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Farming income is subject to the provisions of the First Schedule to the 
Income Tax Act.  

Summary	of	the	First	Schedule’s	Main	Paragraphs

Rating	Formula	Applicable	to	Farmers
Because a farmer’s income fluctuates from year to year, a farmer who is a 
natural person may elect to be taxed in accordance with a rating formula. 
The formula is based on the average taxable farming income in the current 
and preceding four years. Should he elect to make use of this formula, it 
is binding upon him in future years and he is not permitted to make use of 
the provisions relating to government livestock reduction schemes, rating 
formula for plantation farmers and provisions relating to sugar cane farmers.
For a farmer commencing farming operations the average taxable income 
from farming in the first year of assessment ending on or after 1 January 
2008 will be two-thirds of the taxable income for that period.

Capital	Development	Expenditure
The following items of capital expenditure, incurred during a year of 
assessment, are deductible against farming income:
• expenditure which is not restricted to taxable income from farming:
 - eradication of noxious weeds and invasive alien vegetation and 
  prevention of soil erosion
• expenditure which is restricted to taxable income from farming:
 - dipping tanks, building of roads and bridges for farming operations
 -  dams, irrigation schemes, boreholes, pumping plants and fences
 -  additions, erection of, extensions and improvements to farm buildings 
  not used for domestic purposes 
 - costs of establishing the area for the planting of trees, shrubs and 
  perennial plants  
 - carrying of electric power from main power lines to farm machinery   
  and equipment.
The excess expenditure over taxable income from farming is carried forward 
to the next year of assessment.
Machinery, implements, utensils and articles for farming purposes are written 
off over three years on a 50:30:20 basis.  This does not apply to motor 
vehicles used to convey passengers, caravans, aircraft (excluding crop- 
spraying aircraft) or office furniture and equipment. Normal wear and tear 
may be claimed on these items.

Non-Farming	Income
Income from non-farming sources should be shown separately. The most
common examples of non-farming income include:
•  income derived from carrying on a trade other than farming
•  rental income from farmland
•  interest received
•  annuities.

14 – 16 Plantation farming
17 Sugar cane destroyed by 
 fire
19 Rating formula for farmers 
 (who are natural persons)
20 Expropriation of farming
 land

2 – 5 & 9 Valuation of livestock and produce
6 – 7 Election of standard values
8 Ring-fencing of livestock acquisitions
11 Donations and in specie dividends
12 Capital development expenditure
13 Forced sales and drought relief
 provisions

TAXATION	OF FARMING INCOME
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Foreign	Capital	Allowance
Individuals, 18 years and older, in good standing with SARS, can invest up 
to R10 million (prior to 1 April 2015 : R4 million) per calendar year abroad, 
subject to obtaining a SARS tax clearance certificate. Income accruing 
thereon may also be retained abroad.
Individuals who wish to invest amounts in excess of R10 million may make 
an application to the South African Reserve Bank (SARB) together with the 
relevant tax clearance certificate for consideration.
Single	Discretionary	Allowance
Individuals 18 years and older are permitted to transfer up to a limit of   
R1 million (2010 : R750 000) per calendar year without the requirement to 
obtain a tax clearance certificate which can be used to cover inter alia,
donations to missionaries, maintenance, gifts and loans, travel, study, 
alimony and child support, wedding expenses and foreign investment.
Applications in excess of the R1 million will be considered on a case by case 
basis. Individuals, younger than 18 years, only have a travel allowance of 
R200 000 (2010 : R160 000) per calendar year.
Specialised	Medical/Dental	Expenses	Abroad
No limit, provided supported by original documentary evidence of expenses.
Directors	Fees
Subject to certain conditions and documentation, no limit is applicable to 
directors fees paid to non-residents, including emigrants. 
Guarantees	by	Residents	for	Foreign	Liabilities
Individuals may raise loans abroad to finance the acquisition of foreign 
assets without recourse to South Africa. Under no circumstances may local 
guarantees or suretyships be issued or South African assets be encumbered.
Emigrants
Where the foreign capital allowance has not been fully utilised, emigrants are 
permitted to increase the allowance up to:
• R20 million (2015 : R8 million) per calendar year per family unit
• R10 million (2015 : R4 million) per calendar year per single emigrant
Household and personal and other effects (excluding coins which are legal 
tender in South Africa) may be exported within an overall insured value of 
R2 million per family unit or single emigrant.
In addition the balance of the single discretionary allowance limit, may be 
accorded once within 60 days prior to departure.
Local	Visits	by	Emigrants
There is no limit on the daily utilisation of an emigrant’s South African funds 
during a visit by an emigrant but these funds may not be loaned to a South 
African resident unless permission is obtained. Direct return airfares may be 
paid locally from such funds.
Remittable	Income	to	Emigrants
Certain forms of income earned by an emigrant on his remaining South 
African assets are freely remittable abroad, after providing for tax.
Inheritances
Non-residents are entitled to transfer their inheritance from resident estates 
abroad, subject to certain documentary requirements. Former South African 
residents must have completed emigration formalities to qualify.

