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Dear Student

This tutorial letter contains the solutions to assignment 2. Best wishes for your preparation for
the exam.

Kind regards

TAX3703 Lecturers
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Fax number: (department) 012 429 4902 or 012 429 4443
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SUGGESTED SOLUTION — ASSIGNMENT 2/1/2016

QUESTION 1 (40 marks, 48 minutes)

First and final liquidation and distribution account in the estate of Luc McDonald (ID no
5810121880086) and his surviving spouse Elaine (ID no 6204160114066) to whom he was married
in community of property. The deceased resided at 20 Manfred Street, Pietermaritzburg and died
there on 1 May 2015. Master’s reference number 234/2015.

()

Liguidation account

R
Immovable property:
1. Residence — 20 Manfred Street, Pietermaritzburg at valuation 2690000 (1)
Distributed to the surviving spouse according to the will
Movable property:
2. Proceeds from motor vehicle 250000 (1)
3. Furniture and personal effects at valuation 300000 (1)
Item 3 was distributed to the surviving spouse according to the will
Claims in favour of the estate:
4. Proceeds of Lifeproc insurance policy M085-80 1820000 (1)
5. Proceeds of fixed deposit (BNF Bank) 230000 (1)
6. Proceeds of savings account 15000 (1)
5 305 000
Less: Liabilities and administration costs 188 710
Advertising 285 (1)
Valuation fees 2150 | (1)
Master’s fees (maximum) 600 [ (1)
Executor’s remuneration (3,5% x R5 305 000) 185675 | (1)
Estate duty - )}
Distributable amount 5116 290
Recapitulation account
Assets reduced to cash (R250 000 + R1 820 000 + R230 000 + R15 000)

(items 2 and 4 - 6 in liquidation account) 2315000 (4)
Less: Liabilities 188 710 (1)
Cash available for distribution 2126 290
Less: Cash legacies R(500 000 + 20 000) 520 000 (2)
Cash residue 1 606 290



QUESTION 1 (continued)

Distribution account

Distributed as follows
1. To Elaine McDonald, surviving spouse according to the joint will
- residence
- furniture and personal effects
- cash
2. To Crossroads, a registered welfare organisation, in terms of the will

3. To Sue, major daughter of the deceased, in terms of the will

4. To Larry, major son of the deceased, in terms of the will

Income and expenditure account

Interest for period after death
Less: Executor’'s remuneration (6%)

The R786 will be divided equally between Sue and Larry as residue heirs, each
receiving R393.

Fiduciary asset account

No such assets to report on.

Estate duty addendum

Property and deemed property

Assets as in liquidation account

Less: Liabilities

Less: Half because of marriage in community of property

Less: Sec 4(q) — to surviving spouse (R3 490 000 — R2 558 145)
Sec4(h)(i) — to registered welfare organisation (R20 000 + 2)

Sec 4A rebate R3 500 000 but limited to

Estate duty — 20%

Certificate

R

3490 000
2 690 000
300 000
500 000

20 000
803 145

803 145
5116 290

836
(50)

786

5305 000

(188 710)
5116 290

2 558 145
2 558 145

(931 855)

(10 000)
1616 290

(1616 290)

Nil

(1)
(1)
(1)
(1)
(1)

(1)

(1)
(1)
(1)

(1)

(1)

(1)
1)

(1)
(2)

(1)
(1)

(1)

(1)
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QUESTION 2 (10 marks, 12 minutes)

PART A: (3 marks, 4 minutes)

R
Value of the donation: 1 000 000 (2)
Less: Annual exemption (100 000) (1)
Taxable amount 900 000
Donations tax @ 20% 180 000 (2)
PART B: (7 marks, 8 minutes)
Calculation of Bettina’s taxable capital gain:
Deemed disposal at market value 1 850 000 (2)
Less: Base cost 1 250 000 (1)
Capital gain 600 000
Less: Annual exclusion (year of death) (300 000) (1)
Net capital gain 300 000
Thus, taxable capital gain @ 33,3% 99 900 QD
Calculation of the taxable capital gain of the deceased estate:
Market value 1 855 000 (1)
Less: Base cost 1 850 000 (1)
Capital gain 5000
Less: Annual exclusion (R30 000 but limited to capital gain) (5 000) (1)
Net capital gain Nil
Therefore no taxable capital gain Nil
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