoid double tax.

The following information relates to questions 12 to 14:

Maggie (66 years old) is married in community of property to Mickey. They have two children who
are under the age of 18 years. Maggie had a taxable income of R250 000 during the current year
of assessment. You may assume that Maggie did not belong to a Medical Aid Fund for the year of
assessment.

QUESTION 12

Calculate Maggie’'s normal tax payable / (refundable) for the 2018 year of assessment.
(Hint: For this answer, use the 2018 individuals’ tax tables).

(1) R50 500
(2) R48 300
(3) R49 809
(4) R60 890

QUESTION 13

Assume Maggie’s normal tax is R45 000. Calculate Maggie’s net normal tax.

(1) [R60 890 - R21 114 (R13 635 + R7 479)] = R39 776
(2) [R49 809 - R21 114 (R13 635 + R7 479)] = R28 695
(3) [R50 500 - R21 114 (R13 635 + R7 479)] = R29 386
(4) [R48 300 - R21 114 (R13 635 + R7 479)] = R27 186

\_/x
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TAX1501/101
ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 14

Assume Maggie’s net normal tax is R25 000 and you may assume that Maggie paid employee’s tax
of R9 500 during the year of assessment. Which of the following options represent Maggie’s final
tax liability / (refund)?

(1) R9500 - refund

(2) R35500 - liability
(3) R25000 - refund
(4) R215 500 - liability

QUESTION 15

Which one of the following is INCORRECT regarding individual rebates?

(1) The secondary rebate available to individuals 65 years or older is an additional R7 479.

(2) Primary rebate is available to individuals 65 years of age or older earning less than R117 300.
(3) The tertiary rebate is an additional R2 493 for individuals 75 years or older.

(4) The income tax threshold is dependent on the tax rebates of an individual.

QUESTION 16

Which one of the following is the CORRECT STEPS to determine the net normal tax liability /
(refund)?

(1) Taxable income — annual rebates — provisional taxes + withholding tax on dividends.
(2) Gross income — deductions + taxable allowances.

(3) Normal tax — age related annual rebates — Medical Tax Credit — Additional Medical Tax Credit
— Employees Tax.

(4) Taxable income — age related annual rebates.

The following information relates to questions 17 and 18:

Reggie is 45 years old and has a taxable income of R265 000. Reggie is married out of community
of property with three minor children. One of his children has a disability as defined. Reggie paid
a total of R89 000 to the medical aid scheme for the 2018 year of assessment. His qualifying
medical expenses (not reimbursed by the medical aid fund) amounted to R15 000 for the year of
assessment.

\-/—\
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ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 17

Calculate Reggie’s medical tax credit (MTC) for the 2018 year of assessment.

(1) R14 616
(2) R7272
(3) R7 344
(4) R13398

QUESTION 18

Assume Reggie’s Medical Tax Credit (MTC) is R14 000, determine the Additional Medical Tax Cre-
dit (AMTC) for the 2018 year of assessment?

(1) R89 000
(2) R20 646
(3) R42 000
(4) R15000

QUESTION 19

Which one of the following will NOT be regarded as a qualifying medical expense?

(1) An amount paid to an optometrist.

(2) An amount paid to a registered physiotherapist, which was reimbursed to the taxpayer by the
medical aid.

(3) Medical expenses paid by a taxpayer to a registered homeopath while in France on a business
meeting.

(4) An amount paid by the taxpayer for medical prescriptions from a pharmacy.

Use the following information to answer questions 20 and 21.:

Lerato Moore is 35 years old. She provides you with the following information for the 2018 year of

assessment:

INCOME R
Salary 185 000
Dividends received from a local listed RSA company 50 000
Bonus 9 500
Interest received from a bank in RSA 33 000
EXPENDITURE

Current year retirement fund contributions 55 000

\_/x
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TAX1501/101

ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 20

Calculate the amount of the dividends that will be taxable in Lerato Moore’s taxable income calcu-
lation for the 2018 year of assessment.

(1) R50 000
(2) R83000
(3) Rnil

(4) R59 500
QUESTION 21

Calculate the “remuneration amount” of Lerato Moore for the purpose of the retirement annuity fund
deduction for the 2018 year of assessment.

(1) R185 000
(2) R332500
(3) R83000

(4) R194 500

QUESTION 22

The VAT framework is used to calculate the VAT payable by or refundable to the registered VAT
vendor during each VAT period. Which one of the following statements is INCORRECT regarding
the VAT framework?

(1) Ifinput tax is greater than output tax, it will equal a VAT payment / liability.

(2) Inputtax is paid by the business for goods or services supplied by other businesses.

(3) Output tax is charged to customers who buy goods or services supplied to them by the busi-
ness.

(4) If output tax is greater than input tax, it will equal a VAT payment / liability.

