BEL 300: GENERAL DEDUCTIONS FORMULA
GENERAL DEDUCTION FORMULA & PROHIBITED DEDUCTIONS

ORDER OF DEDUCTION
1. Specific deduction?			s11(b) – 19
2. General deduction formula?		S 11(a); positive test
3. Prohibited deductions			s23; negative test

	Theory
	Expansion
	Notes

	S11:

POSITIVE TEST
DEDUCTIONS ALLOWED
	General deductions allowed in determination of taxable income
	To d/mine TI derived from any person “CARRYING ON ANY TRADE” there shall be allowed as deductions

(a) Expenditure & losses actually incurred in production of income; provided exp & losses are not of a capital nature

	S 23
	Deductions prohibited
	No deductions shall be made iro
(g) any moneys claimed as deduction from income derived from trade to extent to which such moneys were not laid out / expended for purposes of trade

	FORMULA:

	1. Carrying on a trade
2. Expenditure and losses
3. Actually incurred
4. During YOA
5. In production of income
6. NOT of a capital nature
7. Laid out / present for purposes of trade
	*** all elements must be present





1. CARRYING ON A TRADE
	SECTION / TOPIC
	EXPANDED / SUB
	NOTES

	“TRADE”

	S1: 
	DEF “TRADE”







= wide
	Includes:
· Profession, trade, business, employment, calling, occupation
· Venture
· Letting of any property
· Use of / grant of permission to use:
· Patent, design, TM of ©
· Any other property = similar nature

Excludes
· Passive investment activities
· Interest; divs; annuities; pensions

BUT – TP speculates in shares + INTENTION = carry on a trade – classified as carrying on a trade


	
	“VENTURE”
	Transaction whereby TP RISKS SOMETHING with OBJECT of making profit

	
	“INTEREST INCOME”


PRACTICE NOTE 31:
	≠carrying on a trade
UNLESS moneylender


Interest exp incurred in production of interest income = deductible
LIMITED to interest “income”

	
	CASES:
	

	
	ITC 1476
	· Carrying on of trade involves “active step”
· Something more than watching over existing investments that are not income producing & are not intended / expected to be so
· Mere retention ≠ imply continuance of trade

	“CARRYING ON OF A TRADE”

	
	2 Questions:
	1. Is there continuity of activities?
Yes – then carrying on of a trade

2. Is the long-term objective of the trade to generate a profit? 
Yes – trade may constitute the carrying on of trade

	Carry on > 1 trade
	Can have more than 1 trade
	Calculation of TI:
· 1st consider each trade separately (income – exp)
· THEN add up NET amounts of each trade

	Profit motive
	Cases:
	

	
	ITC 1292
	· Test = real hope (reasonable possibility) to make profit
· Hope must ≠ be based on fanciful expectations


	
	De Beers
	· Absence of profit motive ≠ necessarily excl. tx from being part of TP trade


	
	ITC 1274
	· Act has NO REQ that TP should be aiming at net profit
· May deliberately sell articles at a loss


	
	Burgess
	· TP must be “carrying on a trade”
· Fact that no continuity / lack of profit motive ≠mean that trade not being carried on


	
	SAR PRACTICE
	· If there is no reasonable expectation of profit:
Exp > income is disallowed


	When does trade commence?
	
	· Where the object of the business is to earn income
· THEN this stage not reached until business in position to start earning

· Can only deduct exp when actual income-producing operations have started



	
	PRE-TRADE EXP


S11 A


REQUIREMENTS:
	· Exp. is normally only deductible if TP carrying on a trade

· Exp. incurred BEFORE TRADE is commenced = DEDUCTIBLE in year trade commenced


1. Incurred prior to commencement AND in preparation for carrying on trade
2. Exp would have been deductible ito s11, HAD that person started trading before incurring exp
3. Exp not deducted before









7.    LAID OUT / EXPANDED FOR PURPOSES 
        OF TRADE

· Exp. May be incurred partly for:
· Trade
· Private

· APPORTION EXPENSE

· Trade = deductible
· Non-trade (private) ≠ deductible

EXAMPLES TO APPORTION:

