
COVID-19 

Employment Tax Incentive (ETI) re-
imbursements 
Employers can claim the ETI on a 

monthly basis if they employ quali-

fying employees.  If this is not 

claimed (and certain conditions are 

met), then SARS reimburses the  

employer a!er the six-month and  

12-month reconciliation period is 

completed. 

To provide some cash flow relief, 

SARS will speed up the payment  

of these reimbursements to month-

ly payments. 

 

Delayed PAYE payments 
If you are a tax compliant employer 

with an annual turnover of less than 

R50 million, SARS will allow you to 

postpone the payment of up to 20% 

WITH SOUTH African businesses 

facing an unprecedented crisis, 

many are worried about whether 

they will be able to afford to pay 

their employees while operations 

are closed down for the 21-day  

national shutdown.  Some emplo-

yers are also concerned about the  

morale of employees in these diffi-

cult times. 

President, Cyril Ramaphosa has 

announced some measures to pro-

vide financial relief for distressed 

employers during this difficult time.  

Although we are waiting for details 

on how all of this is to be imple-

mented, employers should take  

note of the following employees  

tax relief measures in the mean-

time: 

TAX INFORMATION AND TIPS FOR INDIVIDUALS, COMPANIES, AND TAX PROFESSIONALS  

Any relief for employers during this stressful period is welcome 

Employer tax breaks during 
the lockdown 
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is live! 

See Page 7 for details 

Even though your employees are at home, they still need to be paid. 
Picture credit: Pixabay (https://pixabay.com/photos/coronavirus-corona-quarantine-4937226/) 



COVID-19 

towards UIF, and an employer con-

tributes 1% of remuneration (which 

is subject to SDL) towards SDL. 

 

The need to maintain compliance 
Even though employers are experi-

encing stressful and difficult times,  

it shouldn’t stop them from running 

a compliant payroll.  The deadline 

for the employer annual reconcilia-

tion (EMP501) remains the end of 

May. 

Employers must also not use the 

PAYE withheld from employees as  

a cash-flow tool, as this is prohibited 

by law.  They should withhold and 

pay SARS the correct amount of 

PAYE, and use the other measures 

available to navigate these times.  

yee, is R17 242 per month. 

 

Tax subsidies 
There will be a tax subsidy of up  

to R500 per month for the next  

four months for employees in the 

private sector who earn less than 

R6 500 per month.  This will be im-

plemented under the Employment 

Tax Incentive (ETI) scheme. 

It is yet to be clarified how this 

will be applied and whether the  

employer, or the employee, or both 

would benefit from the tax subsidy.  

 

UIF and SDL contributions 
Government is exploring the possi-

bility of reducing UIF and Skills  

Development Levy (SDL) contribu-

tions.  This will however only be ap-

plicable for a short period of time.  

Currently, both an employee and 

an employer contribute 1% of remu-

neration (which is subject to UIF) 

of your PAYE bill over the next  

four months. 

It however needs to be clarified 

how this will be implemented, and 

whether the first allowable post-

ponement will apply to PAYE due  

on or before 7 April (based on sala-

ries for March), or whether it would 

only be applicable to PAYE due on  

7 May (based on salaries for April). 

 

Temporary employer / employee re-
lief scheme (TERS) 
The Department of Employment 

and Labour has approved a tempo-

rary employer / employee relief 

scheme (TERS).  This enables em-

ployers to pay employees with  

funds made available by the UIF as  

a TERS allowance. 

Certain conditions must be met 

for the UIF to pay the amount to  

the employer.  The maximum TERS 

allowance payable for each emplo-

 TAX BREAKS  
 

Yolandi Esterhuizen is the compliance man-
ager for Sage Africa & Middle East, and a 
registered tax practitioner. 

As there is a deemed disposal of 

each asset, the gain representing  

the value increase from the base  

cost (the acquisition value plus  

some allowed additions, for example 

capital improvements to a house)  

to the market value on the date of 

death, is potentially subject to CGT. 

 

Exclusions 
Fortunately, there are some exclu-

sions.  A gain of up to R2 million on 

an individual’s primary residence is 

excluded, as are personal assets  

such as private vehicles.  Cash is also 

exempt from CGT. 

Also, while individuals have an 

annual capital gain exclusion of 

R40 000 during their lives, the exclu-

sion in the year of death is increased 

to R300 000. 