QUESTION 23

Which one of the following statements is INCORRECT regarding the differences between standard-
rated supplies, zero rated supplies and exempt supplies?

(1) Standard-rated supplies have an output VAT rate of 14%.
(2) Exempt supplies have an input VAT rate of 14%.

(3) Zero rated supplies have an output VAT rate of 0%.

(4) Exempt supplies have no output VAT rate.

\-/—\
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ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 24

Which one of the following statements is INCORRECT with regard to remuneration?
(1) Remuneration includes fringe benefits.

(2) Remuneration is established first before one can calculate the retirement fund deduction
allowed.

(3) Retirement fund lump sum benefits and retirement fund lump sum withdrawal benefits are not
regarded as remuneration.

(4) Remuneration has a different set of rules when calculating individual's employees’ tax.

QUESTION 25

An individual’s foreign interest and foreign dividends received is reflected on which of the following
forms.

(1) ITRDD
(2) IRP5

(3) ITR12
(4) EMP201

QUESTION 26

Velaphis Wodoo is 32 years old. His gross income amounted to R250 000 including local interest
amounting to R38 000. How much of the local interest would be exempt in Velaphis’s taxable in-
come calculation for the 2018 year of assessment?

(1) R22 800
(2) R23 800
(3) R38 000
(4) R34 500

\_/x
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TAX1501/101

ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 27

Bham Shah is a sole trader and a registered VAT vendor. He purchased a second-hand motor
vehicle from a non-vendor for R166 000 (excluding VAT). Which one of the following statements is
CORRECT?

(1) Bham Shah can claim notional input VAT of R23 240.

(2) Bham Shah cannot claim input VAT since the vehicle was purchased from a non-vendor.

(3) Bham Shah cannot claim input VAT since he purchased a motor vehicle and input VAT is
denied.

(4) Bham Shah can claim notional input VAT of R20 386.

QUESTION 28

In order to register as an e-Filing user, taxpayers need his / her ...? Choose the INCORRECT
option.

(1) Tax reference number
(2) ID number

(3) Date of birth

(4) Taxable Income

QUESTION 29

An employee with a taxable income of R325 000. The remuneration amounted to R155 000 for the
same period. Which one of the following statement is CORRECT regarding Stepl of the retirement
fund contribution deduction?

(1) The retirement fund contribution deduction will be limited to the lesser of R350 000 or 27.5%
of R155 000.

(2) The taxable income before the retirement fund contribution deduction is R170 000.

(3) The retirement fund contribution deduction will be limited to the greater of 27.5% of R325 000
or R155 000.

(4) The calculation of employees’ taxable income does not allow retirement fund contribution
deductions.

\-/—\
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ASSIGNMENT 1: SEMESTER 1 (continued)

QUESTION 30

Which of the following will be regarded as exempt income for an individual?
(1) Interest received from foreign investments.
(2) Local dividends received.

(3) Foreign dividends received.
(4) Retirement fund lump sum benefit received.

END OF ASSIGNMENT 1
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FIRST SEMESTER

ASSIGNMENT 2 (40 marks, 48 minutes)

COURSE DUE DATE UNIQUE NUMBER
TAX1501 9 April 2018 805933
NOTE NOTE THAT THE MARK YOU HAVE OBTAINED FOR THIS ASSIGNMENT WILL

FORM 75% OF YOUR YEAR MARK FOR THIS MODULE. YOUR YEAR MARK
WILL CONTRIBUTE 20% TO YOUR FINAL MARK.

PLEASE ENSURE THAT THIS ASSIGNMENT REACHES THE UNIVERSITY ON
OR BEFORE THE DUE DATE BECAUSE IF YOU SUBMIT IT LATE, THE MARK
YOU HAVE OBTAINED FOR THIS ASSIGNMENT WILL NOT FORM PART OF

YOUR YEAR MARK!

WE WILL NOT ALLOW ANY CORRESPONDENCE OR

TELEPHONIC CONVERSATION IN THIS REGARD.

YOU MAY SUBMIT THIS ASSIGNMENT ELECTRONICALLY, BUT IT MUST BE
IN A PDF FORMAT.

ASSESSMENT CRITERIA FOR THIS ASSIGNMENT

For this assignment, you will need to have achieved the learning objectives set out in learning units
1 to 8, as contained in Tutorial Letter 102/3/2018 and Tutorial Letter 103/3/2018.
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ASSIGNMENT 2: SEMESTER 1

QUESTION 1 (20 marks, 24 minutes)

PART A (4 marks, 5 minutes)

Ady Roy is a telecoms engineer and works for Real Time (Pty) Ltd. He is required by his employer
to have a home office because he is regularly required to work from home after hours. Ady had the
following expenditure during the 2018 year of assessment:

1. He purchased take away meals for his family when he worked overtime;

2. Legal fees incurred for a CCMA claim against his employer for not paying him overtime;
3. Payment of a fine for submitting his income tax return late;

4. Stationery purchased for his home office.

REQUIRED: MARKS

With reference to the general deduction formula and the prohibited deductions, state
whether Ady Roy can deduct the expenses in the calculation of her taxable income. 4
Do not discuss the general deduction formula. Please merely state whether each of
the above (1) — (4) expenses are deductible or not.