EXCHANGE	CONTROL REGULATIONS 
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Foreign	Investment	in	South	Africa
Non-residents may freely invest in South Africa provided that such 
transactions are concluded at arm’s length. The proceeds on disposal of 
non-resident owned assets may be remitted freely subject to certain 
conditions. Interest and dividends are also freely remittable. Loans by non- 
residents to South African residents are subject to specific criteria and 
recording rules.
Outbound	Investments	by	Companies
Authorised Dealers (approved commercial banks) may approve investments 
up to R1 billion (2015 : R500 million) per calendar year. 
Approval from the SARB will be required for foreign direct investments 
exceeding this limit. South African companies are allowed to make bona fide 
new outward foreign direct investments outside their current line of business 
excluding passive real estate investments.
Authorised Dealers may allow additional working capital funding subject to 
certain criteria. South African companies may now acquire between 10% 
and 20% equity and/or voting rights, whichever is the higher, in a foreign 
target entity which may hold investments and/or make loans into any 
common monetary area country.
Dividends declared by the offshore subsidiary may be retained abroad.
Restrictions	on	Local	Financial	Assistance
Local financial assistance subject to the 1:1 ratio is available to:
• emigrants, where rand balances or rand assets are used as collateral
• non-residents, if the borrowing is required for the acquisition of 
 residential or commercial property in South Africa and/or for financial 
 transactions
• affected persons, if the borrowing is required for the acquisition of 
 residential property in South Africa or for financial transactions
• non-resident wholly owned subsidiaries, if the borrowing is required for 
 the acquisition of residential property in South Africa or for financial 
 transactions.

Forward	Cover
South African companies may cover forward up to 75% of budgeted import 
commitments or export accruals in respect of the following financial year, 
subject to certain conditions.
International	Headquarter	Companies
Newly established headquarter companies in South Africa may, subject to 
registration with the SARB for reporting purposes, invest offshore without 
restriction, subject to certain shareholding and asset criteria.
South	African	Holding	Company	for	African	and	Offshore	Operations
Listed entities on the JSE and unlisted entities can now establish one 
subsidiary in South Africa to hold African and offshore operations, which 
will not be subject to exchange control restrictions, subject to certain 
conditions.
Residents	Working	Abroad	Temporarily
Remuneration earned whilst physically working abroad can be retained 
offshore. Residents temporarily abroad may use the single discretionary and 
foreign capital allowances without returning to South Africa. They may 
continue to use their local debit or credit cards within the overall single 
discretionary allowance limit. Income from pension and retirement annuity 
funds may be transferred abroad as well as monetary gifts and loans.
Imports	Payments	by	Credit	or	Debit	Cards
Residents can make permissible foreign exchange payments for small 
transactions up to a limit of R50 000 per transaction using their credit or 
debit card.
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As from 1 April 2018, VAT is payable at 15% (previously 14%). The system 
provides for three types of supplies:
• Standard-rated	supplies – supplies of goods or services subject to the
 VAT rate in force at the time of supply
• Exempt	supplies – supplies of certain goods or services not subject to
 VAT. Vendors making exempt supplies only are not entitled to input credits
• Zero-rated	supplies – supplies of certain goods or services subject to
 VAT at zero per cent. Vendors making zero-rated supplies are entitled to 
 input credits. Zero-rated supplies include certain basic food items, export 
 sales and services (subject to specific requirements) and the supply of 
 a going concern. Supplies from South Africa to an Industrial Development 
 Zone will be treated as exports. 
Where a vendor makes mixed supplies of standard or zero-rated supplies 
together with exempt supplies the input credits are apportioned. Input credits 
on direct and indirect expenses relating to exempt supplies cannot be claimed.
Input credits may in general not be claimed in respect of motor 
vehicles (including sedan and double-cabs) and entertainment.
All fee-based financial services are subject to VAT with the exception of:
• premiums payable in respect of life policies issued in terms of the 
 Long-term Insurance Act and contributions to pension, provident, 
 retirement annuity and medical aid funds 
• buying or selling of derivatives or granting of options.

