
FRINGE BENEFITS 

the tax assessment raised by SARS.  

The costs of motion were also 

awarded to SARS—and it would be 

interesting to know whether BMW 

will be picking up the tab, or if the 

advisors will have to make a call to 

their indemnity insurance. 

 

The facts 
The BMW Group procured the ser-

vices of the tax advisors to assist 

expatriates with their domestic  

tax obligations, specifically to assist 

with their tax returns and to deal 

with queries and objections. 

In SARS’ view, the payments  

to the tax advisors constituted a  

taxable fringe benefit, as contem-

plated by Paragraph (i) of the defi-

nition of ‘gross income’ in the In-

THE SUPREME Court of Appeal 

(SCA) delivered a judgement on 6 

September 2019 that handed SARS 

one of their most influential wins  

in recent times. 

The SARS Commissioner did not 

pull any punches, and took BMW 

South Africa to task on tax services 

performed for their expatriates by 

their top tier advisors KPMG and 

PWC.  Ironically, this case centred 

around whether the tax services 

performed by the appointed advi-

sors, to ensure tax compliance,  

constituted, in itself, a taxable fringe 

benefit. 

In a unanimous decision handed 

down in BMW South Africa (Pty) Ltd 

v SARS (Case No: 1156/2018), the SCA 

had the final say and confirmed  

TAX INFORMATION AND TIPS FOR INDIVIDUALS, COMPANIES, AND TAX PROFESSIONALS  

Supreme Court of Appeal hands SARS a big win over BMW and their 

‘Big 4’ advisors 

When does tax advice  
become a fringe benefit? 

 

By: JEAN DU TOIT 

TAX
No. 405, October 2019 PUBLISHED BY BELLAN MEDIA 

Bursaries and scholarships 
Save tax on school fees   ......................................  5 

 

Fringe benefits 
When does tax advice  

become a fringe benefit?   ...................................  1 
 

Income tax 
Clergy salary structuring pitfalls   ...............  3 

 

Q & A 
I’m 69 and still working.  How do  

I gain more tax relief?  ..........................................  8 
 

Share transactions 
Beware of 45% tax on restricted  

shares in start-ups   .................................................  6 
 

Snippets 
Tax tables:  

2018/19 & 2019/20 tax years   ..............................  2 

Taxing issues   ..............................................................  3 

Key upcoming tax submission dates   ......  4 

Manage your tax debt   ........................................  7 

THIS MONTH 

The outcome of the case was determined by who benefited from the advice—the company, or the employees. 
Picture credit: Pexels.com 

POSTAL SUBSCRIBERS 
 

Due to increasing postal costs, we  
respectfully advise that your monthly  
debit order will be revised to include 
R14.50 postage from 1 October 2019. 

Should you wish to use our email option 
which is much cheaper, please fill in  
the subscription form included, and  
email it to info@bellanmedia.co.za. 

 

You may also give us a call 
on (083) 3887829. 
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known as the ‘expatriate tax’) which 

come into effect on 1 March 2020, is 

that there is not adequate tax relief 

given for fringe benefits.  This means 

that the R1 million exemption will  

be quickly eaten up by typical ex-

patriate costs such as housing, vehi-

cles, security, home leave, school 

fees, insurances, etc. 

Now tax services can be added  

to this list. 

Hopefully SARS’ persistence in 

taking on some of the big names  

and seeing the maEer through to  

the SCA will put an end to the 

naysayers thinking that SARS will 

not enforce the fringe benefit Sec-

tions when it comes to expatriates. 

The fiscus is simply too far behind 

on tax collection to not utilise every 

legal avenue, and ‘Big 4’ charge- 

out rates make an aEractive target 

to tax. 

 

The final analysis 
On the facts before the court, the 

decision by the SCA cannot be criti-

cised.  Whether the tax advisors  

are at fault is perhaps a different 

question, but it is hard to ignore 

what seems to have been an ironic 

oversight on their part. 

This is an unfortunate decision 

for employers of expatriates. 

It was conceded by all involved, 

including the SCA, that understand-

ding the tax regime, especially in-

sofar as it applies to expatriate  

employees, is no cakewalk (evidently 

not even for professionals).  For  

this reason, these employers pru-

dently incur costs to ensure that 

SARS gets paid its dues—and the 

fact that these costs invite addi-

tional taxes is perhaps a bit harsh. 