1. TIME:

· TP rents car
· Pays R200 per day + uses it for 10days
· 6days for business
· 4 days holidays
· Exp for 6 days deducted

2. PORTION OF FLOOR SPACE

· TP = DR WITH CONSULTING ROOM AT HOME
· TOTAL FLOOR AREA OF HOME = 160M²
· Consulting room = 40m² of that
· Expenses incurred
· Bond payments:			R240 000 (R60 000 and interest = R180 000)
· Electricity account for home: 		R18 000
· Cleaning cost for entire home: 	R6000
· Salary (Receptionist):			R84 000
· Telephone (80% buss)		

How much can TP claim from his practice at home ito s11(a) and 23(g)


2.  EXPENDITURE & LOSSES

	SECTION / TOPIC
	EXPANDED / SUB
	NOTES

	“Loss”:

	MEANING:
	JOFFE & CO
	· Somewhat obscure
· Not clear if different from “expenditure”
· Loss = involuntary
· Expenditure = voluntary

· Exp ≠ restricted to outlay of cash
· Incl. form other than cash
· Cost of asset “GIVEN” – amount of exp

· Use MV (Lace Proprietary Mines)





3. ACTUALLY INCURRED
	SECTION / TOPIC
	EXPANDED / SUB
	NOTES

	“Actually Incurred”:

	Meaning
	≠ necessarily incurred

Wider meaning
	· Does not need to be necessary
· SARS Can’t dictate how TP should operate his business

	
	
PE TRAMWAY
	· If actual expenditure complies with req’s of s11(a)
· = deductible
· Irrespective if necessary / not
[“excessive “exp ≠ be deductible]

	
	CALTEX OIL
	· Exp incurred ≠ exp actually paid

· Liability to pay expense = incurred = deductible

· Therefore may deduct:

· Exp actually incurred / paid; OR
· Amounts actually incurred and still owing (liability)
· 

	
	NASIONALIE PERS BPK
	· If no definite + absolute liability during YOA to pay
· Expenditure ≠ been “actually incurred”

· CLEAR LEGAL LIABILITY EXISTS = DEDUCT


	
	EDGARS STORES
	Principle 1:
· Only exp iro TP incurred
· UNCONDITIONAL LEGAL OBLIGATION 
· During YOA
· May be deducted

· If conditional  deduct when fulfilled

Principle 2:
· Estimates of contingent (uncertain) L’s
≠ exp incurred

· If exp incurred = can’t be quantified = amount must be estimated + is deductible

S24 – quantified amounts
· If acquire (A) for consideration ≠ quantified
· Unquantified portion deemed ≠ incurred
· When quantified = incurred

	
	GOLDEN DUMPS
	· Where @ end of tax year in which deduction claimed
· Outcome of dispute is not certain / undetermined
· Liability ≠ actually incurred
· NO DEDUCTION

· Look at agreement (ctr) of specific tx


	Acquire Asset as Capital Asset
	No s11(a) deduction
	· Change of intention
·  trading stock

· S11(a) deduction?

· Current MV
· Original historical cost







4. YEAR OF ASSESSMENT
	SECTION / TOPIC
	EXPANDED / SUB
	NOTES

	“YOA”

	NOT IN ACT
	
	· Not specifically mentioned in Act

· No exp incurred in particular YOA may be deducted in subsequent years

· If deduction NOT claimed in incurred ≠ be claimed in a later year


	
	FRK = MATCHING PRINCIPLE


TAX = EXP DEDUCTIBLE IN YEAR “Actually incurred”
	· Account expenditure = prepaid




· Tax exp incurred in current year = deductible

NB – Possible s23H prepaid exp limitation





5. IN PRODUCTION OF INCOME
	SECTION / TOPIC
	EXPANDED / SUB
	NOTES

	Income s1
	Income = GI + Special inclusions – Exemptions







S23(f)
	· No deduction if does not relate to production of income as defined

· EXP that lead to :

· Capital receipts OR
· Exempt income
≠ deductible

· No deductions shall be made iro exp incurred iro amounts rec / accrued which do not constitute income (s1)

	CASES

	
	PE ELECTRIC TRAMWAY
	1. Compensation paid to deceased dependents =
· In production of income
· NECESSARY CONCOMITANT OF TP’S BUSINESS ACTIVITIES
· Intention business = produce income
· Deductible

2. Legal costs for defending claim ≠ deductible
· NOT carried with intention of producing income
· Specific deduction for legal costs = s11(c)

IS EXP LINKED CLOSELY to production of income?