Registration	Requirements
As from 1 March 2009, a vendor is required to register for VAT if taxable 
supplies in any 12 month period exceeds or is likely to exceed R1 million.
As from 1 April 2014, the compulsory VAT registration requirement was 
extended to existing or future businesses that have a written contractual 
commitment to make taxable supplies exceeding R1 million within the next 
12 months.
Where turnover is less than R1 million in a 12 month period, but exceeds 
R50 000, a vendor can register voluntarily.
In the case of commercial rental establishments, the voluntary registration 
threshold is R120 000 (prior to 1 April 2016 : R60 000).
Notional input tax can be claimed as a “change in use” adjustment, on capital 
assets owned as at the date of registration as a vendor.
For years of assessment commencing on or after 1 March 2012, a registered 
micro-business may also be registered as a vendor for VAT purposes.
Where turnover is less than R30 million in a 12 month period, VAT returns may 
be rendered every two months. Where turnover exceeds R30 million a monthly 
VAT return is required to be rendered.
Farmers, with a turnover of less than R1,5 million, may render VAT returns 
every six months.
Normally a vendor accounts for VAT on an invoice basis. Where turnover in a 
12 month period is likely to be less than R2,5 million, the vendor can apply to 
be placed on a payment basis if the vendor is a natural person or an 
unincorporated body of persons whose members are natural persons. 
A tax invoice exceeding R5 000 (2013: R3 000) must be dated, have an 
individual serialised number and reflect both the seller’s and purchaser’s trade 
name, address, VAT registration number, description and quantity of goods, VAT 
amount and display the words “tax invoice”, “VAT invoice” or “invoice”.

VALUE-ADDED	TAX ( VAT )
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As from 10 January 2012, property developers who let residential property prior 
to a sale were granted temporary relief from the VAT change in use rules. The 
relief applied for a maximum period of 36 months per unit if the developer was 
unable to sell the property due to a lack of demand. If the rental period exceeds 
36 months, the deemed change in use applied, based on the market value of the 
property on that date. The concession ceased to apply from 1 January 2018.

VAT	RELIEF		 FOR DEVELOPERS 

VAT	RELIEF		 INTER-GROUP 
As from 10 January 2012, group debt older than 12 months is not subject to the 
VAT charge back provision and the group creditor is not entitled to claim a VAT 
input deduction for a bad debt written off.

PATENT AND INTELLECTUAL PROPERTY

A taxpayer may claim an allowance for the cost of acquiring any invention, 
patent, design, copyright, other property of a similar nature or knowledge 
connected with the use of such patent, design, copyright or other property or 
the right to have such knowledge imparted.
Where the cost exceeds R5 000, the allowance is limited to:
• 5% of the cost in respect of any invention, patent, copyright or other 
 property of a similar nature
• 10% of the cost of any design or other property of a similar nature.
Where the intangible asset was acquired from a connected person the allowance 
is limited to the cost to the connected seller less allowances claimed by the seller 
plus recoupments and taxable capital gain included in the seller’s income.
No allowance	is allowed in respect of any expenditure incurred by the taxpayer
in respect of the acquisition of any trademark or property of a similar nature on 
or after 29 October 1999.

As from 1 March 2004, losses from secondary trades are ring-fenced and are not 
available for set-off against income from any other trade.
It will only apply to an individual whose taxable income, before setting off any 
assessed loss or balance of assessed loss, is equal to or exceeds the level at 
which the maximum rate of tax is applicable.
For the restrictions to apply the person must have incurred an assessed loss  
from the secondary trade in at least three years of assessment during any five 
year period, or have carried on any of the following ‘suspect’ trades:
• Any sporting activities
• Any dealing in collectables
• The rental of accommodation, vehicles, aircraft or boats (unless at least  
 80% of the asset is used by persons who are not relatives of such 
 person for at least half of the year of assessment)
• Animal showing
• Farming or animal breeding (otherwise than on a full-time basis)
• Performing or creative arts
• Gambling or betting.
The taxpayer will be able to circumvent these provisions if he can prove that 
there is a reasonable prospect of deriving taxable income within a reasonable 
period and where he complies with other tests, unless losses have been incurred 
in at least six out of ten years.

ASSESSED	LOSSES		 RING-FENCED 
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A recreational club is a non-profit organisation which provides social and 
recreational amenities or facilities for its members.
The annual trading income exemption is the greater of 5% of total 
membership fees and subscriptions or R120 000 (2010 : R100 000).
Income in excess of this exemption is subject to tax at 28%.
An approved recreational club is exempt from provisional tax.