In a climate where expatriates 

are under increasing scrutiny by 

revenue authorities across the  

globe, including SARS, this is another 

blow to the taxpayer.  In the South 

African landscape, this judgement 

will most certainly compound the 

adverse effects of the ‘expat tax’ 

changes due to take effect on 1 

March 2020. 

collection.  Taxpayers would be  

well advised to come clean volun-

tarily before they are audited on  

this item. 

 

Do all expatriate employers have a 
tax exposure? 
To understand the decision, the  

Tax Court and High Court judge-

ments must be studied in light of  

the engagement terms for the tax 

services. 

It may also be noted that the  

objection strategy followed by 

BMW, presumably using the ap-

proach recommended by their advi-

sors, comes across as most peculiar, 

in that the whole angle of defence 

was framed on the premise that  

the tax services are taxable only  

if their use is wholly private or do-

mestic. 

Taxpayers are limited to the 

grounds stated in their notice of  

objection.  In this case, a weak tech-

nical position was quickly snuffed 

out by SARS, and BMW were given 

three losses in a row in the Tax 

Court, the High Court and now  

the SCA. 

Unfortunately, this precedent 

has now been created, and expat-

riate employers will have to distin-

guish their facts from this decision 

to determine if they have an expo-

sure. 

 

What does this mean for the ‘expat 
tax’? 
One of the biggest criticisms of  

the changes to Section 10(1)(o) (also 

come Tax Act, read with Paragraphs 

2(e) or (h) of the Seventh Schedule 

thereto. 

In its notice of objection, the  

taxpayer contended that the ser-

vices were for the benefit of the  

taxpayer and not its employees, as 

they had no choice in the maEer.  

The basis for this argument was  

that the services were procured to 

protect the taxpayer to ensure that 

South African taxes are not over-

stated or understated.  In fact, it  

was put forth that the largest  

component of the fee is directed  

towards providing assurance to the 

taxpayer regarding its responsi-

bilities in relation to the tax due. 

SARS disagreed with this asser-

tion, and the maEer went all the  

way to the SCA. 
 

Implications for South African em-
ployers of expatriates 
The position is now confirmed that 

tax services for expatriate employ-

ees is a taxable fringe benefit in it-

self.  This means that any employer 

who had (or has) expatriate employ-

ees—especially those who were un-

der similar engagement terms with 

the mentioned ‘Big 4’ providers—

may have a tax exposure. 

The only legally-created mecha-

nism to address such a tax expo- 

sure is by following the Voluntary  

Disclosure Programme. 

It is no secret that SARS is be-

hind on its targets, and they would 

probably make full use of this land-

mark win to increase tax revenue 

 TAX BREAKS   

 

Jean du Toit is a senior attorney at Tax  
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TAXING ISSUES 
 
 
 
 

by Steven Jones—Editor 
 

 

Our cover story, which deals with the finding 
by the Supreme Court of Appeal against 
BMW SA concerning the tax treatment of  
tax advisory services, should send shivers 
down the spine of any employer (and their 
advisors) who seek advice pertaining to 
taxes that affect their employees.’ tax.  Busi-
nesses often seek such advise in order  
to ensure compliance, as non-compliance 
when it comes to employees’ tax can result 
in the employer not only becoming liable for 
any tax not deducted from their employees, 
but also interest and penalties on the 
amounts in question. 

The key in this particular case was whether 
the advice sought pertained to specific em-
ployees (in which case it can be argued  
by SARS, successfully in this case, that the 
cost of the advice represents a fringe benefit 
that is taxable in the hands of the employees 
concerned).  On the face of it, then, the  
answer would be to ensure that the advice 
refers specifically to employees tax treat-
ment relating to a particular type of income, 
and contain no reference whatsoever to 
individual employees.  However, if there is 
any doubt, employers are strongly advised 
to obtain an Advance Tax Ruling before 
seeking the specific advice, and/or contact a 
tax attorney. 

On the upside, the good news is that there  
is a valuable tax benefit in the form of em-
ployer-provided bursaries and scholarships, 
which can significantly reduce the tax liabil-
ity of an employee with children at school or 
university if structured correctly.  It seems 
to be a little-used benefit, but with school 
and university fees being as high as they  
are nowadays (and continually rising), it’s 
worthwhile making an appointment with HR 
to discuss the possibilities. 