PART B (16 marks, 19 minutes)

Maggi Loo (35 years old) is a blogger. She is a South African resident. Maggi Loo earned the fol-
lowing income and incurred the following expenses during the 2018 year of assessment:

Notes R

Income

Salary 292 500
Bonus 13 600
Foreign dividends 50 000
Local dividends 10 000
Medical Aid Contribution 20 000
Expenses

Pension fund contribution 1 55 000
Notes:

1. Pension Fund contributions of R32 000 were not allowed as a deduction in the previous years
of assessment.
2. Maggi’'s employer contributed R20 000 towards her Medical Aid fund for the full year of assess-

ment.
REQUIRED: MARKS
Calculate the taxable income of Maggi Loo for the 2018 year of assessment. 15

\_/x
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TAX1501/101
ASSIGNMENT 2: SEMESTER 1 (continued)

QUESTION 2 (20 marks, 24 minutes)

PART A (7 marks, 8 minutes)

Jerry Spunger (25 years old) is a marketing consultant for TakeNoLot (Pty) Ltd. He received the
following benefits during the 2018 year of assessment:

1. Meals
From time to time Jerry is required to entertain clients at restaurants. During the 2018 year
of assessment, he enjoyed meals that cost his employer R1 200 during these lunches with
clients.

2. Residential accommodation
TakeNoLot (Pty) Ltd provided Jerry with an unfurnished four-roomed house to live in for the
full year of assessment. TakeNoLot (Pty) Ltd does not own the house and rents it from a
residential rental company at R4 500 per month, which is regarded to be at arm’s length.

Jerry is responsible for paying the electricity. Jerry has a remuneration proxy of R210 000 for the
current year of assessment, and had a remuneration proxy of R200 000 for the 2017 year of assess-

ment.
REQUIRED: MARKS
Calculate the taxable portion of the fringe benefits that Jerry received during the 7
2018 year of assessment.

PART B (13 marks, 16 minutes)

Desmond John (56 years old) is a professional baseball player and contributes to a medical aid
fund. He contributed R6 000 per month for nine months during the year of assessment. His wife
and two children are dependents of his medical aid fund. He incurred other qualifying expenses,
which amounted to R31 200. No member of the family has a disability, as defined.

REQUIRED: MARKS
Calculate the total medical tax credits of Desmond John for the 2018 year of assess- 13
ment. His taxable income is calculated as R500 000 for the 2018 year of assessment.

END OF ASSIGNMENT 2

\-/—\
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6 ASSIGNMENTS FOR SECOND SEMESTER STUDENTS

NOTE:

©

SUBMISSION OF ASSIGNMENT 1 IS COMPULSORY IN ORDER TO OBTAIN
ADMISSION TO THE EXAMINATION. ADMISSION WILL BE OBTAINED BY
SUBMITTING THE ASSIGNMENT AND NOT BY THE MARKS YOU OBTAIN FOR
IT. THIS ASSIGNMENT WILL COUNT A MAXIMUM OF 5% OF YOUR FINAL
MARK. PLEASE ENSURE THAT THIS ASSIGNMENT REACHES THE UNIVER-
SITY ON OR BEFORE THE DUE DATE SINCE LATE SUBMISSION WILL RE-
SULT IN YOU NOT BEING ADMITTED TO THE EXAMINATION. NO CORRE-
SPONDENCE OR TELEPHONIC CONVERSATION WILL THEREFORE BE
ENTERED INTO IN THIS REGARD.

IF YOU INTEND POSTING YOUR ASSIGNMENT, MAKE A COPY OF IT BE-
FORE YOU POST IT TO UNISA, IN CASE YOUR ASSIGNMENT IS LOST IN THE
POST.

WE ADVISE YOU, IF POSSIBLE, TO SUBMIT YOUR ASSIGNMENT ELECTRO-
NICALLY.

IMPORTANT INFORMATION ON MULTIPLE-CHOICE ASSIGNMENTS:

(1)

(2)

3)

(4)
(5)

24

Questions can be answered on a mark-reading sheet or submitted electronically via the
myUnisa online system.

Before completing the mark-reading sheet, study the instructions in Study @ Unisa.
Read these instructions carefully and follow them exactly to avoid mistakes.

Do your calculations on a separate piece of paper before you complete the mark-reading

sheet.

There is only one correct answer to each question.

All questions are equal in value.