RECREATIONAL CLUBS

Levies received by sectional title body corporates or share block companies 
are exempt from income tax. In addition to this exemption all other receipts 
and accruals are exempt up to a maximum of R50 000 per annum.
Income in excess of this exemption is subject to tax at 28%.
Sectional title body corporates and share block companies are exempt from 
provisional tax.

BODY CORPORATES

PUBLIC BENEFIT ORGANISATIONS
A public benefit organisation (PBO) must carry out certain public benefit 
activities in a non-profit manner substantially in South Africa. 
The annual trading income exemption is the greater of 5% of total receipts 
and accruals or  R200 000 (2010 : R150 000).
Income in excess of this exemption is subject to tax at 28%.
An approved public benefit organisation is exempt from provisional tax.

Donations to certain aproved PBO’s qualify for a tax deduction:
Companies	and	Trusts - limited to 10% (2007 : 5%) of taxable income 
before the deduction of donations.
Individuals - limited to 10% (2007 : 5%) of taxable income, excluding
retirement lump sum payments and severance benefits, and before the 
deduction of donations.
As from 1 March 2014, donations in excess of the 10% threshold may be 
carried forward to the next tax year.
Employees may also enjoy PAYE reductions when regular donations are 
made by way of salary deductions not exceeding 5% of net remuneration.

DEDUCTIONS DONATIONS

SPECIAL ECONOMIC ZONES

As from 27 January 2016, a company operating in a special economic zone, 
and as from 9 February 2017, certain companies located in an industrial 
development zone, will qualify for:
• a lower company tax rate of 15% 
• an enhanced new and unused building allowance at a rate of 10% 
• an enhanced employment incentive for all employees, without an age 
 restriction, earning below R60 000 per annum.
In order to qualify the company must be formed and effectively managed in 
South Africa and generate at least 90% of its income within the zone.
This incentive ceases to apply from 1 January 2024 or 10 years after the 
commencement of the carrying on of business in a special economic zone.
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The participant in or the promoter of a reportable arrangement is obliged to 
report the arrangement to SARS within a period of 45 business days of the 
date that such arrangement was entered into. A participant is any person 
who directly or indirectly derives a tax benefit or financial benefit from the 
arrangement. A promoter is the person principally responsible for organising, 
designing, selling, financing or managing the arrangement. 
These arrangements include:
 • financing transactions whereby the calculation of interest, finance 
  costs or similar fees are wholly or partly dependent on the tax 
  treatment of that arrangement and provision has been made for the 
  variation of such finance fees, and if the potential amount of the 
  variation exceeds R5 million
 • any arrangement which would have qualified as a hybrid equity 
  instrument (except in the case of listed instruments) if the prescribed 
  period for that provision was 10 years
 • a share buy-back transaction on or after 3 February 2016 with one or 
  more shareholders for an aggregate amount exceeding R10 million 
  and that company issued or is required to issue shares within 
  12 months of entering into the share buy-back
 • contributions or payments made by a resident, on or after 
  16 March 2015, to a foreign trust where that person has or acquires 
  a beneficial interest in that trust and the total contributions made 
  before and after that date, or the value of interest exceeds or is 
  reasonably expected to exceed R10 million, subject to certain 
  exceptions 
 • the acquisition of a direct or indirect controlling interest in a 
  company on or after 3 February 2016, which has carried forward or 
  reasonably expects to carry forward an assessed loss exceeding 
  R50 million 
 • an arrangement between a resident and a foreign insurer in terms of 
  which an aggregate amount exceeding or reasonably expected to 
  exceed R5 million is payable to the resident and any amount payable 
  on or after 16 March 2016, is determined mainly by reference to the 
  value of particular assets or categories of assets that are held by or 
  on behalf of the foreign insurer or by another person 
 • the rendering of consultancy, construction, technical and managerial 
  services to a resident or a permanent establishment in South Africa in 
  terms of which a non-resident was or is anticipated to be physically 
  present in South Africa for the purposes of rendering such services 
  and the expenditure in respect of those services incurred or to be 
  incurred on or after 3 February 2016, exceeds R10 million and does 
  not qualify as remuneration. 
There is no reporting requirement where the aggregate tax benefit does not 
exceed R5 million or where the tax benefit which is derived is not the main or 
one of the main benefits of the arrangement. 
The failure to disclose a reportable arrangement within 45 business days will 
result in the imposition of monthly penalties (limited to 12 months) of R50 000 
for the participant and R100 000 for the promoter. The penalties are doubled 
if the amount of the anticipated tax benefit exceeds R5 million and tripled if 
the benefit exceeds R10 million. 

