
STUDY UNIT 8
Provisional tax – additional example (section 9.2 in tutorial letter 103)


Additional example:

Lovebird (Pty) Ltd is one of your clients. The financial year of assessment ends on the last day of March. Lovebird (Pty) Ltd is not considered a small business corporation as defined or a micro business. 

The following information is provided with regards to Lovebird (Pty) Ltd’s most recent tax assessments:

· 2012 tax assessment assessed issued on 21 September 2013 with a taxable income of R200 000. 

· 2011 tax assessment issued on 2 February 2012 with a taxable income of R160 000. 

[bookmark: _GoBack]The 2014 financial statements were finalised during July 2014. On 31 July 2014 the accountant calculated that the company would have a taxable income of R300 000 for the 2014 year of assessment.

The first, second and third provisional tax payments should be calculated for the 2014 tear of assessment which ends on 31 March 2014.

The provisional tax payments would be calculated as follows:

	2014 First provisional tax payment
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	   R 
	 

	Basic amount - taxable income as per 2011 assessment
	Note 1
	160,000
	(1)

	Plus: (8% x R160 000  x 3 years)
	 
	Note 2
	  38 400
	 

	 
	 
	 
	198 400
	 

	 
	 
	 
	
	 

	Normal tax payable (R198 400 x 28%)
	 
	 
	55 552
	(1)

	For six months (R55 552 x 50%)
	 
	 
	27 776
	(1)

	 
	 
	 
	 
	 

	The first provisional payment for 2014 is payable six months before the last day of the year of assessment, therefore 30 September 2013.

	

	 
	 
	 
	 
	 

	2014 Second provisional tax payment 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	The lower of the basic amount or an estimate of taxable income can be used:
	 
	 
	 
	 

	 
	 
	 
	          R 
	 

	- Basic amount - taxable income as per 2012 
  Assessment
	Note 3
	200,000
	(1)

	- Estimate for 2014 - not available 
  (at 31 March 2014), therefore use basic amount
	 
	
	 

	Normal tax payable (R200 000 x 28%)
	 
	 
	56,000
	(1)

	Less: First provisional payment
	 
	 
	(27 776)
	(1)

	Second provisional payment due to SARS
	 
	 
	28 224
	 

	 
	 
	 
	 
	 

	The second provisional payment is due on the last day of the year of assessment, ending 31 March 2014

	
 
	 
	 
	 
	 

	2014 Third provisional tax payment – due on 30 September 2014
 
	 

	 
	 
	 
	 R 
	 

	Actual taxable income for 2014
	 
	 
	300,000
	(1)

	
	
	
	
	

	Normal tax payable (R300 000 x 28%)
	 
	 
	84,000
	(1)

	Less: First provisional tax payment
	 
	 
	(27 776)
	(1)

	Less: Second provisional tax payment
	 
	 
	(28 224)
	(1)

	Amount due to SARS
	 
	 
	28,000
	 




Notes:

1. The taxable income assessed in the 2011 assessment is used as the basic amount because the 2012 assessment, even though it had been assessed on  21 September 2013 (i.e before the first provisional payment was due), it was received within 14 days before the provisional payment is to be made (i.e.        30 September 2013).

2. The 2011 assessment is more than 18 months before the payment is due (i.e. from 2 February 2012 to 30 September 2013) and is in respect of a period that ends more than one year after the end of the 2013 year of assessment (preceding year of assessment). Therefore, the basic amount according to that assessment must be increased by 8% for each year, therefore 24%. 

[image: ]
3. The basic amount for the 2014 second provisional payment does not need to be adjusted by 8% as the 2012 assessment is not more than 18 months before the payment is due (i.e. 21 September 2013 to 31 March 2014), although it is in respect of a period (the 2014 year of assessment) that ends more than one year after the end of the 2012 year of assessment (remember that both criteria must be met before the 8% increase is applied.
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