2 Q’s arise:
(1) What action gave rise to expenditure? (in POI?)
SUBJECTIVE TEST

(2) Is this action closely connected with (OR necessary concomitant of) the income-earning activities?
OBJECTIVE TEST

STEPS:
a. Identify “event” that led to expense

b. Event must have occurred as result of income earning activities = intentionally OR inherent risk

c. Identify exp resulting from event: exp must be closely linked to income earning operations to be seen as part of cost of operating it

	
	SUB-NIGEL
	· Not NECESSARY that expenditure produce “income” in same year exp. incurred
· Only = exp. was incurred with INTENTION to produce income

	
	JOFFE & CO
	· Event that led to expenditure must be necessary for business activities

· IN CASE: negligence ≠ concomitant ≠ deduction

· NB: negligence not ALWAYS conclusive

· ASK:
· Whether exp was incurred with PURPOSE OF PRODUCING INCOME
· (not if it produced income)

· NB: PURPOSE for which exp incurred
· Receive proceeds ≠ income OR
· Protect capital assets
THEN ≠ DEDUCTIBLE

	SPECIFIC ITEMS

	FINES &
BRIBES
	≠ DEDUCTIBLE





S23 (o)

	· Not necessary concomitant of income-producing activities
· Not in production of income

· In conflict with public interests

· Specifically prohibits deduction:
· Fines
· Unlawful kickbacks
· Bribes
· Penalties due to unlawful activities


	THEFT
	YES AND NO



RENDLE

ITC 1221
	· Necessary concomitant of business activities?
· Yes = deductible (supermarket)
· No = not deductible

· Close link btw theft + activites = deduct. Allowed

· Theft by manager / proprietor ≠ deductible (not inevitable concomitant)



	RECURRENT COSTS
	Some Recurring expenses not incurred in production BUT = allowed as deduction by SARS 
(only these will be tested!)
	1. PRACTICE NOTE 22:
· Printing of annual F/S
· Annual listing costs on JSE
· Compensation of transfer secretary
2. PRACTICE NOTE 37
· Pmt to accountants + bookkeepers + tax consultants
· Admin costs that pensioners pay to bank


	REMEMBER
	EXPENSES: 
	1) Must be Incurred for purpose of earning income

2) Iro exempt income (dividends) ≠ deductible

3) Need not lead to income

4) Necessary closely-connected risk of business iot deducted






6. NOT OF CAPITAL NATURE

	SECTION / TOPIC
	EXPANDED / SUB
	NOTES

	NOT IN ACT
	
	· Capital exp ≠ deductible
· No def exists

	TESTS & STANDARDS
	
	a. True nature of tx
b. r/ship btw exp + income earning operations
c. creation of enduring benefit for business
d. fixed vs floating capital exp
e. once off exp
f. nature of buss activities
g. No “half-way” house btw capital + revenue nature


	
	a. TRUE NATURE OF TRNS
	· Look at nature of trns to d/mine if exp = deductible
= New State Areas

· PURPOSE with which exp incurred:
· Acquire capital (A) that will produce income = capital nature

· For cost incidental to income producing activites = not capital nature (even if lump sum pmt)



	
	b. R/SHIP BTW EXP & INCOME EARNING OPERATIONS
	· NEW STATE AREAS:
· D/mine r.ship btw expenditure &
· Income producing structure (cost of estab.)
· Income producing activities & Money spent creating / acquiring an income earning concern = capital

· GEORGE FOREST TIMBER
· Money spent in acquiring an income-producing concern = capital nature
· Invested to yield future profit
· Money spent in acquiring source of profit = capital
Vs
· Money spent produce income = revenue nature


	
	c. CREATION OF AN ENDURING BEENFIT
	· BPSA
· EXP incurred to create “enduring benefit”
· = capital in nature

· “Enduring benefit”
· Q of fact + must be d/mined with reference to the relevant time period of an asset = capital in nature



	
	d. FIXED VS FLOATING CAPITAL EXP
	· What is exp related to?