REPORTABLE ARRANGEMENTS
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As from 1 October 2012, a permanent Voluntary Disclosure Programme 
is available to assist taxpayers to regularise their tax affairs.
The relief applies to penalties (excluding penalties for late submission), 
understatement penalties (previously additional tax) and criminal prosecution, 
but does not include foreign exchange contraventions and interest on late 
payments.

VOLUNTARY DISCLOSURE

UNDERSTATEMENT PENALTIES

 Behaviour	 Standard	 Obstructive	 Voluntary	 Voluntary
	 	 case	 or	repeat	 disclosure	 disclosure
	 	 	 case	 after	audit	 before	audit
	 	 	 	 notification	 notification

	 Substantial   10%   20%   5%   0%
 understatement

 Reasonable care   25%   50% 15%   0%
 not taken in
 completing return

 No reasonable   50% 75% 25%   0%
 grounds for tax
 position

 Impermissible   75%  100% 35%   0%
 avoidance
 arrangements

 Gross negligence 100% 125% 50%   5%

 Intentional tax 150% 200% 75% 10%
 evasion

Assessments	issued	on	or	after	19	January	2017

Where the taxpayer can prove that the understatement results from a bona 
fide inadvertent error, no understatement penalty will be imposed.
In the case of a substantial understatement (tax shortfall exceeds R1 million) 
SARS may waive the penalty if the taxpayer is in possession of an opinion 
provided by an independent registered tax practitioner before the return was 
due (unless that return was due before 1 October 2012) and the practitioner 
had been given all the material facts and concluded that the taxpayer was 
more than likely correct in the tax treatment of the transaction.

Where there is uncertainty as to the basis of an assessment, a request for 
reasons can be submitted within 30 business days from the date of the 
issue of the assessment. If there is still a dispute with the basis of the 
assessment, the objection must be submitted within 30 business days from 
the date of assessment or from the date when a response to the request for 
reasons is received. Where an objection is disallowed the appeal must be 
submitted within 30 business days from the date the objection is disallowed.
The prescribed form must accompany an objection or appeal. If an 
objection or appeal is submitted late adequate grounds must be provided to 
condone the late objection or appeal.

DISPUTE RESOLUTION
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Failure to submit certain returns or disclose information will give rise to the 
following fixed rate penalties:

ADMINISTRATIVE PENALTIES

•		 The penalty will automatically be imposed monthly until the taxpayer
 remedies the non-compliance
•		 At present the penalty is only payable if a taxpayer is a natural person
 who has more than one year’s tax returns outstanding
•		 Non-compliance that will attract administrative penalties, once an effective
 date has been gazetted, include the failure to:
 - meet registration requirements such as failing to register or not
  registering timeously or not supplying supporting documents
 - inform SARS of a change of address, banking details or 
  representative taxpayer
 - submit a return timeously or failure to sign the return
 - retain records for the prescribed period and in the prescribed format
 - provide information requested or co-operate during a field audit
•	 Late submission of the PAYE reconciliation attracts a penalty of 10% of
 the PAYE deducted for the tax year
•	 The failure to disclose a reportable arrangement will result in a monthly
 penalty, limited to 12 months, of R50 000 for a participant and R100 000 
 for a promoter, which may be increased, depending on the tax benefit.

		Assessed	loss	or	taxable	income	 Penalty
		for	preceding	year			
  Assessed loss R 250
  R                0 – R     250 000 R 250
  R     250 001 – R     500 000 R 500
  R     500 001 – R  1 000 000 R 1 000
  R  1 000 001 – R  5 000 000 R 2 000
  R  5 000 001 – R10 000 000 R 4 000
  R10 000 001 – R50 000 000 R 8 000
  Above R50 000 000 R 16 000