PEOPLE MOSTLY associate estate 

duty with death.  However, this tax 

is only payable if the net estate,  

a!er deducting liabilities, other de-

ductions, and bequests to the survi-

ving spouse, exceeds R3.5 million, 

explains Louis van Vuren, chief  

executive officer of the Fiduciary 

Institute of Southern Africa (FIA). 

A nasty sting in the tail, though,  

is the potential impact of capital 

gains tax (CGT) upon death. 

Capital gains must be included in 

the final income tax return that 

must be prepared a!er the death of 

a taxpayer.  However, the Income 

Tax Act provides that the deceased 

is deemed to have disposed of all  
of their assets to the deceased es-

tate—a separate tax entity with its 

own income tax number. 

A possible CGT liability is compounded by the fact that the applicable 

exclusions have not been adjusted for inflation for years 
 

By: AMANDA VISSER 

CAPITAL GAINS TAX 

A huge CGT bill for entrepreneurs 
and small business owners 
The problem that faces entre-

preneurs and owners of small busi-

nesses upon death is that they  

usually start their business with 

very low share capital and raise  

initial capital through shareholder 

and bank loans. 

While this has benefits in terms 

of managing the risk to the share-

holder, the effect is that a low base 

cost eventually means quite a high 

CGT liability. 

Van Vuren takes the example of 

Tom, a young businessman who 

started his own business (ABC) 18 

years ago with 1 000 shares at a  

nominal value of R1.  He sold 200 

shares each to Dick and Harry 12 

years ago. 

On his death, his 600 shares are 

valued at R7.2 million.  He also has a 

listed share port-folio of R450 000 

with a base cost of R280 000. 

The calculation of the net taxable 

capital gain upon Tom’s is shown  

in the table at the top of Page 3. 

Let us assume that Tom has a 

taxable income in the 2021 year of 

assessment of more than R1 577 300 

The sneaky death tax that’s 
easy to forget 
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by Steven Jones—Editor 
 

South Africa is officially in lockdown in re-
sponse to the COVID-19 outbreak, with the 
deserted streets bearing testimony to this fact 
and the seriousness with which both govern-
ment and ordinary people are taking it. 

Thanks to modern technology, many people 
(particularly those in professional service in-
dustries) are able to continue to work from 
home.  If you are one of those privileged people 
for whom work life continues (as does your 
income), spare a thought for those whose lives 
have been completely turned upside-down as a 
result of the lockdown, and are now no longer 
able to earn a living as a consequence. 

That said, even those of us who are comfortably 
ensconced in their home offices, freed from the 
burden of office dress codes and the daily 
shave, will have noticed that things have  
certainly got a lot quieter since the lockdown 
started.  This has enabled me to catch up on 
some of those niggling matters that always 
somehow tend to be shoved to the bottom of 
the pile as more urgent ones take priority. 

The same seems to be the case for our friends 
at SARS.  Now while I don’t begrudge them this 
opportunity to clear the decks a bit, it seems 
that some of them have been binge-watching 
old TV detective shows, judging by their eager-
ness to tackle some of their ‘cold cases’.  For 
instance, I’ve recently had an e-mail from a 
client indicating that SARS has been on their 
case of late chasing up a PAYE query that goes 
back to 2002! 

It’s not as though we’ve simply been ignoring 
this matter like ostriches sticking our heads in 
the sand hoping that it will simply go away.  I 
have the electronic equivalent of a lever arch 
file full of paperwork from almost three years 
ago when a SARS eager beaver decided to 
chase down an alleged debt that was already  
15 years old. 

Of course, I know that tax debts don’t prescribe 
(unlike most civil debts that prescribe after 15 
years), but my client and I are both adamant 
that SARS had made no attempt whatsoever to 
contact us previously.  It was only when a para-
site (sorry, ‘debt collection agency’) contacted 
us in 2017 that we were even aware that this 
issue existed! 

Trouble is, we had considered the particular 
PAYE return to be long closed, and as legally 
entitled to, my client had destroyed the records 
relating to the period concerned (we are talking 
15 years ago, after all).  And in true bureaucratic 
fashion, the parasite referred us to SARS, who 
had no record either of how the debt arose, but 
my client must just pay! 