· Floating capital exp = deductible

· Fixed capital exp ≠ deductible


	
	e. “ONCE – OFF” EXP
	· Normally cap exp = nature of a lump sum

· Non-capital exp: recurrent nature

· Test not always conclusive 


	
	f. NATURE OF THE BUSINESS
	· RAND MINES:
· Costs incurred in acquiring buss contract = capital nature
· Capital since cost expended was to acquire income-earning R / structure


	
	g. NO “HALF WAY” BTW CAPITAL & REVENUE NATURE OF EXP
	· TUCK V CIR
· Court sanctioned apportionment of income btw capital & noncapital element

· Apportionment possible


	EXAMPLES:
	
	· Obtain goodwill = capital vs exp for continuing advertisements = revenue

· Purchase of PPE = capital vs purchase of trading stock = revenue

· Costs to improve assets = capital vs repairs to assets = revenue

	SPECIFIC TRANSACTIONS
	Self-study
7.9
	· 





S23:	NEGATIVE TESTS (PROHIBITED DEDUCTIONS)
Irrespective of whether s11(a) is applicable – deduction of certain exp. is prohibited ito s23

	EXPENSE
	SECTION / CASE
	INFORMATION

	Maintenance of any taxpayer
	23(a)


CIR V HICKSON
	· Cost incurred in maintenance of any TP; family ; establishment

· Means = to feed himself; family
· Providing with necessities of life & comforts
· Maintaining a certain std of living
· Keeping up the establishment

	DOMESTIC / PRIVATE EXP
	23(b)
	· Incl.: rent / cost of repairs
· Exp. in connection with any premises not occupied for purposes of trade
· Dwelling-house / domestic premises

· NO deduction

· EXCEPT – part which is used for business purposes

· NB: A part will not be deemed to occupied for business purposes UNLESS (prove -)

1. Specifically equipped for the purposes of the TP’s trade, AND
2. Regularly & exclusively used for business purposes

· NO deduction allowed iro private residence when TP’s trade constitutes any employment / office – UNLESS:

3. INCOME is derived mainly (>50%) from commission AND his duties are MAINLY performed in a place otherwise than in an office provided by his employer;

OR

4. Duties are performed MAINLY in qualifying part of any dwelling house / domestic premises
[E’R requires TP to work only from home]

# EXAMPLES ON SLIDE

NB  - to qualify as deduction: (not prohibited ito s23)
· Relevant part of home must be specifically equipped & regularly & EXLCUSIVELY used for buss purposes

	RECOVERABLE EXPENDITURE
	23 (c)
	· Loss / exp.
· Would otherwise be deducted
· To extent to which it is recoverable under any ctr of insurance, guarantee, security or indemnity
· NOT be allowed as deduction


	INTEREST; PENALTIES; TAXES
	23(d)
	· Taxes levied ito Income Tax Act
· Income tax; donations tax; penalties; interest
· Additional tax ito VAT-Act


	PROVISIONS & RESERVES
	23(e)
	· Income carried to any reserve fund / capitalized in any way
· Not actually incurred – no unconditional Liability


	EXPENDITURE INCURRED TO PRODUCE EXEMPT INCOME
	23(f)





NEMOJIM:
	· Exp incurred iro amounts not incl in “income” ≠ deduction
· (exempt income or not GI)

· E.g – interest on loan used to finance shares on which dividends earned

· Look @ Closeness of the connection btw the exp. incurred & exempt income rec / accrued
· Have regard to purpose of exp. & what expending actually affects

	NON-TRADE EXPENDITURE
	23(g)
	· If not for purposes of trade ≠ deduction

	NOTIONAL INTEREST
	23(h)
	· Notional interest that COULD have been earned on capital employed in business


	DEDUCTION CLAIMED AGAINST RETIREMENT FUND LUMP SUM
	23(i)
	· Exp. / loss that can be claimed as a deduction from any retirement fund lump sum benefit OR retirement lump sum withdrawal benefit

	EXP INCURRED BY LABOUR BROKERS & PERSONAL SERVICE PROVIDERS
	23(k)
	· Labour broker = who does not have an exemption certify
· Personal service provider (eg – Co with 1 SH & 1 client)
· No deduction