SUSPENSION  OF PAYMENT
Subject to a formal application to SARS the payment of tax may be 
suspended pending an objection or appeal.
SARS is required to consider all relevant factors such as the compliance 
history of the taxpayer, whether the recovery of the disputed tax will be in 
jeopardy, the risk of dissipation of assets, whether adequate security was 
provided, whether the amounts involved would cause irreparable financial 
hardship to the taxpayer which does not justify the prejudice to SARS and 
whether prima facie fraud was involved.
The suspension may be revoked with immediate effect if no objection or 
appeal is lodged, the objection or appeal is found to be frivolous or 
vexatious, there is a material change in any of the factors previously 
considered or dilatory tactics are being employed by the taxpayer.
No recovery proceedings may be taken by SARS from the date of the 
submission of the application to the expiry of 10 business days after notice 
of the decision or revocation is provided to the taxpayer, unless there is a 
risk of dissipation of assets by the taxpayer.
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	TRUST DISTRIBUTIONS
Distributions from trusts are taxed in terms of the conduit principle where 
the nature of income is retained and taxed in the hands of the beneficiary, 
subject to certain deeming provisions.
Deeming	provisions
• Where the income or capital gain of the trust is attributable to any 
 donation, settlement or other similar disposition (including the sale of an  
 asset to a trust by way of an interest free loan) the income or a portion 
 thereof may be deemed to accrue to the donor, rather than the 
 beneficiary or the trust, subject to certain conditions
• A capital gain distributed to an exempt person, such as a public benefit 
 organisation or a non-resident beneficiary, is taxed in the trust.
Trust	losses
A loss incurred by a trust cannot be distributed to beneficiaries. The loss is 
retained in the trust and carried forward to the next tax year as an assessed 
loss.
Distributions	from	a	foreign	trust	to	a	South	African	resident	beneficiary
• Income distributions retain their nature and are taxed accordingly in the 
 hands of the South African resident
• Capital distributions are taxed as normal income in the hands of the South  
 African resident beneficiary where all of the following are applicable:
 - that person was a beneficiary of the trust in the year in which the 
  income was earned
 - the amount had not already been taxed in South Africa
 - the amount would have constituted income of the trust if it had been 
  a South African resident trust.
Distributions	from	a	South	African	trust	to	a	non-resident	beneficiary
Income distributed to a non-resident beneficiary is taxed in the hands of the 
beneficiary on a source basis in South Africa.
Where the income is attributable to a donation or other similar disposition by 
a resident donor, it is deemed to accrue to the resident donor and is taxed in 
that donor’s hands.
Trust	to	trust	distribution	of	a	capital	gain
A capital gain distributed from one trust to another trust retains its nature 
and is taxed in the second trust. This distributed capital gain cannot then 
be further distributed to a beneficiary of the second trust unless the second 
trust had a vested interest in the asset of the first trust prior to the disposal.

A taxpayer’s compliance status can be confirmed by obtaining a tax 
clearance certificate or a tax compliance status pin, provided that the 
taxpayer is registered for tax and does not have any tax debt outstanding 
(except if the debt has been suspended pending an objection or appeal or 
is less than R100) or returns outstanding (except if arrangements are in 
place to submit those returns).
SARS is obliged to issue or decline the clearance, within 21 business days 
from the application date. SARS may alter a taxpayer’s compliance status 
if the tax clearance was issued in error or obtained on the basis of fraud 
or misrepresentation or where the taxpayer subsequently becomes non-
compliant.

TAX	CLEARANCE CERTIFICATES
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Donations Tax is payable at a rate of 20% on the value of any property 
disposed of gratuitously by a resident (natural person, corporate entity or 
trust). As from 1 March 2018, donations exceeding R30 million will be taxed 
at 25%. The tax is payable by the end of the month following the month in 
which the donation takes effect. 

Exemptions	from	Donations	Tax	include:
• Donations by natural persons up to R100 000 (2006 : R50 000) per year
• Donations by corporate entities not considered to be public companies 
 up to R10 000 per year
• Donations between spouses
• Bona fide maintenance payments
• Donations to PBO’s and qualifying traditional councils and communities
• Donations where the donee will not benefit until the death of the donor
• Donations made by companies which are recognised as public 
 companies for tax purposes
• Donations cancelled within six months of the effective date
• Property disposed of under and in pursuance of any trust
• Donation of property or a right in property situated outside South Africa 
 if acquired by the donor:
 - before becoming resident in South Africa for the first time
 - by inheritance or donation from a non-resident
• Donations between companies forming part of the same group of  
 companies.

DONATIONS  TAX

ESTATE DUTY
Rates	of	Estate	Duty
• Persons deceased:
 -  prior to 1 October 2001: 25%
 -  on or after 1 October 2001: 20%
 -  on or after 1 March 2018: 20% - first R30 million
  : 25% - on excess above R30 million.

Exemptions	from	Estate	Duty	include:
• Persons deceased prior to 1 March 2006, the first R1,5 million
• Persons deceased on or after 1 March 2006, the first R2,5 million
• Persons deceased on or after 1 March 2007, the first R3,5 million
• Any bequest to a surviving spouse or a public benefit organisation
• As from 1 January 2010, the unutilised portion of the exemption of 
 the first deceased spouse may be carried forward to the estate of the 
 surviving spouse.

