BEL 300 Study notes
LA 8: INDIVIDUALS
1. FRAMEWORK OVERVIEW
	
	
	R

	GROSS INCOME
	
	

	General & specific inclusions
	S1
	

	LESS: EXEMPT INCOME
	S10
	

	=
	INCOME
	

	LESS: DEDUCTIONS
	All s 11 and other deductions
	

	=
	SUBTOTAL 1
	

	LESS: ASSESSED LOSS
	S20
	

	LESS: PF
	S11(k)
Limited to the greater of:
· R1 750; or 
· 7.5% x RFE remuneration
Arrears
· Limited to R1800
	

	=
	SUBTOTAL 2 
	

	LESS: RAF
	S11(n)
Limited to the greater of
· R1750; or
· R3500 – PF deduction
· 15% x (subtotal 2 less RFE remuneration)
Arrears
· Limited to R1800
	

	ADD: TAXABLE CAPITAL GAIN
	S26A
	

	=
	SUBTOTAL 3
	

	LESS:  DONATIONS
	S18 A: Limited to 10% of subtotal 3
	

	=
	SUBTOTAL 4
	

	LESS: MEDICAL EXPENSES
	S18
	

	=
	TAXABLE INCOME
	


NOTE Calculation of normal tax liability and rebates
2. DEDUCTIONS

· S11 deductions are allowed if TP is carrying on a trade
· “TRADE” has wide definition
· Profession, trade, business, employment, calling, occupation

· Has to carry on a trade – active step
· Continuity
· Profit motive
· Excludes activities to earn passive income

· S23(g): not allowed to claim deductions UNLESS it is incurred for the purposes of trade + may apportion

· S23(m): Expenditure relating to employment (NB!)
· Deductions ito s 11 are prohibited
· EXCEPT TP who mainly (>50%) earns commission

{therefore: salaried E’Es who earn mainly salary are in the s23(m) “bubble” & may deduct what is in list}

· Following expenditure NOT prohibited {list that salaried E’E may deduct}

1. S11(a) + s11(d) expenses iro rent, repair or expenditure relating to hosue or domestic not prohibited ito s23(b)

2. Payment of premiums on insurance policy for cover against loss of income PROVIDED THAT amounts which TP will receive iro policy = taxable {i.e. income later received will be taxable}

3. PF & RAF contributes (s11(k) & (n);

4. Legal expenditure  (s11(c))

5. W & T (s11(e))

6. Provision for doubtful debts (s11(j))

7. Payments ito s11(nA): Pay out for leave miscalculate, for example, repayment by E’E (deduct was E’E was taxed on) & 11(nB): Restrain of trade amount paid


· ENTERTAINMENT COSTS
· If remuneration = mainly commission
· NOT limited by s23(m)
· Deduction allowed ito s11(a) if req’s are met
· Eg: take client to lunch = deductible ; fridge bought = capital = NOT deductible)

· If mainly salary = s23(m) prohibits this deduction


· DOMESTIC OR PRIVATE EXPENSES: S23(b)

· NO deduction for domestic or private expenses
· Expenses pertaining to the household & private life
· Including: rent, cost of repairs or expenses relating to premises not for trade

· EXCEPT: part used for business purposes (“home office expenses”)

· Deemed to be occupied for business purposes IF 
(1) Specifically equipped for purposes of the TP’s tradeSelf-employed: only satisfy req’s 1 + 2

AND
(2) Regularly and exclusively used for business purposes

IF EMPLOYED
(3) Income derived mainly from commission AND his duties are mainly performed in a  place other than an office provided by E’R; OR

(4) Duties are performed mainly in the qualifying part of any dwelling or house

If employed: need to satisfy 1 + 2 + 3 OR 4





[bookmark: _GoBack]

3. PENSION FUND CONTRIBUTIONS – s11(k)
	S 11(K)
	PF CONTRIBUTIONS


Example on slides
	· E’E Belongs to E’Rs pension fund
· E’R can also make contributions to the fund
· What E’R pays is NOT a fringe benefit

· TOTAL CONTRIBUTION = E’R + E’E

· Looking @ deductibility of E’Es contribution

· E’E can make contributions iro current & previous years

· CURRENT CONTRIBUTIONS:
Limited to GREATER OF –
· R 1 750 or;

· 7.5% of remuneration earned during the year from retirement funding employment

EXCESS: Not carried forward to following year!

· RETIREMENT FUNDING EMPLOYMENT – s1
· Where E’E earns a salary / commission / bonus from E’R

· ARREAR CONTRIBUTIONS 

· Members “buy pension back” to improve their retirement benefits
· Deduction LIMITED: R1 800 per YR

· EXCESS: carried to next YOA + deemed to be paid in that year





4. RAF CONTRIBUTIONS: s11(n)
	s11(n)
	RAF CONTRIBUTIONS
	· Membership is voluntary;

· Contract is concluded independently of employer between employee and fund;

· Thus no employee / employer relationship

· Contributions are deducted

· Current contributions for current year AND contributions for past periods;

· IF E’R contributes on behalf of a E’E
· Taxable benefit 
· Total amount = E’E + E’R contribution
· Total amount taken into account for s11(n)





CURRENT CONTRIBUTION LIMITED TO  GREATER of:

· R3500 less current pension fund deduction; OR

·  R1 750

· 15% x NON-RFEI (Excluding lump sum benefits); OR

= Total income (before RAF)
LESS: REFI (sec 1)
Less: assessed loss Subtotal 2

Less: Allowable deductions (excl.: RAF, Medical, donations)
Add: current + past PF contributions 

EXCESS: carried over to next YOA
CANNOT create loss / increase a loss


· REMEMBER:
· If a TP does not belong to a provident or pension fund – all income is non- retirement funding employment income!