UNLESS (these are deductible)
· Paid / payable to E’E AND it will be taken into acct in that E’Es TI; OR

· Exp iro premises; finance; insurance ; repairs; fuel and maintenance

· Legal fees; bad debts



	 RESTRAINT OF TRADE
	23(l)
	· Exp incurred iro restraint of trade
· UNLESS if allowed by s11(cA)


	EXP RELATING TO EMPLOYMENT / OFFICE
	23(m)
	· Exp, loss, allowance
· Relates to any employment / office held iro remuneration is earned

EXCEPT
· TP who mainly (>50%) earns commission

ONLY THESE MAY BE DEDUCTED BY SALARIED E’E’s:

· PF & RAF 
· Legal expenditure
· Wear & tear
· Bad debts
· Provision for bad debts
· Pmts ito s11(nA) & s11(nB)
· Pmt of premiums on insurance policy for cover against loss of income PROVIDED that amounts TP will receive iro policy = taxable
· Deductions allowable ito s11(a) + (d) iro rent / exp relating to house / domestic premises = PROVIDED NOT PROHIBITED ITO S23(b)


	GOVERNMENT GRANTS
	23(n)
	· NO deduction / allowance iro

· Any asset OR expenditure

· To extent that amount is granted / paid to TP

· + is exempt ito s10

· For purposes of the acquisition of that asset

· Purposes of funding of that expendirute



	UNLAWFUL ACTIVITIES
	23(o)
	· Corrupt activities
· Fines & penalties imposed as result of unlawful activities

· Unlawful activity in RSA
· OR any country if that activity would have been unlawful in RSA

INTERPRETATION NOTE 54


	DOUBLE TAXATION
	23B
	· None of the specific deductions can be claimed if the exp. have already been deducted ito another section of the Act

· Not entitled to claim s11(a) if exp. Is dealt with under specific deduction

· i.e: specific deduction overrules s11(a)


	COSTS OF ASSETS & VAT
	23C
	· TP = vendor as defined in VAT-ACT
AND
· TP = is / was in prev YOA entitled to s16 (VAT ACT) to deduction of input tax

THEN = 
· AMOUNT OF SUCH INPUT = EXCLUDED FROM COST / MV OF A / AMOUNT OF SUCH EXPENDITURE


· If TP can claim VAT = CP EXCL FROM VAT
· IF TP CANT claim VAT = CP + VAT

MV: 
· inclusive of VAT
· Reduce by actual VAT input
· NOT 14/114



	LEAVE PAY
	23E
	· Provisions normally not deductive: s23(e)
· BUT s23E = exception to the rule

· Provide at end of year: If E’E became entitled to leave during the year but di dnot take the leave

· ONLY deductible if E’R ACTUALLY PD or if E’R LEGALLY OBLIGED to pay

· Only d/mined at YE!





	PREPAID EXPENDITUREOther than exp. incurred iro acquisition of trading stock

	23H

TEST:

<6MNTHS
<80’ AGGREGATE
	· Limits amount of exp. iro deduction shall be allowable

· S11(a) : General
· S11(c): Legal exp
· S11(d): repair
· S11(w): policies
· S11A: pre-trade
· S11D: research

· Exp. Actually incurred
· In YOA
· Iro
· G / S:   have not be supplied / rendered to such person
· Any other benefit: period to which exp. Relates

· During such YOA

RESULT: amount of exp. To be deducted = LIMITED TO G/S which are received in CURRENT YOA


Application:
1. Is expense in terms of Legislation?
If NO: go to (2)

2. G/S are supplied within 6 months after the YOA?
IF YES: no limit
IF NO: go to (3)

3. Is aggregate of ALL the amounts subject to this section < R100 000?
If YES: no limit
IF NO: limited by s23H






SPECIAL DEDUCTIONS
EVEN THOUGH CANNOT BE DEDUCTED ITO GENERAL DEDUCTION FORMULA – MAY QUALIFY
	SPECIAL DEDUCTION
	SECTION
	INFORMATION