 REMUNERATIONEXECUTOR’S
Subject to ratification by the Master, an executor is entitled to either of the 
following remuneration:
•    the remuneration stipulated in the will 
• 3,5% on the value of gross assets and 6% on income accrued and 
 collected from date of death.
Executor’s remuneration is subject to VAT where the executor is registered 
as a vendor.
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Normal	Income	Codes
3601 Income
3602 Income (non-taxable)
3603 Pension
3605 Annual Payment
3606 Commission
3608 Arbitration Award
3610 Annuity from a Retirement Annuity Fund
3611 Purchased Annuity
3613 Restraint of Trade
3614 Other Retirement Lump Sums
3615 Director’s Remuneration
3616 Independent Contractors
3617 Labour Brokers (PAYE) - without exemption certificate
3619 Labour Brokers (IT) - with exemption certificate
Allowance	Codes
3701 Travel Allowance
3702 Reimbursive Travel Allowance (IT)
3703 Reimbursive Travel Allowance (non-taxable)
3704 Subsistence Allowance - Local Travel (IT)
3707 Share Options Exercised (Section 8A)
3708 Public Office Allowance
3713 Other Allowances
3714 Other Allowance - (non-taxable)
3715 Subsistence Allowance - Foreign Travel (IT)
3717 Broad-Based Employee Share Plan (Section 8B)
3718 Employee Equity Instruments (Section 8C)
Fringe	Benefit	Codes
3801 General Fringe Benefits
3802 Right of Use of Motor Vehicle 
3805 Free or cheap accommodation 
3806 Free or cheap services 
3808 Payment of Employees Debt 
3809 Taxable Bursaries or Scholarships - Basic Education
3810 Company Contribution to Medical Aid
3813 Cost related to Medical Services paid by Company 
3815 Non-Taxable Bursaries or Scholarships - Basic Education
3816 Right of Use of Motor Vehicle acquired by operating lease
3817 Pension Fund Contributions paid by employer for the employee
3820 Taxable Bursaries and Scholarships - Further Education
3821 Non-taxable Bursaries and Scholarships - Further Education
3822 Non-taxable Fringe Benefits on acquisition of immovable property
3825 Provident Fund Contributions paid by employer for the employee
3828 Retirement Annuity Contributions paid by employer
Gross	Remuneration	Codes
3696 Gross Non-Taxable Income
3699 Gross Employment Income (taxable)
Foreign	Employment	Income
For employees with foreign employment income the value of 50 must be 
added to each relevant IRP5 code.
Example: Code 3601 will become 3651 for Foreign Income.

IRP5 CODES 
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Lump	Sum	Codes
3901 Gratuities and severance benefits (Retirement/Retrenchment or 
 Death)
3906 Special Remuneration (e.g. proto-teams)
3907 Other Lump Sums (e.g. backdated salaries extended over 
 previous tax year, non-approved funds) 
3908 Surplus Apportionments  and Exempt Policy Proceeds on or after 
 1 January 2006
3909 Unclaimed Benefits paid by fund
3915 Pension, Provident or Retirement Annuity Fund Lump Sum 
 Benefits paid on or after 1 October 2007
3920 Lump Sum Withdrawal Benefits from Retirement Funds after 
 28 February 2009
3921 Living Annuity and Section 15C Surplus Apportionments accruing 
 after 28 February 2009
3922 Compensation in respect of death during employment
Deduction	Codes
4001 Total Pension Fund Contributions paid or deemed paid by 
 employee
4003 Total Provident Fund Contributions paid or deemed paid by 
 employee
4005 Medical Aid Contributions paid or deemed paid by Employer
4006 Total Retirement Annuity Fund Contributions paid or deemed 
 paid by employee
4024 Medical Services Costs Deemed paid for Immediate Family
4026 Arrear Pension Fund Contributions - Non-Statutory Forces
4030 Donations paid by the Employer to a PBO
4472 Employer’s Pension Fund Contributions
4473 Employer’s Provident Fund Contributions
4474 Employer’s Medical Aid Contributions
4475 Employer’s Retirement Annuity Fund Contributions
4493 Employer’s Medical Aid Contributions i.r.o. Retired Employees
4497 Total Deductions
4582 Remuneration inclusion used in section 11(k) deduction
Employees	Tax	Deduction	and	Reason	Codes
4102 PAYE
4115 Tax on Retirement Lump Sum and Severance Benefits
4116 Medical Scheme Fees Tax Credit 
4118 The sum of the Employment Tax Incentive
4120 Additional Medical Expense Tax Credit (65 years and older)
4141 UIF Employee and Employer Contribution
4142 SDL Contribution
4149 Total PAYE, SDL and UIF
4150 01 - Invalid from March 2002
 02 - Earn Less than the Tax Threshold
 03 - Independent Contractor
 04 - Non-Taxable Earnings (including nil directive and income 
      protection policy from 1 March 2015)
 05 - Exempt Foreign Employment Income
 06 - Director’s Remuneration - Income Determined in the
        following Tax Year
 07 - Labour Broker with IRP30
 08 - No Tax Due to Medical Aid Tax Credit allowed
 09 - No Withholding of tax on shares possible
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RETENTION	OF	DOCUMENTS/RECORDS
RECOMMENDED GUIDELINES

