LA 2: FRINGE BENEFITS

	FRINGE BENEFIT
	TAXABLE BENEFIT: VALUE OF BENEFIT – ANY AMOUNT PD BY E’R

	1. ASSETS @ LESS THAN MV
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	· Value is generally:      MV @ time E’E acquired the asset 
[image: image4.jpg]


      

·                    Bought with Intention to give:   CP to E’R
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Trading stock:  Lower of:  Cost to E’R or MV
· Marketable securities:  MV
· E’R had right to use prior to ownership: MV
[eg: leased an asset where he had right to acquire ownership at end of lease]
[image: image7.jpg]



· Long-term service award / bravery award: 
· Value LESS   lower of  R5000 / CP
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	2. RIGHT OF USE OF ANY ASSET
[Excludes: housing & motor vehicles]

For private / domestic use

For free / for consideration less than actual value
[image: image8.png]




	· E’R HIRING / LEASING THE ASSET
- Amount of rental payable by E’R for period E’E uses asset

[Eg: E’R rents caravan from 3rd party & makes available to E’E for holiday. E’ R pays R100 p/d 10 days. Rent = R1000 = fringe benefit amount]

· E’R OWNS THE ASSET

- Lesser of [CP] or [MV] x 15% x period of use

[E.g: E’R owns caravan, makes available to E’E for 10days. E’R paid R60 000 on date he bought. Market value = R40 000. 

Benefit = R40 000/ 365days x 15% x 10days ] 
· SOLE R OF USE GRANTED TO E’E

- Cost to E’R



	3. RIGHT OF USE OF MOTOR VEHICLE
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	Taxable benefit = value of private use – consideration by E’E
· Value of private use

3.5%   (no maintenance plan)
3.25%            x           DETERMINED VALUE           X       Months used (“made available)
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                          CP (Incl. VAT ; Excl. FC)     x    85% (for every full year; not the yoa)
REDUCTION 1:

Value of pvt use     x       Business km’s
                                            Total km’s
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REDUCTION 2: TP bears 100% of these costs
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Fuel costs [ cost per table x PVT km’s]
Maintenance

Insurance

License



	4. MEALS, REFRESHMENTS & VOUCHERS
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	Value of benefit = COST TO E’R – any consideration paid by E’E
· NO VALUE ON: meal / refreshment supplied - 
1. In canteen, cafeteria, dining room operated by E’R / on behalf of E’R

2.  During business hours / extended working hours / special occasions

3. Required to entertain clients on behalf of E’R

4. Board and meals provided with accommodation = dealt with as part of accommodation benefit

{E.g: E’R pays R20 meal for his E’Es during dining place close to where business situated. Provides each E’E with 20 coupons per month where E’Es must pay R160. 
Taxable benefit = Cost to E’R – consideration pd = [20 x R20] – [R160]}


	5. ACCOMODATION
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TAX BENEFIT =       VALUE                –            AMOUNTS PD BY E’E

(1) Is E’R = owner of the property?







A:                     Remuneration   [excl: Travel Allow. ; R to use motor vehicle; Residential accom.]
B:                      R59 750 

[B = 0 if: 1. E’R CO + E’E controls OR 2. E’E has option to purchase house or option given to spouse etc.]
C:                       17
                           18 ( At least 4 rooms + E’R pays for electricity OR furniture

                           19 ( At least 4 rooms + E’R pays for electricity AND furniture

D:                        # of months


	6. FREE OR CHEAP SERVICES
Service rendered by E’R to E;E 

service has been utilised by E’E for pvt use and no consideration / little has been paid

	Value of benefit = Cost to employer (to rendering / have it rendered) – any amount pd by E’E

· Travel Facility

- granted by E’R to enable E’E / relative to travel to any destination

- outside RSA 

- For private purposes

- value: lower of the fare payable by passenger – any consideration pd by e’e

- forward + return journey will be 1 journey

· NO VALUE:

1. Any travel facility provided by E’R to enable E’E / spouse / children to travel:

· To any destination in RSA 

· To destination outside RSA if it was taken in E’Rs ordinart course of business

2. transport service rendered to E’E from home to place of work (+ vice versa)
3. Services rendered at work for better performance; benefit enjoyed at work; recreational purposes that is used by E’Es in general
4. Any travel facility granted to E’E / spouse / child if:

· E’E is stationed > 250 km from work

· E’E required to spend more than 183 days at that place

· Facility granted iro travel between usual place of residence and specific place of where so stationed


	7. LOW INTEREST / INTEREST FREE LOANS
	· Value: amount of interest that would have been paid if it was at the official rate – any amount of interest paid by E’E

Eg: R10 000 x (8% - 5%)

· NB: Apportion

· NO VALUE: granting of  - 

1. casual loans or if loans < R3 000

2.  purpose of enabling E’E to further studies

· IF: bank provides loans to E’E at same rate as does to customers = it will only be a fringe benefit if the customer rate is lower than official rate



	8. SUBSIDIES IRO LOANS
E’R has paid any subsidy iro the amount of interest / capital repayments payable by E’E for a loan

E’R has made payment to a 3RD Party iro granting by the 3RD Party a low-interest . interest-free loan to E’E


	· Value: amount of subsidy paid iro amounts of interest or capitlal replayments
· Interest paid on a loan > official interest rate

- E’E obtains loan from bank

- required to pay interest @ 6.5%
- E’R will pay the difference between: normal rate of interest charged + 6.5%

- normal rate = 13%
- interest by E’R + E’E = 13% > Official rate (8%)

- payment deemed to be a subsidy
- value: 13% - 6.5% = 6.5%
· Interest paid on loan < official rate

- E’E obtains loan + pay interest of 6%

-E’R arranged to compensate institution for the loss of interest to a max of 6.5%

- Interest of E’E + E’R < Official rate (8%)

- Benefit regarded as low-interest loan

- Value of benefit = 8% - 6.5%



	9. PMT OF E’Es DEBT 

OR 

RELEASE E’E FROM OBLIGATION TO PAY DEBT


	· VALUE: amount paid by E’R or amount of the debt which E’E been released
NO VALUE

1. Fact that E’R has to pay subscriptions to professional bodies due by E’E   

     (condition of employment)

2.  Should new E’R grant low-I or i-free loan to E;E iot enable him/her to compensate old previous E’R for brusary / study loan

	10. MEDICAL SCHEME CONTRIBUTION
	· E’R contributes to the medical scheme on behalf of E’E & dependants

· VALUE: amount of contribution by E’R
· NO VALUE: PMT MADE ON BEHALF OF - 

1. Pensioner

2. dependants of pensioner after death of the pensioner

3. dependants of deceased E’E – if E’E was in employment on date of death

4. 65 or older



	11. MEDICAL COSTS INCURRED BY EMPLOYER
Costs incurred IRO: medical, dental, hospital, nursing, medicines
	· VALUE: amount incurred by E’R
· NO VALUE:

1. Resulting from provision of med treatment listed in any category prescribed by min of health

2. services are rendered / medicines given for purposes of complying with law

3.  Derived by –

· Person retired (due to ill health etc.)

· Dependants of that person

· Dependants of deceased employee that was in employ on date of death

· More than 65 yrs old

· Services are rendered by E’E to E’E in general at the place of work for better performance of their duties
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PVT km’s


Total km’s





X











(2) Exclusions apply?


Customary to provide 


Necessary to provide


B/F business purposes


All 3 must be met





(2) E’E has an interest in house?








Higher of :


1. Formula


2. Rent & other exp to E’R








NO








NO








YES








YES








(A – B)    X     C        X       D .


                      100            12








NO
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