	PRE-TRADE EXPENDITURE
	11A
	· APPLICABLE TO:
· Any Exp. / loss actually incurred
· Prior to commencement of and in preparation of trade to which it relates

· REQUIREMENTS:
· Exp. / loss would have been deducted ito s11 had it incurred after commencement of that trade
· Not allowed as deduction in YOA or any previous YOA

· WHEN CAN CLAIM DEDUCTION?
· In YOA in which commence trade

· DEDUCTION RESTRICTED
· Restricted to income of that trade for the Y/A
· “Ring-fenced”

Look at diagram on “deduction slide”


	LEGAL EXPENSES
	11 (c)
	· Legal costs incurred in production of income
· Allowable deductions:
1. Fees for legal practitioners
2. Exp. to obtain expert’s opinion
3. Court fees, witness fees, tax costs
4. Costs of sheriffs & messengers of court
5. And any similar

· REQUIREMENTS:
A. Actually incurred during YOA
B. Iro any claim, dispute of action at law
C. In course of carrying on a trade
D. NOT of capital nature
E. Expenses must be iro claim by / against TP which will be taxable if he wins case & deductible if loses case

· S23H may limit deduction if all services will not be rendered to TP during YOA

· Capital exp. not deductible
· Exp. Incurred not allowed if PMT defended / amount rec was not allowed ito s11(a) / incl in GI

	RESTRAINT OF TRADE
	11 (cA)
	· GENERAL = Not deductible (capital)
BUT
· Made on / after 23rd FEB 2000: 
· Amount actually incurred
· As compensation iro any restraint of trade imposed on any person who is: natural person
· To extent that amount constitutes INCOME in hands of person to whom it is paid

LIMITATION – deduction will not exceed in any 1 YEAR
LESSOR OF:
· AMOUNT INCURRED ÷ NUM OF YEARS OF RESTRAINT
or
· ⅓ OF AMOUNT INCURRED

· Deduct over period to which relates BUT MINIMUM PERIOD FOR WRITING OFF = 3 YEARS



	REPAIRS
	11(d)
	· ALLOWS:
· Exp. Actually incurred during yr
· On REPAIR of property occupied for purpose of trade / iro income receivable (rent)
· REPAIR machinery; implements; utensils & other articles used in trade; OR
· For beetle treatment of property

· “REPAIR”
· Reason for exp = most NB test

· IF (A) NEEDED TO BE REPAIRED; then it is a repair:

· Restoration by RENEWAL / REPLACEMENT of SUBSIDIARY PARTS

· IF EXP INCURRED TO IMPROVE (A):
· Then NOT repair
· = improvement
· Claim capital allowance

· REPAIRS VS IMPROVEMENTS:
· “repair” = fully deductible
· “improvement” = capital allowances will apply

REPAIR:
· Restoration by renewal / replacement
· Not necessary that materials used are identical = AFRICAN PRODUCTS
· Restores to original condition
· INTENTION OF TP = to restore to original = repair

IMPROVEMENT
· Incr. in income-earning capacity
· Lead to improved / better asset


	BAD DEBTS
	11(i)
	· Deduction iro amounts which are due to TP 
· become BAD during YOA
AND
· Were incl in TP’s income during current / any prev YOA

· Bad debt arising from money lent to E’E = NOT deductible = since amount of debt would never have been included in lender’s income

· Bad debt from sale of goods = deductible = amount of debt included in TP’s income


	DOUBTFUL DEBTS
	11(j)
	· Debtors that commissioner regards as doubtful

· Complete list of all doubtful debts = submitted each year

25% of list allowed as deduction IF:
· Debts would have been allowed as “bad debts” deduction
· Allowance must be added back in following year

NO LIST = use formula
· Y = M X N

    Y:         Allowance to be made for doubtful debts

    M:       average of bad debts written off – bad debts recovered over 
                period of 5 years [express as % of annual credit turnover]

     N:       outstanding DR’s balances @ close of YOA – bad debts 
                written off


	CONTRIBUTIONS BY E’R TO PENSION PROVIDENT & BENEFIT FUNDS
	11(l)
	· NB: DEDUCTION FOR EMPLOYER: 
· REQUIREMENTS -
· If contribution is LUMP SUM: 
· commissioner may allow deduction in yearly instalments