Retention
period

Indefinite

Retention	periods	commence	from	the	date	of	the	last	entry	in	the	particular	record

 
 

 Memorandum and Articles of Association/Incorporation Indefinite
 Certificate of Incorporation/Registration Certificate Indefinite
 Certificate of Change of Name Indefinite
 Certificate to Commence Business Indefinite
 Share/Securities Register, Minute Book, CM25 and CM26  Indefinite
 Rules  Indefinite

 Annual Financial Statements   7 years
 Books of Account and supporting schedules   7 years
 Ancillary books of account   7 years
 Record of past and present directors   7 years 
 Fixed Asset Registers   7 years
 Proxy Forms   3 years

Close	Corporations
 Founding Statement (CK1) Indefinite
 Amended Founding Statement (CK2) Indefinite
 Minute Book Indefinite

 Annual Financial Statements 15 years
 Books of Account 15 years
 Accounting records including supporting schedules 15 years
 Fixed Asset Registers 15 years

When	a	company	or	close	corporation	reproduces	its	records	on	
microfilm,	the	original	may	be	destroyed	after	a	period	of	three	years	
The	microfilm	copies	must	be	retained	indefinitely

Other	Suggested	Periods	of	Retention
(Where relevant statutory or legal requirements have been taken into account)

 Records of trust monies 

 Tax returns and assessments (after date of submission) 5 years

 Staff personnel records (after employment ceased) 3 years
 Salary and wage registers 5 years

 Paid cheques and bills of exchange 6 years

 Invoices – sales and purchases 5 years
 Bank statements and vouchers 5 years
 Stock sheets 5 years
 Documentary proof of zero rated supplies 5 years
 Year-end working papers 5 years
 VAT records 5 years
 Other vouchers and general correspondence 5 years

The above list is not comprehensive

Companies



2018 Tax Guide Covers.indd   2 2018/01/25   08:30



FIDUCIARY

Tax Directory 2018/2019

SOUTH AFRICA | UNITED KINGDOM | UNITED ARAB EMIRATES | JERSEY | GUERNSEY | ISLE OF MAN

HEADOFFICE  135 Rivonia Road Campus  135 Rivonia Road  Sandown  2196 | PO Box 1007  
Johannesburg  2000  South Africa | T +27 (0)11 294 9000 |  F +27 (0)11 294 4444

nedbankprivatewealth.co.za

Nedgroup Private Wealth (Pty) Limited (Registration Number 1997/009637/07).   
An authorised financial services provider.

JOHANNESBURG
PO Box 1007,  
Johannesburg, 2000
T +27 (0)11 294 9000

PRETORIA
PO Box 6287,  
Pretoria, 0181
T +27 (0)12 436 7000

MBOMBELA
PO Box 1940,  
Mbombela, 1200
T +27 (0)13 759 4910

CAPE TOWN
PO Box 86,  
Cape Town, 8000
T +27 (0)21 416 6000

STELLENBOSCH
PO Box 86,  
Cape Town, 8000
T +27 (0)21 808 6700

PORT ELIZABETH
PO Box 27528,  
Greenacres, 6057
T +27 (0)41 398 8080

GEORGE
PO Box 1757,  
George, 6530
T +27 (0)44 805 1000

KNYSNA
PO Box 2628,  
Knysna, 6570
T +27 (0)44 302 2700

DURBAN
PO Box 50840,  
Musgrave, 4062
T +27 (0)31 536 5000

PIETERMARITZBURG
PO Box 13712,  
Cascades, 3202
T +27 (0)10 235 2500

2018 Tax Guide Covers.indd   1 2018/01/25   08:30