All communication to SARS (including a de-
tailed submission to the Tax Ombud) went 
unanswered.  We assumed (mistakenly, as it 
turned out) that the matter had been closed—
until my client started getting calls from SARS 
last week. 

Eish … here we go again … 

CAPITAL GAINS TAX 
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 If the market value of ABC is  

R10 million at the date of Tom’s 

death and his shares are therefore 

valued at R6 million, the business 

would qualify as a small business  

for CGT purposes, and a further  

R1.8 million exclusion for the dispo-

sal of a small business interest at 

death would be available. 

However, this amount has not 

been increased to keep track with 

inflation since 2012, either.  Had the 

R10 million limit for a small busi- 

ness been increased to keep track  

of inflation, it would have been R15 

million by now—and Tom’s CGT 

burden would have been reduced  

by R324 000 (R1 800 000 x 40% inclu-

sion rate x 45% marginal tax rate). 

If the R1.8 million exclusion had 

also been adjusted for inflation  

since 2012, it should have been R2.7 

million by now.  Therefore, another 

R900 000 of the gain on Tom’s shares 

would have been excluded, equating 

to a further R162 000 saving in CGT 

upon death (R900 000 x 40% inclu-

sion rate x 45% marginal tax rate). 

On our example of Tom’s situa-

tion, therefore, the fiscus effectively 

gains R513 000 (R27 000 + R324 000 + 

R162 000) solely as a result of infla-

tion. 

Van Vuren says that FISA has 

been highlighting the fact that es-

tate duty and CGT can be seen as 

double taxation upon death.  “While 

there are opposing views about this, 

the fact remains that both are taxes 

on the same assets at the same point 

in time—at the death of the owner 

of the assets,” he says, adding that 

“The only consolation is that the 

CGT payable is a deduction in the 

estate duty calculation, but it re-

mains a cash drain on the estate.” 

before the inclusion of the taxable 

gain, thus puNing him at the maxi-

mal marginal tax rate.  The taxable 

gain of R2 827 760 as calculated 

above will be added to his taxable 

income—and at tax rate of 45%, the 

CGT will be just over R1.27 million, 

unless the shares go to his spouse. 

This is unlikely to happen, as it is 

usual for co-shareholders to enter 

into a buy-and-sell agreement to  

buy each other’s shares upon death 

or disability.  In this situation, there 

is a risk of a cash shortfall in the  

deceased estate. 

If Dick and Harry held enough 

life insurance on Tom’s life to pay 

cash into his estate in exchange  

for his shares, there will obviously  

be enough cash available to pay  

the CGT.  However, the agreement 

could make provision for Dick and 

Harry to pay the purchase price in 

instalments over several years.  The 

CGT would still however be payable 

upon his death by his estate, which 

could then be severely short of  

cash. 
 

‘Effective’ hidden CGT cost 
Fortunately, we did not see an in-

crease in the inclusion rates for  

CGT in this year’s national budget,  

as was rumoured before the event. 

However, the fiscus does benefit 

from an ‘effective’ hidden increase  

in CGT, in that the annual exclu- 

sion of R300 000 in the year of  

death has not been increased since 

March 2012. 

Just to keep track with inflation 

over this period, the year-of-death 

exclusion should by now have been 

R450 000, and not R300 000.  This 

means that effectively, upon Tom’s 

death in our example, the CGT bur-

den is R27 000 more than it should 

have been. Amanda Visser is from Moneyweb. 



EMPLOYEES TAX 

forward as applying 45% to the val-

ue of the prize, and paying this 

amount over to SARS as additional 

PAYE. 

Or so they thought. 

 

Paying the tax on a fringe benefit  
creates a further taxable benefit 
The issue that their auditors has 

raised arises from the fact that when 

a prize or award is given to emplo-

yees and the employer carries the 

resultant tax thereon, the practice 

gives rise to a “discharge of emplo-

yee’s debt” benefit for PAYE pur-

poses. 

However, the fact that the em-

ployer carries this extra PAYE gives 

rise to an additional taxable benefit, 

upon which further PAYE must be 

calculated.  Such further PAYE  

then in turn also gives rise to a  

benefit, and so an iterative calcula-

tion needs to be done in order to  

correctly account for the full PAYE 

liability. 

By simply applying the marginal 

rate to the value the prize, the  

employer was at risk of under-

deducting PAYE, as illustrated by  

the following example of an em-

ployee receiving an overseas trip  

valued at R100 000, and assuming 

that such employee is on the maxi-

mum marginal tax rate of 45%: paid overseas trip. 