Finally, I would imagine that very few (if any) 
of our subscribers are members of the  
clergy, so you may be wondering what an 
article on clergy tax is doing in this month’s 
issue.  However, many of you may be treas-
urers or administrators on church councils, 
which means that (in terms of income tax 
legislation) you could be held personally 
liable if payments made to your clergy are 
not taxed correctly. 

Also, apart from the personal risk (which 
could be considerable and even include 
criminal charges), there is a further risk that 
the religious body itself could lose their tax 
exemption status as a Public Benefit Organi-
sation if they are found to be non-compliant 
in their tax affairs—an event that may well 
expose you to a civil claim. 

Funds are usually tight in most churches, 
but if in doubt, seek professional advice. 

order. 

For example, clergy of mainline 

Christian churches do not have em-

ployment contracts with their re-

spective church bodies.  Instead, 

they operate under a ‘covenantal’ 

relationship, whereby the church 

body undertakes to provide appro-

priate training to their candidates, 

confers ordination upon those  

candidates whom it discerns has  

met the academic and spiritual for-

mation requirements, and affords 

opportunities for such ordained cler-

gy to exercise ministry under the 

church’s covering. 

Accordingly, clergy of such 

churches are not ‘remunerated’ as 

such.  They do not receive a salary 

for services rendered (like someone 

who is in a formal employment  

relationship); instead, they receive a 

‘stipend’—a form of living allowance 

that enables the cleric to exercise 

their ministry as one ‘set apart’ with-

out the burden of having to make a 

living in the conventional sense. 

FOR MOST employed people, their 

relationship with their employer is 

governed by way of an employment 

contract.  In fact, a wriEen contract 

is a legal requirement in terms of 

South African labour legislation.  

The employment contract sets out 

how such employee is to be remu-

nerated, what allowances and bene-

fits they will receive, and which 

funds they will become entitled to 

join. 

The Income Tax Act then sets  

out how each of these components 

of remuneration are to be taxed, as 

well as any eligible deductions that 

such employee may be entitled to 

claim.  The Fourth Schedule then 

determines how the resultant tax  

is to be recovered and paid over to 

SARS—usually by means of PAYE 

deductions from their salary pay-

ments. 

For members of religious orders, 

things are a liEle bit more complicat-

ed—largely due to the nature of 

their relationship with the particular 

INCOME TAX 

TAX BREAKS   

A clerical collar does not shield the wearer from scrutiny by SARS.  

Quite the opposite, in fact ... 

Clergy salary structuring 
pitfalls 
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SARS doesn’t care what your relationship is with your religious body—they just want their money. 
Picture credit: Pixabay.com (https://pixabay.com/photos/offering-hand-handful-of-help-427297/) 



INCOME TAX 

employee who is office-bound and 

thus not required to travel for busi-

ness purposes. 

SARS has been known to audit 

clergy travel claims fairly frequently, 

and it is therefore critical that the 

cleric concerned keeps full records  

to substantiate their claim. 

Another area that is potentially 

problematic for clergy is honoraria 

received for performing funerals or 

weddings.  Such payments are oMen 

made by a party other than the  

denominational payroll, and unless 

the church body has strict rules on 

how such payments should be made 

(e.g. to the local church, who would 

then submit such payment via the 

payroll to be accounted for and 

taxed accordingly), there is a strong 

possibility that such payments end 

up not being declared. 

It is therefore advisable that cler-

gy receiving such payments ensure 

that they either keep detailed rec-

ords of such payments and declare 

them on their income tax returns 

accordingly, or stipulate that such 

payments be made directly to their 

church body and not to themselves 

in their personal capacity. 

One area that is oMen overlooked 

is where the cleric is provided with 

church-owned housing.  It is critical 

in such cases that the church body 

correctly accounts for the fringe 

benefit on the value of such housing, 

taking into account whether the 

property is furnished or unfur-

nished.  Fortunately, churches fall 

under the category of occupations 

where the provision of housing is 

customary, which means that the 

formula may be used instead of ac-

tual costs (which results in a far 

more favourable tax position for the 

receiving cleric. 

 
Members of religious orders with 
outside income 
There are a number of instances 

where a cleric’s full source of sup-

port does not come from their 

church body. 

Some churches recognise part-

time ministries where the ordained 

person is partially or fully self-

church concerned? 