TAX1501/101

SECOND SEMESTER

ASSIGNMENT 1 (30 marks, 36 minutes)

MODULE DUE DATE UNIQUE NUMBER

TAX1501 27 August 2018 842264

ASSESSMENT CRITERIA FOR THIS ASSIGNMENT

For this assignment, you will need to have achieved the learning objectives set out in learning units
1to 4, as contained in Tutorial Letter 101/3/2018. This assignment will assess your ability to select
the appropriate option that best reflects the quantitative/qualitative answer to a problem. This
assignment will count a maximum of 5% towards your final mark.

REQUIRED: MARKS

Select the number ((1) — (4)) that represents the correct answer to the question.

(On the mark-reading sheet there are five options; please ignore option 5 for each 30
guestion in this assignment.)

ASSIGNMENT 1: SEMESTER 2

QUESTION 1

Income tax in South Africa is levied in terms of the Income Tax Act. The Income Tax Act contains
provisions for the levying of many different types of taxes. Which one of the following is an example
of a tax levied in terms of the Income Tax Act?

(1) Customs and excise duty
(2) Value added tax

(3) Capital gains tax

(4) Stamp duty

QUESTION 2

Who of the following is responsible for setting the tax legislation?

(1) National Treasury

(2) The courts

(3) The South African Revenue Service (SARS)
(4) The Minister of Finance

\-/—\
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ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 3

Which of the following is NOT governed by a separate Act?

(1) Value-added tax (VAT)
(2) Transfer duty

(3) Income tax

(4) Capital gains tax

QUESTION 4

Which one of the following statements is FALSE?

(1) The fiscal year is the accounting year of the South African government and it runs from 1 April
to 31 March each year.

(2) The year of assessment of an individual runs from 1 March to 28 February each year.

(3) The year of assessment of an individual is also called a tax year.

(4) The fiscal year is same as a tax year.

QUESTION 5

The South African Revenue Services (SARS) collects the following taxes on behalf of the govern-
ment:

(1) VAT

(2) Estate duty & Donations tax
(3) (1) & (2) above

(4) None of the above

QUESTION 6

Which one of the following statements is CORRECT?

(1) South Africa only taxes non-residents.

(2) South Africa only taxes South African residents.
(3) South Africa uses a residence based tax system.
(4) South Africa uses a source based tax system.

\_/x
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TAX1501/101

ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 7

Who announces the national budget annually?

(1) The Finance Minister
(2) The Commissioner
(3) The President

(4) A High Court judge

QUESTION 8

The Income Tax Act levies ...

(1) Donations tax

(2) Employees tax

(3) None of the above
4) (1) & (2) above

QUESTION 9

Which of the following is INCORRECT regarding the purpose of the national budget?

(1) It reflects the proposed income and expenditure of the government.

(2) Itreflects the proposed income and expenditure of the education system.
(3) It reflects the proposed income and expenditure of all the officials.

(4) It reflects proposed sources of income for the government.

QUESTION 10

The tax rate for individuals is ...

(1) progressive.

(2) regressive.

(3) a combination of fixed and progressive.
(4) fixed.

QUESTION 11

Alternative dispute resolution (ADR) ...

(1) isataxcourt.

(2) is ataxpayer.

(3) allows the SARS to resolve a dispute with the court.

(4) allows the taxpayer to resolve a dispute with the SARS.

\-/—\
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ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 12

What is an ITR12 on e-Filing used for?

(1) Delaying the submission of an assessment.
(2) Objecting against an assessment.

(3) Filing a tax return.

(4) Giving notice of assessment.

QUESTION 13

The double tax agreement between two countries aims to ...

(1) impose double taxation of income.

(2) prevent the double taxation of income.

(3) allow the source country to tax the income.
(4) none of the above.

QUESTION 14

The tax period of category C vendors is ...

(1) twelve months
(2) two months
(3) six months

(4) one month

QUESTION 15

For VAT purposes ...

(1) a partnership is NOT a separate person.

(2) a partnership is a separate person.

(3) partners are required to register for VAT on behalf of the partnership.
(4) partnerships do not impose a VAT liability.

QUESTION 16

If output VAT exceeds input VAT, then ...

(1) SARS owes the VAT vendor the difference.
(2) the VAT vendor can write off the difference.
(3) the VAT vendor owes SARS the difference.
(4) SARS owes all the output VAT to the VAT vendor.

\_/x
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TAX1501/101

ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 17

In order to register for VAT the person has to submit the following document to the SARS:

(1) VAT101
(2) VAT102
(3) VAT201
(4) VAT121
QUESTION 18

The selling price of a VAT vendor making a taxable supply ...

(1) includes input VAT.
(2) excludes output VAT.
(3) includes output VAT.
(4) excludes input VAT.

QUESTION 19

In terms of the payment basis, a vendor accounts for VAT ...

(1) with the earlier of paying for, or receiving a taxable supply.
(2) when making or receiving a payment.

(3) when making or receiving a taxable supply.