With the rand being what it is 

against most major currencies,  

such incentives can easily end up 

being valued at R100 000 or more.  

Since awards of this nature give  

rise to a taxable benefit, and given 

that the thought of having to pay  

up to R45 000 in extra tax (at today’s 

tax rates) on what is meant to be  

a ‘free’ trip can end up being quite  

a disincentive, the client’s practice 

was to absorb the PAYE liability  

that would otherwise be for the  

employee’s cost. 

The manner in which the PAYE 

was calculated by this particular 

client was simply to apply the reci-

pient’s marginal rate of tax to the 

value of the prize.  Given that those 

agents in the ‘Top 30’ had commis-

sion earnings puNing them well  

into the top marginal rate bracket, 

the calculation was as straight-

MANY YEARS ago I was called in  

by a corporate client to look into a  

query that their auditors had raised 

concerning the tax treatment of  

employee incentives. 

The client, a large life assurer, 

offered a significant incentive to  

the top performers of their agency 

force each year.  For those agents 

who were in the ‘Top 30’ in terms  

of new business signed up within a 

specified 12-month period, the client 

offered a two-week all-expenses-

 TAX BREAKS  
 

Absorbing the PAYE on an incentive is costly for the employer, assu-

ming that the numbers are correct.  Get them wrong, and the cost can 

become catastrophic—not to mention the reputational risk… 

 

By: STEVEN JONES 

Employee incentives and 
PAYE 

Author’s note 
The facts underlying this article originate from 
an opinion that I provided about 15 years ago  
for a client who was in the insurance industry.  
The values have however been updated to take 
into account increased costs, coupled with the 
devaluation of the rand against major curren-
cies during the intervening period.  The tax 
treatment is also based on the latest tables  
(i.e. the 2020/21 tax year). 

For winners of that exotic trip of a lifetime, “all-expenses-paid” often includes the employer picking up the 
tax bill on the benefit.  It’s therefore critical that the employer gets the calculations right, so that hard-
earned rewards don’t end up leaving an expensive bad taste for all concerned. 
Picture credit: Unsplash (https://unsplash.com/photos/EqQ9oQ0bLis) 

A!er 16 iterations, the total value 

of the benefit of having the em-

ployer absorb the tax is R81 817.95, 

which means that by not following 

this process, the employer is at  

risk of under-deducting PAYE by 
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page. 

It is a well-known fact that SARS 

is under intense pressure to maxi-

mise tax collections.  With National 

Treasury having liNle scope to raise 

tax rats any further, as evidenced  

by the latest Budget, the only way 

that SARS can meet its targets is to 

close the so-called ‘tax gap’ by step-

ping up its enforcement measures. 

The ‘tax gap’ refers to the amount 

by which actual collections fall short 

of what should be collected based  

on the tax rates in force.  While the  

discrepancy can be partly influenced 

by unexpected economic down-

R36 817.95 in this example.  The em-

ployer becomes liable for any short-

falls in the deduction of employees’ 

tax, any interest and penalties aris-

ing from late payment, and could 

also be subjected to additional tax  

of up to 200% of the tax due. 

In order to calculate and deduct 

the correct PAYE, this iterative 

method would be the most correct 

one as far as SARS is concerned.  

However, depending on how o!en 

incentives are awarded, this could 

cause an administrative nightmare 

for the payroll department. 

In this example, the employer 

would need to account for PAYE 

amounting to 81.82% of the value  

of the prize in order to fully cover 

the tax arising from the prize itself, 

as well as the fringe benefit.  This 

amount would also differ depending 

on the marginal tax rate of the par-

ticular employee—for an employee 

in the 31% band, the additional cost 

would be 44.93% of the prize value. 

If the employer is to continue  

to absorb the PAYE arising from  

the granting of such incentives, the 

simplest way of calculating the  

correct fringe benefit and PAYE 

would be to use the table on this 

turns, for the most part the shortfall 

is aNributable to tax evasion. 

Employees’ tax is one area that  

is coming under increased scrutiny 

by SARS.  Non-disclosure and errors 

in disclosure of fringe benefits is an 

area where even large employers  

can easily get it wrong, and with 

many of the more lucrative perks 

going to the organisation’s higher 

earners, massive amounts of addi-

tional tax could potentially be reco-

vered. 