· If contribution per E’E > 10% of “approved remuneration”:
· Commissioner may disallow entire OR
· Disallow everything above 10%
· PRACTICE:
· Commissioner allows contribution of 20% above “approved remuneration”

· APPROVED REMUNERATION:
· Fair & reasonable remuneration in relation to value of E’Es services

EXAMPLE NB ON SLIDE “Deductions” (21)


	SHARES ISSUED BY E’Rs ito s8B
(Broad Based E’E Share schemes)
	11(lA)
	· Deduction available to E’R

· E’R receives the deduction for the market value of the shares LESS compensation paid by the E’E
· LIMITED TO R10 000 p/a per E’E

· Fringe benefit to E’E if the MV of the shares exceed R50 000 in 5 year period

EXAMPLE SLIDE 24


	ANNUITIES PAID TO FORMER E’Es ON RETIREMENT
	11(m)
	(1) FORMER E’Es
· DEDUCTIBLE IF RETIRED DUE TO –
· Old age
· Ill health
· Infirmity

(2) DEPENDANTS OF FORMER E’Es
· Person must have been dependent for maintenance upon former E’E immediately before death

(3) FORMER PARTNERS (later)
· Retired due to old age; ill health; infirmity
· Was partner for at least 5 YEARS
· Amount paid = reasonable in light of services & profits
· Pmt must not be in lieu of anything else (goodwill)
· Genuine annuity


	RAF
	11(n)
	Later

	REPAYMENT OF E’E BENEFITS
	11(nA)
	· Amount rec / accrued

· iro services rendered / to be rendered (incl voluntary award)

· iro / virtue of any employment / holding of any office as was incl in TI of that person

= is refunded by that person
· amount refunded = qualifies to be deducted AND
· not prohibited by s23(m)

· eg: maternity benefits repaid. Initially included in GI. IF E’E reays, can deduct under s11(nA)


	REPAYMENT OF E’E BENEFITS
	11(nB)
	· any amount rec / accrued
· as compensation for any restraint of trade imposed

= is refunded by that person

· Amount refunded = qualifies as deduction AND
· Not prohibited ito s23


	OTHER DEDUCTIONS
	11(X)
	· Deductions of amounts allowed ito any prov’s other than s 11

· Bring into s11 all other deductions under any other section (normal tax) of the Act

· Definition of “taxable income”

	MEDICAL LUMP SUM
	12M
	· Some E’Es ito ctr of employment = are entitled that their former E’Rs make contributions to medical scheme AFTER retirement

· E’R has liability 

· E’R would like to get this conditional liability OFF the books & makes pmt to E’E

· ALLOWED AS DEDUCTION FROM INCOME OF TP :

· Expense: any amount paid by way of lump sum during the YOA by TP

· To former E’E of TP:   OR
· WHO has retired from TP’s employ on grounds of old age; ill health; infirmity

· To any dependent of that former E’E

· Under Any policy of insurance
· Taken out with insurer solely iro 1 / more former E’Es / dependents

	
	
	· REQUIREMENTS:
· Lump sum on / after 1 SEPTEMBER 2009

· Amount is not otherwise deductible

· Amount it paid for purposes of making any contribution – iro any former E’E / dependent

Ex - 8.3 SILKE


	DONATIONS
	S18A
	· DONOR (TP)
· Donation
· Sum of any:
· Bona fide donations by TP
· In cash / property 
· Actually paid / transferred during YOA

· RECIPIENT (DONEE)
· Any public benefit organisations incorporated in RSA

· Any institution, board / body established by / under any law
= carries on in the RSA any public benefit

· Specialized agencies – agrees in writing to comply with s18A req’s
· 
· Gov / prov administration / municipality = to be used for public benefit

· DONATION: made when -
· LEGAL FORMALITIES FOR VALID DONATION COMPLETED
[≠ when subject matter delivered]

CALULATION:   limited to -
· 10 % of taxable income 
· (excl. retirement fund lump sum & retirement lump sum withdrawal benefit)
· BEFORE any deduction under s18A donation or 18 medical & dental

· Ltd = actual donations made by TP during YOA

· Need to be in possession of s18A receipt 
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