(4) with the earlier of receiving an invoice or payment.

QUESTION 20

Which of the following is an exempt supply?

(1) Fuel

(2) Furniture

(3) Exchange of currency
(4) Property rates and taxes

QUESTION 21

When calculating taxable income, what is gross income less exempt income?

(1) Taxable income

(2) Normal Tax

(3) Allowable deductions
(4) Income

\-/—\
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ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 22

The net normal tax of a taxpayer is ...

(1) tax pertables.

(2) tax pertables less annual rebates.
(3) income less deductions.

(4) gross income less exemptincome.

The following information relates to questions 23 to 30:
Melanie is 45 years old. She receives a monthly salary of R24 000. Melanie worked for the full

year of assessment. In addition to her salary, she received and paid the following amounts during
the 2018 year of assessment:

R
South African interest 30 000
South African dividends..__ 25000
Total contributions to a medical aid fund
(50% paid by Melanie and 50% paid by her employer) 30 000
Current contributions to a retirement annuity fund_______ 36 000
QUESTION 23

Melanie’s annual salary amounts to ...

(1) R288 000
(2) R180 000
(3) R252 000
(4) R24 000

QUESTION 24

Melanie’s annual rebate is ...

(1) R20 907
(2) R23607
(3) R13635
(4) R21114

\_/x
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TAX1501/101

ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 25

How much of Melanie’s South African interest will form part of her taxable income for the 2018 year
of assessment?

(1) R30 000 - R23 800
(2) R30 00 - R6 200
(3) R23 800

(4) R34 500

QUESTION 26

How much of Melanie’s South African dividends will form part of her taxable income for the 2018
year of assessment?

(1) R25000
(2) Rnil

(3) R23800
(4) R34 500

QUESTION 27

What is Melanies’s deduction allowed in terms of her current retirement annuity fund contributions?
(Hint: Assume her taxable income is R250 000 and her remuneration was R150 000 for the 2018
year of assessment).

(1) R41 250
(2) R68 750
(3) R36 000
(4) R350 000

QUESTION 28

What is Melanies’s medical aid fringe benefit that will be included in her taxable income for the 2018
year of assessment?

(1) R7500

(2) Rnil, there is no fringe benefit
(3) R30 000

(4) R15000

\-/—\
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ASSIGNMENT 1: SEMESTER 2 (continued)

QUESTION 29

What is Melanie’s medical scheme fees tax credit (MTC) for the 2018 year of assessment?

(Hint: Melanie is married to Mark and they have two minor children. None has a disability as defi-
ned).

(1) R4 896
(2) R7272
(3) R12 168
(4) R13 356

QUESTION 30

What is Melanie’s additional medical expense tax credit for the 2018 year of assessment?

(Hint: Assume Melanie’s taxable income is R400 000 and her total excess contributions after appli-
cation of the medical scheme fees tax credit (MTC) and adding the out of pocket qualifying medical
expenses, is R40 000).

(1) R13320
(2) R40 000

(3) R2500
(4) R10 000

END OF ASSIGNMENT 1
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TAX1501/101

SECOND SEMESTER

ASSIGNMENT 2 (40 marks, 48 minutes)

MODULE DUE DATE UNIQUE NUMBER
TAX1501 17 September 2018 729695
NOTE: NOTE THAT THE MARK OBTAINED FOR THIS ASSIGNMENT WILL FORM 75%

©

Q ENSURE THAT THIS ASSIGNMENT REACHES THE UNIVERSITY ON OR BE-
FORE THE DUE DATE BECAUSE IF YOU SUBMIT IT LATE, THE MARK
OBTAINED FOR THIS ASSIGNMENT WILL NOT FORM PART OF YOUR YEAR

OF YOUR YEAR MARK FOR THIS MODULE. YOUR YEAR MARK WILL CON-
TRIBUTE 20% TO YOUR FINAL MARK.

MARK!

NO CORRESPONDENCE OR TELEPHONIC CONVERSATION WILL
THEREFORE BE ENTERED INTO IN THIS REGARD.

YOU MAY SUBMIT THIS ASSIGNMENT ELECTRONICALLY, BUT IT MUST BE
IN A PDF FORMAT.

ASSESSMENT CRITERIA FOR THIS ASSIGNMENT

For this assignment, you will need to have achieved the learning objectives set out in learning units

1to 8, as contained in Tutorial Letter 102/3/2018 and Tutorial Letter 103/4/2018.
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ASSIGNMENT 2: SEMESTER 2

QUESTION 1 (25 marks, 30 minutes)

Iman Sares is a 66-year-old widow and works as a Store Manager for the Melene Homes. She
earned the following income and incurred the following expenses during the 2018 year of assess-
ment:

Notes R

Income

Salary 425 000
Foreign interest 1 650
Local dividends 22 300
Local interest 33200
Expenses

Retirement annuity fund contributions 1 ?
Medical expenses 2 43 000
Employees tax 55 000
Notes:

1. Iman contributes to a retirement annuity fund. During the 2018 year of assessment, she con-
tributed R52 100 to the retirement annuity fund, and during the previous year of assessment,
she had contributions of R12 100 that was not allowed as a deduction. Iman’s remuneration
is correctly calculated as R440 000 for the 2018 year of assessment.