And if the financial penalties 

alone are not painful enough, an 

even greater risk is the reputational 

damage from being ‘named and 

shamed’ as an employer that has 

been caught evading tax on employ-

ee perks – especially if such perks 

have been enjoyed by its executives 

and/or top earners.  It is therefore 

critical that employers, who wish to 

protect their corporate reputation, 

get these calculations right so that 

SARS is paid what is rightfully due. 

Steven Jones, Hons B Compt M Com B Th, is  
a registered SARS tax practitioner, a practi-
cing member of the South African Institute  
of Professional Accountants, and the editor 
of Tax Breaks Tax Breaks Tax Breaks Tax Breaks and Personal FinancePersonal FinancePersonal FinancePersonal Finance. 

Tax Act. 

 

Running a tight ship 
Section 10(1)(o)(i)(aa) provides for the 

exemption of the full remuneration 

earned by an officer or crew member 

employed on a ship. 

However, the following require-

ments would need to be met should 

such officer or crew member wish to 

enjoy the benefits of the exemption: 

• The taxpayer must be an officer 

or crew member aboard the ves-

SOUTH AFRICAN seafarers and 

yacht crew are of the view that  

they automatically qualify for the 

exemption of their foreign employ-

ment income earned for their ser-

vices rendered aboard a ship or 

yacht. 

However, it is important for  

seafarers and yacht crew to know 

and understand that they need to 

fulfil certain requirements in order 

for them to claim the ‘seafarers  

exemption’ in terms of the Income 

Sailing on the seven seas does not automatically make your earnings 

exempt; strict conditions need to be met 
 

By: REABETSWE MOLOI 

INCOME TAX 

sel; 

• Income received must be for  

foreign employment aboard a 

vessel; 

• The vessel must be involved in 

the international transportation 

of passengers / goods for reward; 

and 

• The taxpayer must be outside  

of SA for more than 183 days for 

the year of assessment. 

Therefore, where you are an officer 

or crew member of a yacht or a  

ship, it is imperative that such yacht 

or ship is used for the purposes of 

the international transportation of 

paying passengers, or goods that 

have been paid for. 

 

Learn the ropes 
Where an officer or crew member  

is employed aboard a private yacht 

and where there are no paying pas-

Working aboard a cruise 
ship: Are you tax-exempt? 
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ters, even if it is transporting goods 

or passengers for reward. 

 

Don’t be caught between the devil and 
the deep blue sea 
As a taxpayer, you hold the burden 

of proof to show that you qualify to 

take advantage of the exemption. 

It is therefore imperative that  

an employment agreement is in 

place, which clearly shows the duties 

and position that you hold as a  

seafarer.  This will ensure that all 

doubt regarding qualifying to make 

use of the exemption is waived,  

and you don’t find yourself having  

to scrummage for information nee-

ded to prove that you have met the 

relevant requirements. 

sengers, such person would not be 

able to claim the Section 10(1)(o)(i)(aa) 

exemption. 

For example, some crew mem-

bers or officers will find themselves 

working on a superyacht and the 

passengers on the yacht are not  

paying for their transportation.  In 

this instance such crew member or 

officer would not be able to claim  

the exemption. 

Furthermore, it is important that 

the ship is transporting goods or 

passengers for reward outside of 

South Africa.  Therefore, the exemp-

tion cannot be claimed by the crew 

member or officer aboard a ship  

that is merely docked or travelling 

within South African territorial wa-

Conclusions and final overview 
Seafarers should be familiar with 

the exemptions available to them 

and understand the requirements 

needed to meet such exemptions.  

They should also be familiar with 

(and fully understand) the manner 

in which their yacht / ship operates. 

Should all else fail, an officer or 

crew member that has not met  

any of the abovementioned require-

ments for the seafarer’s exemption 

is still able to make use of the  

Section 10(1)(o)(ii) foreign services 

employment income exemption, 

provided that they meet the require-

ments thereof. 

However, as of 1 March 2020, the 

foreign services employment income 

exemption will be limited to an 

amount of R1.25 million per year of 

assessment, which means that they 

would not be able to have their full 

foreign earnings exempted as with 

the seafarer’s exemption. 

 

Reabetswe Moloi is an attorney at Financial 
Emigration (a division of Tax Consulting SA). 