· Current contributions to a RAF cannot create a loss.

· Current contributions not deducted in the current year can be carried forward to next year


· Where TP ceased the payment of his contributions & is reinstated as member again at a later stage = pay once off “reinstatement contributions”
OR
· Buy previous years back

· Limited to R1 800 per year

EXCESS: carried forward to next year




5. DONATIONS: s18A    (Deduction to encourage charity donation)

· DONATIONS: IN CASH OR OTHERWISE

· Any PBO which is approved by the Commissioner ito s30

· Any institution, board or body contemplated in s10(1)(cA)(i), which carries on PUBLIC BENEFIT ACTIVITES:

· Welfare and humanitarian
· Health care
· Education & development
· Conservation
· Land & housing

· All schools and universities = PBO 
· 
· ADD ALL DONATIONS TOGETHER
· Deduction limited to :

10% of subtotal 3

· NB! Documentation – “s18A receipt”
· Reference number of PBO
· Date of donation
· Name of PBO & Contact person
· Value of donation
· S18A receipt that will be used for public benefit activities


6. MEDICAL EXPENSES DEDUCTION: s18

· 2012 RULES		VS 		2013 RULES

· 2012: deduction according to s18
· 2013: credit wrt s6A & s18 deduction


· TP who is a NATURAL PERSON allowed following deduction:
(1) Contributions made to MEDICAL AID for the TP, Spouse and dependants on medical aid

(2) Amounts PAID (not just incurred) by TP which are NOT RECOVERED FROM THE MEDICAL AID
(EG: Physician, hospital, medication on prescription, plastic surgery, homeopathic)

· “Dependant”
· Spouse
· Child/stepchild
· Allowed as dependant ito medical aid

· “Child” 
· Allowed as dependent ito medical aid; or
· In terms of definition of child:
WITHOUT DISABILITY:
· Wholly or partly dependent on TP for maintenance
· Not liable for normal tax
· Unmarried – on last day of assessment; AND
· <= 18 years on last day of YOA / would be if had been alive
· <= 21 years on last day of YOA
· <= 26 years on last day of YOA and full time student at registered institution


WITH DISABILITY
· Any other child where it was impossible for the child to care for him/herself due to disability
· Dependent on TP for maintenance
· NOT liable for normal tax

· MEDICAL AID CONTRIBUTION ARE THE SUM OF:
· E’R contributions = fringe benefit
· E’E contributions


· OVERVIEW FOR DIFFERENT TP’s
MEDICAL
S18 & s6A (2012)






< 65 (no disabilities)
< 65 & TP / SPOUSE / CHILD DISABLED
≥ 65 years

Deduct everything
(all costs & contribution)
Contributions 
ADD: qualifying costs
LESS: 4 x s6A
= Deduction
Contributions
ADD: Qualifying costs
LESS: 4 x s6A
LESS: 7,5% of subtotal 4
= Deduction









· TAX CREDIT (2013 + 2014)

TP:				R230 p/m
TP + 1 Dependant:		R460 p/m
Add Dependant:		R155 p/m



7. TAXATION OF MARRIED COUPLES (refer to this for trust section as well)

· Each spouse in marriage = taxed separately 

· UNLESS one of the deemed inclusion rules – s7(2) or 7(2A) applies

· Marriage; separation; divorce – have no effect on determination of normal tax liability UNLESS those sections apply

· Spouse who dies during YOA will have a period of assessment of > 12months and qualify for proportion of s6(2) rebates


SPECIAL RULE: MARRIED ICOP – s7(2A)

· ITO common law income earned by spouses married in community of property accrues equally to each, 
· except for:
· Trade income (other then letting of Fixed Property) – accrues to person who’s trade it is;
BUT
· Rental and non-trade income (interest, dividends): accrues in equal shares

8.  MINORS

· Def of GI: Actually received / ACCRUED

· S7: anti avoidance provision

· Sec 7(3): 
· Income received by a minor as a result of a donation, settlement or other disposition by the parent of such minor, deemed to be received by the parent

· Thus – donation from parent to child; taxed in hands of parent


· INCOME RECEIVED by child refers to any income that is –
· received by the child
· accrued to the child
· incurred for the maintenance, education or benefit of the child; or
· accumulated for the benefit of the child

· MINOR = Unmarried person; younger 18 years

· NB! WIDOW / WIDOWER < 18 : NO LONGER MINOR

· NB! There must be a “CAUSAL LINK” between income and donation!