2. Iman contributed R21 000 to her medical aid, and Iman’s employer contributed R15 000 to her
medical aid for the full year of assessment. Iman also had other qualifying medical expenses
of R22 000 during the year.

REQUIRED: MARKS
Calculate the final tax liability/(tax refund) of Iman Sares for the 2018 year of 26
assessment.
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ASSIGNMENT 2: SEMESTER 2

QUESTION 2 (5 marks, 6 minutes)

Nala Moyoni (27 years old) visited the Kruger National Park for a holiday from 1 July 2017 to 15 July 2017.
One night, while sleeping in her bungalow, a lion visited her campsite and damaged her vehicle.
Nala submitted an insurance claim and the vehicle were declared a write-off. On 1 August 2017
the insurance company paid her an amount of R220 000 to replace her vehicle.

REQUIRED: MARKS

Discuss, in terms of the gross income definition, whether the amount that Nala re-
ceived from the insurance company would be regarded as gross income. Your 5
answer must list the requirements of the gross income definition and discuss the
given information with reference to the gross income definition.

QUESTION 3 (10 marks, 12 minutes)

Ali Madame (56 years old) resigned from his employment as an engineer to become a full-time
writer. He is temporarily moving to New York and during the 2018 year of assessment, he sold
some of his assets in South Africa.

1. Primary residence

Ali purchased a five bedroom house for R1 300 000 in 2002 and incurred transfer costs of R32 000.
During 2002, prior to occupying the property, he made improvements to his house, which cost him
R231 200. Ali converted 15% of his property into a kids play park facility and he used this facility to
offer it as a kids’ party venue, which is considered to be for trade purposes. During 2009, Ali re-
paired the property for an amount of R16 000. He sold the property in January 2018 for R3 500 000
and the legal costs on the sale amounted to R12 650. During the time he owned the house, he paid
finance charges of R320 000.

REQUIRED: MARKS
Calculate Ali Madame’s taxable capital gain/capital loss for the 2018 year of 10
assessment on the sale of the primary residence.

\-/—\
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7

SELF-ASSESSMENT ASSIGNMENT 3 FOR BOTH SEMESTERS

This assignment is a simulated examination paper. This is a self-assess-
ment assignment and you do not submit this assignment to Unisa.

You can find this assignment and the solution in Tutorial Letter 201

NOTES
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TAX1501/101
8 2018 SCHEDULES

A. 2018 -TAXTABLES

(i) Persons (other than companies and trusts)

Taxable income Rates of tax

Where the taxable income does not exceed R189 880 |18 % of each R1 of the taxable income;

R34 178 plus 26% of the amount by which the
exceeds R189 880 but does not exceed R296 540 .... |taxable income exceeds R189 880;

R61 910 plus 31% of the amount by which the
exceeds R296 540 but does not exceed R410 460 .... |taxable income exceeds R296 540;

R97 225 plus 36% of the amount by which the
exceeds R410 460 but does not exceed R555 600 .... |taxable income exceeds R410 460;

R149 475 plus 39% of the amount by which the
exceeds R555 600 but does not exceed R708 310.... |taxable income exceeds R555 600;

R209 032 plus 41% of the amount by which the
exceeds R708 310 but does not exceed R1 500 000 . |taxable income exceeds R708 310;

R533 625 plus 45% of the amount by which the
exceed R1 500 000 ..o taxable |ncome exceeds R1 500 000.

(i) Tax on retirement lump sum benefits (or death)

Taxable income from benefit Rate of Tax

RO —R500 000 .....ouuiiiiieeiiiiieiiee e 0 per cent of taxable income
Exceeding R500 000 but not exceeding RO plus 18% of taxable income exceeding
R700 000.......uuuuuuenenninniiniennnneeeenneannererennnenaenn... R500 000
Exceeding R700 000 but not exceeding R36 000 plus 27% of taxable income exceeding
R1 050 000 ......cccciiiiiiiiieeeeeeeeesirreeeee e e e e e e R700 000

. R130 500 plus 36% of taxable income exceeding
Exceeding RL1 050 000 ..........ceeeeeeeriieiiiiiieeenn, R1 050 000

(iii) Tax on retirement lump sum withdrawal benefits (pre-retirement)