Don’t let that dream job on an ocean liner turn into a tax nightmare. 
Picture credit: Pixabay (https://pixabay.com/photos/cruise-ship-holidays-cruise-290913/) 

Moment of truth 

“We have what it takes to  

take what you have.” 
 

A suggested moNo for the US Internal  

Revenue Service—which would certainly 

strike a chord with South African  

taxpayers as well! 
 

Source unknown 

Act added three new leave types to 

the Basic Conditions of Employment 

Act (BCEA): parental leave (for fa-

thers), adoption leave, and commis-

sioning parental leave.  The recent 

Government GazeNe announcement 

means that employees have become 

FOLLOWING A period of legal  

limbo, the government notified  

employers that the parental leave 

laws that were promulgated in  

November 2018 came into effect 

from 1 January 2020. 

The Labour Laws Amendment 

Dispelling the confusion 

By: ROB COOPER 

UNEMPLOYMENT INSURANCE FUND 

entitled to these new forms of  

parental leave with effect from 1 

January this year.  It also means  

that family responsibility leave may 

no longer be granted in respect of 

childbirth. 

Employers who were aware of 

the new legislation last year should 

be well prepared, although the ti-

ming of the Government GazeNe 

notice (published on Christmas Eve) 

may have caught some by surprise. 

When I presented the Sage 

Annual Payroll Tax Seminar last 

year, I received many questions 

about parental leave.  The latest  

New parental leave laws 
and UIF benefits  
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notice in the Government Gaze.e is 

likely to add to the confusion, so  

I’d like to go through some of the 

questions that payroll administra-

tors and business owners may have: 

 

What are the new UIF benefit entitle-
ments for parents? 
The Labour Laws Amendment Act 

amended the Unemployment Insu-

rance (UIF) Act to provide that the 

Fund pays a benefit for 10 consecu-

tive days of parental leave and for  

10 consecutive weeks of adoption 

and commissioning leave. 

In the past the company, rather 

than the UIF, paid for the three  

days of family responsibility leave 

for fathers when used as parental 

leave. 

 

Is the UIF ready for the changes? 
With the GazeNe notice, the UIF 

benefit for parental leave is already 

in effect, but the UIF benefits for 

adoption leave and commissioning 

parental leave will come into effect 

on 1 April 2020. 

Until then, the employer must 

pay for the leave or treat it as un-

paid leave.  However, the occurrence 

of adoption leave and commis-

sioning parental leave is low, so the 

impact on most employers will be 

limited. 

 

Does the father’s name need to be on 
the child’s birth certificate for him to 
qualify for parental leave benefits? 
While the employer may legally 

in a year? 
The BCEA does not limit the number 

of times in total that a male can be 

granted parental leave, nor does it 

limit the number of times in a year 

(or any other period). 

In theory, if a man fathers ten 

children in a year (and is included  

on all 10 birth certificates), he can 

apply for ten parental leave periods 

of 10 days each. 

 

In the case of adoption and surrogate 
commissioning leave, when one pa-
rent apples for the 10 consecutive 
weeks of adoption leave, can the  
other partner apply for 10 days of 
parental leave? 
In the cases of adoption leave and 

surrogate commissioning leave, one 

of the two ‘parents’ is eligible for  

the 10 consecutive weeks of leave 

and the other parent is eligible for  

10 consecutive days of parental 

leave. 

The choice of which parent takes 

each of these leave allocations is  

for them to decide.  In practice, it 

may be hard to police whether both 

parents take the full 10 weeks of 

leave, unless they both work for  

the same employer.  However, it re-

mains to be seen whether the UIF 

will detect such an abuse. 

grant the 10 days of parental leave  

to the father in respect of the birth 

of his child without seeing the  

birth certificate, it is beNer to do so 

as the UIF will not pay the benefit 

for the leave if the father’s name is 

not on the birth certificate.  This 

means that either the employer 

must pay for the leave or treat it  

as unpaid leave. 

Given that more than 60% of  

babies born in recent years have  

no information about their father 

included on their birth certificate 

(for various reasons), this is a weak-

ness in the legislation. 

 

Is there a limitation on how many  
parental leave days a father can take 

Bellan Media is on the Web! 
 

We are very excited to announce the launch of our new website, which we believe will 
enable us showcase our magazines and 
also provide additional benefits to our 
valued subscribers. 
 

