
 

 Estate duty 
 

 

Don’t pay 25% tax when 

the promulgated rate is 

only 20%. 

 

Give the extra to your 

heirs and charities of 

your choice.   



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

Estate duty is caused by the deceased.  He chooses 

who will benefit from his assets when he/she dies. 

The tax is only paid after death but is a liability of the 

deceased at death. 

Example 

(1) If a will simply gives everything to children, out 

of a R10 million estate the total value children 

get is R8.7 million. 

 

(2) If a will gives children R3.5 million plus 83.3% of 

all additional value and leaves the entire residue 

to a recognised charity, out of a  

R10 million estate the children get a total value of 

R8 895 000 and the charity gets R26 000. 

The children are now getting R195 000 extra and 

the charity receives R26 000 which it was never 

previously going to get. 

 

The next page shows the increased benefit to 

heirs & charities over a range of estates. 

  



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

 

Check to ensure only 20% applies to your will. 
 

 

 

 

 

Aditional 

over R3.5 

million to 

heirs

Estate duty
Effective 

rate of tax

3 500 000 3 500 000 0

5 000 000 3 500 000 1 200 000 300 000 25% 50 000

10 000 000 3 500 000 5 200 000 1 300 000 25% 216 667

20 000 000 3 500 000 13 200 000 3 300 000 25% 550 000

50 000 000 3 500 000 37 200 000 9 300 000 25% 1 550 000

100 000 000 3 500 000 77 200 000 19 300 000 25% 3 216 667

Extra to SARS 

over 20%

If a will gives everything to heirs

Net assets 

before estate 

duty charge

Estate duty 

free

Where will gives everything to heirs

Aditional 

over R3.5 

million to 

heirs

Estate duty
Effective 

rate of tax

EXTRA to 

heirs

Charity 

receives

3 500 000 3 500 000 0 0 0

5 000 000 3 500 000 1 249 500 250 500 20% 49 500 600

10 000 000 3 500 000 5 414 500 1 085 500 20% 214 500 2 600

20 000 000 3 500 000 13 744 500 2 755 500 20% 544 500 6 600

50 000 000 3 500 000 38 734 500 7 765 500 20% 1 534 500 18 600

100 000 000 3 500 000 80 384 500 16 115 500 20% 3 184 500 38 600

Where will gives R3.5 million plus 83.3% of all additional

Net assets 

before estate 

duty charge

Estate duty 

free

If the will gives R3.5 million plus 83.3% of all additional to 

heirs and the entire residue to a charity



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

The first R3.5(3) million is always estate duty free.   

The promulgated rate of estate duty is 20% and the 

effective rate should also be 20%. 

The effective rate is computed by comparing the tax 

paid with what caused the tax.  What caused the tax is 

what is to be paid to heirs other than to surviving 

spouses and or recognised charities. 

How does this difference arise? 

Estate duty is computed as 20% of the net asset value 

of the estate after deducting the first R3.5 million. 

The net asset value is worked out as follows: 

Step 1 : Each asset in the estate is given a value. The 

value is what the item could be sold for (NB not the 

replacement price). 

Step 2 : Any amount owing (liabilities) are deducted 

from the total value attributed to the assets in 1. 

above. 

Step 3 : Costs of administration such as valuation fees 

in respect of 1. above, executor fees, notice costs and 

Masters fees are then deducted leaving the net asset 

value of the estate. 



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

If any liability (amount owing) such as a liability for any 

tax is not deducted at step 2 then the 20% used as 

estate duty is inflated by 20% of the amount of the 

liability not deducted. 

The liability for estate duty tax is that of the 

deceased even though only paid after death.  

Therefore if the liability of the estate duty tax is not 

deducted at step 2, the effective rate is 25%. 

A court-tested way to pay only the 

required 20% estate duty 

Historically, if the entire residue of an estate was to a 

spouse or charity, the deduction was reduced by the 

estate duty using a formula referred to as the ‘step by 

step’ computation. 

This formula was successfully challenged by the 

executor in the estate of the Late W E Frith and in a 

Bloemfontein Appeal Court decision the formula was 

set aside on the grounds that it resulted in extra tax 

increasing the effective tax rate. 

By replicating the structure of the will of the Late W 

E Frith one circumvents not deducting the tax liability 

as the tax forms part of the spouse or charity residue 

deduction. 



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

No Risks 

There are no risks only benefits. 

Should SARS ever object, which is unlikely considering 

the Bloemfontein Appeal Court Judgement, the 

executor would have the option to simply accept the 

objection and the heirs would get exactly what they 

would have received without the structure.  There 

would then be no residue so the charity would get 

nothing. 

If you don’t do it estate duty will be paid at 25% 

and heirs & charities will not get the benefit of 

cash that should be theirs. 

Charities 

At least one recognised charity always benefits. 

The testator decides which charity or charities should 

benefit. The residue can be split between any numbers 

of SARS recognised charities 

The testator’s generosity determines the benefit to 

the charity. The testator can leave the full benefit to 

charities, as much as R40 000 per million over R3.5(3) 

million, or such lesser portion as suits their generosity. 

 



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

Will considerations 

It is the right of the testator to choose how to 

distribute their estate. 

If a person wants to incorporate this structure in 

their will they must remember that the example above 

shows the result when the estate duty free portion is 

R3.5million and the promulgated rate is 20%.  These 

can be changed by legislation. 

Legislation can also change assets deemed(2) to be part 

of an estate as can special allowances e.g. farm 

valuations be changed. 

Any legislative change possibilities must be 

incorporated in a will in order to always maximise 

benefits for heirs.  

  



Estate Duty   
 

 
(1) Net asset value before estate duty charge 
(2) A usufructory interest is the right to use for example a home for a remaining period or for life. 
(3) Increased by any portion not used by a predeceased spouse. E.g. if the predeceased had left everything to 

this surviving spouse this amount would be increased to R7 million.  

YFC Will 

The executor to the estate of the Late WE Frith has 

developed a formula to be included in a will that takes into 

account all considerations and is available from YFC Will.   

YFC Will provides an Excel spread sheet that completes the 

formula for an executor who is concerned about not being 

able to apply the formula correctly. 

YFC Will also prepares comprehensive wills to assist in 

ensuring heirs get the maximum benefit. 

Because assets and their value are continually changing  

YFC Will never needs to know your current or future wealth.  

You name your executor. 

Request details from John at 083 378 3374 

Email  john@yfcwill.co.za 

Fax 086 668 3374 

The following booklets will soon be available: 

(1) Considerations for a will to maximise benefits for 

heirs 

(2) Information to be kept with a copy of ones will to 

ensure no delays in the administrative process 

(3) A guide for heirs to administer or evaluate the 

administration process. 

mailto:john@yfcwill.co.za