Taxable income from benefit Rate of Tax

RO —R25 000 ....oeiiiiiiiiee e 0 per cent of the taxable income

Exceeding R25 000 but not exceeding R660 000 ... | 18% of taxable income exceeding R25 000
Exceeding R660 000 but not exceeding R990 000 . | R114 300 plus 27% of taxable income exceed-
ing R660 000

Exceeding R990 000 ............uvvrrumrimmmmmnriinniiiniiininnnns R203 400 plus 36% of taxable income exceed-
ing R990 000

\-/—\
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B. ERINGE BENEFIT TABLES

(i) Employee-owned vehicles (section 8(1))

SCALE OF VALUES
Fixed Fuel Maintenance
Where the value of the vehicle cost cost cost
R C C
does not exceed R85 000.........covveviieiiiiiiiincieeeeeeeeenn, 28 492 91,2 32,9
exceeds R 85 000 but does not exceed R170 000........ 50 924 101,8 41,2
exceeds R170 000 but does not exceed R255 000 ...... 73 427 110,6 45,4
exceeds R255 000 but does not exceed R340 000 ...... 93 267 118,9 49,6
exceeds R340 000 but does not exceed R425 000 ...... 113179 127,2 58,2
exceeds R425 000 but does not exceed R510 000 ...... 134 035 146,0 68,4
exceeds R510 000 but does not exceed R595 000 ...... 154 879 150,9 84,9
exceeds R595 000 154 879 150,9 84,9

(ii) Employer owned vehicles (Paragraph 7(4) of the Seventh Schedule)
Scale of values
Value of private use per month, vehicle not subject to maintenance plan = 3,5% x determined value

Value of private use per month, vehicle subject to maintenance plan = 3.25% x determined value

C. REBATES

PEISONS UNUEE B5 ... it e e e e e et e et e e e e e e e e e eetataa e e e e eeeeeeasennaaaeeaeeeeennes R13 635
Persons 65 and under 75 (R13 635 + R7 479) ...cii oot R21 114
Persons 75 and over (R13 635+ R7 479 + R2 493 ) ..cooviiiiiiiiiiiiiiiiiiieeeee R23 607

D. MEDICAL AID TAX CREDITS

Main member____ R303
Main member with one dependant (R303 + R303) R606
Main member with two dependants (R303 + R303 +R204) R810

Each additional dependant qualifies for a further rebate or credit of R204.

\_/x

38



TAX1501/101
E. EORMULAE

Section 10A (purchased annuity)

Y = ABxC

Y =the capital element to be calculated

A =the total cash price payable by the purchaser to the insurance company in terms
of the annuity contract

B =the sum of all the expected returns over the term of the contract; and

C =the total receipts during the current year of assessment.

Second Schedule

Formula C
A = E x D
C
A = the portion subject to tax that must be calculated
B = the total completed years of service from 1 March 1998
C = the total completed years of service that are recognised as pension funding
D = thelump sum that is payable.
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F. EXTRACT FROM THE INCOME TAX ACT (ACT 58 OF 1962, AS AMENDED) -
EIGHTH SCHEDULE

25. Determination of base cost of pre-valuation date assets. — The base cost of a pre-valuation date
asset (other than an identical asset in respect of which paragraph 32 (3A) has been applied), is the sum of
the valuation date value of that asset, as determined in terms of paragraph 26, 27 or 28 and the expenditure
allowable in terms of paragraph 20 incurred on or after the valuation date in respect of that asset.

26. Valuation date value where proceeds exceed expenditure or where expenditure in respect of an
asset cannot be determined. — (1) Where the proceeds from the disposal of a pre-valuation date asset
(other than an asset contemplated in paragraph 28 or in respect of which paragraph 32 (3A) has been ap-
plied) exceed the expenditure allowable in terms of paragraph 20 incurred before, on and after the valuation
date in respect of that asset, the person who disposed of that asset must, subject to subparagraph (3), adopt
any of the following as the valuation date value of that asset—

(a) the market value of the asset on the valuation date as contemplated in paragraph 29;

(b) 20 per cent of the proceeds from disposal of the asset, after deducting from those proceeds an amount
equal to the expenditure allowable in terms of paragraph 20 incurred on or after the valuation date; or

(c) the time-apportionment base cost of the asset as contemplated in paragraph 30.

(2) Where the expenditure incurred before valuation date in respect of a pre-valuation date asset cannot be
determined by the person who disposed of that asset or the Commissioner, that person must adopt any of
the following as the valuation date value of that asset—

(a) the market value of the asset on the valuation date as contemplated in paragraph 29; or

(b) 20 per cent of the proceeds from disposal of the asset, after deducting from those proceeds an amount
equal to the expenditure allowable in terms of paragraph 20 incurred on or after the valuation date.

(3) Where a person has adopted the market value as the valuation date value of an asset, as contemplated
in subparagraph (1) (a), and the proceeds from the disposal of that asset do not exceed that market value,
that person must substitute as the valuation date value of that asset, those proceeds less the expenditure
allowable in terms of paragraph 20 incurred on or after the valuation date in respect of that asset.