The site builds on our magazines' 30-
year legacy of excellence in providing 
independent personal finance and tax 
information sourced from experts in their 
respective fields.  The strategic partner-
ships that we have formed with selected 
organisations known for their expertise, 
ethics and service, will greatly enhance 
our offering. 
 

Our new website will give readers online 
access to additional articles, book re-

views, videos, interesting links to various topics and a mortgage bond calculator. 
 

For more information please visit www.bellanmedia.co.za, or send us an email 

at info@bellanmedia.co.za. 

 

 

Rob Cooper is chair of the Payroll Authors 
Group of South Africa. 
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TAX PLANNING 

 TAX BREAKS  
 

 

 

 

 

KEY UPCOMING TAX SUBMISSION DATES 
 

Provisional tax returns 

31 Aug 2020 First provisional tax return, 2021 tax year 
30 Sep 2020 Third provisional tax return, 2020 tax year 
 (voluntary top-up payment to avoid interest on any shortfall) 
 

Personal income tax returns, 2020 tax year 

July 2020 Tax Filing Season opens 

to keep in mind, such as: 

• How much have you contributed 

to a retirement product in the 

current tax year? 

• What was your total taxable in-

come for the year? 

Retirement products do also have 

certain restrictions when accessing 

the funds: 

• Only a maximum of one third 

can be taken as a cash lump sum. 

This could be subject to taxation 

if you have received a severance 

package or withdrew from a re-

tirement product previously. 

• The remaining two thirds needs 

to be used to purchase an income 

such as a living annuity or life 

annuity.  Depending on the 

amount being withdrawn, this 

could also be subject to income 

tax. 

• You can cash in the full invest-

ment if the value is less then 

R247 500—again, this could be 

subject to taxation. 

Retirement products are also sub-

ject to legislative restrictions such  

as Regulation 28.  Currently, Regula-

tion 28 allows you to invest a maxi-

mum of 30% into foreign instru-

ments excluding Africa. 

You could consider alternative 

investment structures such as unit 

trusts, offshore, a share portfolio, 

endowments, or tax-free savings 

accounts.  All of these options have 

their own benefits. 

Lastly, please keep in mind that 

there are many accepted and legal 

ways of reducing your tax liability. 

Few people realise that there is no age limit to continue to place capital 

into a retirement annuity 
 

Using an RA to reduce your 
tax liability in retirement 

your question.  The below is a gen-

eral response to your query. 
 

Is the 27.5% maximum contribution 
based on taxable income or gross 
remuneration? 
The contributions to an RA are 

based on your taxable income 

(including capital gains, prior to 1 

March 2019), but excluding lump 

sum and severance benefits, prior  

to the deduction for donations.  The 

annual deductible amount is limi- 

ted to R350 000.  Any excess contri-

butions may be carried forward to a 

subsequent tax year. 
 

Would purchasing an RA from my 
savings be advisable? 
Many people do not realise that 

there is no age limit to continue to 

place capital into an RA.  As a result, 

many investors miss the tax oppor-

tunity in investing in a retirement 

annuity a!er they have ‘officially 

retired’. 

One should however consider 

that there are a number of factors  

BEING RETIRED from formal em-

ployment does not mean that one is 

barred from making contributions 

to a retirement annuity (RA), as the 

following question illustrates: 
 

I recently retired at 60 and still  

need to convert my retirement contri-

butions to a monthly income.  I have 

cash savings of about R700 000 from 

which I plan to derive an income  

for the foreseeable future until I  

can decide whether to find a part-

time job or ‘retire’. 

I want to reduce my tax liability 

by purchasing an RA using some of 

my cash savings.  Is the 27.5% maxi-

mum contribution based on taxable 

income or gross remuneration, and 

would purchasing an RA from my 

savings be advisable?  I can contri-

bute the maximum allowable if need 

be, as I am debt-free with only nor-

mal monthly expenses. 
 

Without knowing your exact per-

sonal circumstances, it is very diffi-

cult to provide a concrete answer to 

By: MAURO FORLIN 

 

Mauro Forlin, CFP®, is a financial planner at 
Global & Local Asset Management.  He also 
holds a post-graduate diploma in financial 
planning, and a qualification in international 
capital markets through the London Securi-
ties Institute. 