27. Valuation date value where proceeds do not exceed expenditure. — (1) Subject to subparagraph (2),
where the proceeds from the disposal of a pre-valuation date asset do not exceed the expenditure allowable
in terms of paragraph 20 incurred both before and after the valuation date in respect of that asset, the
valuation date value of that asset must be determined in terms of this paragraph.

(2) This paragraph does not apply in respect of any asset contemplated in paragraph 28 or in respect of
which paragraph 32 (3A) has been applied.

(3) Where a person has determined the market value of an asset on the valuation date, as contemplated in
paragraph 29, or the market value of an asset has been published in terms of that paragraph, and—

(@) the expenditure allowable in terms of paragraph 20 incurred before the valuation date in respect of that
asset—

(i) is equal to or exceeds the proceeds from the disposal of that asset; and
(ii) exceeds the market value of that asset on valuation date,

\_/x
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is the valuation date value of that asset must the higher of—

(aa) that market value; or

(bb)

after the valuation date in respect of that asset; or

TAX1501/101

those proceeds less the expenditure allowable in terms of paragraph 20 incurred on or

(b) the provisions of item (a) do not apply, the valuation date value of that asset must be the lower of—

(i) that market value; or

(ii) the time-apportionment base cost of that asset as contemplated in paragraph 30.

(4) Where the provisions of subparagraph (3) do not apply, the valuation date value of that asset is the time-
apportionment base cost of that asset, as contemplated in paragraph 30.

G. INCOME TAX MONETARY THRESHOLDS SUBJECT TO PERIODIC LEGISLATIVE CHANGE:

Description Reference to Income Tax Monetary
Act, 1962 amount

Exemption for interest and certain dividends:

In respect of persons 65 years or older, exemption Section 10(1)(i)(i) R34 500

for interest from a source within the Republic which

are not otherwise exempt

In respect of persons younger than 65 years, Section 10(1)(i)(ii) R23 800

exemption for interest from a source within the

Republic which are not otherwise exempt

Annual donations tax exemption:

| Exemption for donations made by individuals | Section 56(2)(b) R100 000 ]

Capital gains exclusions:

Annual exclusion for individuals and special trusts Paragraph 5(1) of Eighth R40 000
schedule

Exclusion on death Paragraph 5(2) of Eighth R300 000
schedule

Exclusion for the disposal of a primary residence ggﬁ%ﬁgh 45(1)(a) of Eighth R2 million

Exclusion in respect of disposal of primary residence | Paragraph 45(1)(b) of Eighth R2 million

(based on amount of proceeds on disposal) Schedule

Maximum market value of all assets allowed within Definition of “small business” R210 million

the small business definition on disposal when in paragraph 57(1) of Eighth

person 55 years or older Schedule

Exclusion amount on disposal of small business Paragraph 57(3) of Eighth R1 800 000

when person 55 years or older schedule

Retirement savings thresholds:

Deductible retirement fund contributions:

Members of retirement funds may deduct their

contributions subject to certain percentage or

monetary ceilings

Monetary ceiling for total contributions to retirement | Proviso to section 11(Kk)(i) R350 000

funds

\-/—\
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Description Reference to Income Tax Act, | Monetary
1962 amount
Deductible business expenses for individuals:
Car allowance:
Individuals receive an annual vehicle allowance
to defray business travel expenses, including
deemed depreciation on the vehicle.
Ceiling on vehicle cost Section 8(1)(b)(iiiA)(bb)(A) R595 000
Ceiling on debt relating to vehicle cost Section 8(1)(b)(iiiA)(bb)(B) R595 000
Employment-related fringe benefits
Exempt scholarships and bursaries:
Employers can provide exempt scholarships and
bursaries to employees and their relatives,
subject to annual monetary ceilings.
Annual ceiling for employees Paragraph (ii)(aa) of the proviso to R600 000
section 10(1)(q)
Annual ceiling for employee relatives Paragraph (ii)(bb) of the proviso to R60 000 &
section 10(1)(q) R20 000
Awards for bravery and long service: Paragraphs (a) and (b) of the R5 000
further proviso to paragraph 5(2)
of Seventh Schedule
Employee accommodation: Paragraph 9(3)(a)(ii) of Seventh R75 750
Schedule
Exemption for de minimus employee loans: Paragraph 11(4)(a) of Seventh R3 000
Schedule
Administration
Exemptions from provisional tax:
In the case of a natural person not carrying ona | Paragraph 18(1)(c)(i) of Fourth Taxable in-
business Schedule come below
threshold
In the case of a natural person not carrying ona | Paragraph 18(1)(c)(i) of Fourth Taxable in-
business Schedule come from
interest,
foreign divi-
dends and
rental income
does not
exceed
R30 000
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