If the answer is ‘yes’ to the first  

two questions, and ’no’ to the third,  

the arrangement between the cleric 

and the church body has the hall-

marks of a relationship under  

which services are rendered, and  

any compensation received is con-

sidered to be remuneration and  

thus taxable as such.  This principle 

will apply irrespective of whether 

the underlying arrangement is con-

tractual or covenantal. 

 

The watchful eye of SARS 
It may come as a surprise to many 

that not only are clergy required to 

complete and submit income tax 

returns to SARS each year, but that 

such returns also aEract special 

scrutiny from SARS auditors if  

anything declared thereon looks 

remotely untoward. 

For instance, travel allowances 

paid to clerics are subject to the 

same rules as everyone else, i.e. 

‘business travel’ does not include 

travel from one’s home to one’s nor-

mal place of business, and it must 

also be substantiated by means of  

a logbook. 

SARS also needs to be convinced 

that the cleric’s duties warrant the 

provision of such an allowance.  

While this is not difficult to sub-

stantiate in the case of clergy who 

have pastoral oversight of a local 

congregation (thereby requiring  

pastoral visits and aEendance at 

various meetings), clergy stationed 

at a seminary or in the denomina-

tion’s administrative offices would 

normally not qualify as their posi-

tion would be similar to a secular 

As one can imagine, this kind of 

arrangement has caused a great  

deal of consternation for SARS over 

the years.  While Jesus may well 

have insisted that what is Caesar’s 

should be rendered to Caesar and 

what is God’s should be rendered to 

God, there have been some rather, 

shall we say, esoteric interpretations 

on what portion of a cleric’s compen-

sation should be rendered to Caesar 

(i.e. SARS). 

 

Clergy compensation: A rose by any 
other name… 
As far as SARS is concerned, they  

are not interested in whatever  

fancy ecclesial term a church may 

use to describe amounts paid to 

their clergy.  The definition of ‘gross 

income’ contained in Section 1 of  

the Income Tax Act is fairly widely 

wriEen to include “the total amount 

received, in cash or otherwise…” for 

“services rendered or to be ren-

dered”. 

Arguments against clerics ‘ren-

dering services’ generally fall flat 

based on the answer to a few simple 

questions: 

• Are the duties performed by the 

cleric thus performed under the 

authority and direction of the 

church body? 

• Would the cleric be subject to 

disciplinary action by their 

church body if they failed to per-

form such duties, or performed 

them in contravention of estab-

lished norms and practices? 

• Would any stipends or other  

allowances received by the cleric 

have been received had they  

not held the office of cleric in the 
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KEY UPCOMING TAX SUBMISSION DATES 
 

Personal income tax returns, 2019 tax year 
1 Aug 2019 Tax Season opened 
31 Oct 2019 Personal income tax returns (filed at a SARS branch) 
4 Dec 2019 Personal income tax returns (e-filing, non-provisional taxpayers) 
31 Jan 2020 Personal income tax returns (e-filing, provisional taxpayers) 
 

Provisional tax returns 
30 Sep 2019 Voluntary top-up payment, 2019 tax year [this deadline has passed] 
29 Feb 2020 Second period, 2020 tax year 
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in cases where the combined income 

pushes the taxpayer into a higher 

tax bracket. 

Clerics in this situation are ad-

vised to consult a tax practitioner, 

who can calculate the estimated  

tax liability and advise them on the 

provisions that need to be made to 

cover any expected shortfall. 

 
‘Vows of poverty’ and similar situa-
tions 
Finally, this article would not be 

complete without me mentioning  

an interesting tax situation faced  

by a client of the accounting firm 

under which I served articles during 

the first half of the 1990s. 

The client in question was a  

university professor, but was also a 

member of a Catholic religious order 

under which she had taken a vow  

of poverty.  She lived in accommo-

dation provided by the religious  

order, which also provided a basic 

means of subsistence.  Accordingly, 

she had arranged with the univer-

sity payroll that in terms of her  

vow of poverty, she was not per-

miEed to receive any outside income 

and the salary that she would  

have been entitled to as a professor 

should be paid directly to the  

religious order. 

Our client thus claimed that 

since she was not personally receiv-

ing an income from the university, 

and given that her religious order 

supporting (whether through out-

side employment, business interests, 

investment income, or pensions).  

In other instances, a church body 

may second an ordained person to 

an outside institution such as chap-

laincies within the SA Police Services 

or the SA National Defence Force,  

or to academic institutions (in which 

case, they would receive payment 

from the institution concerned).  If 

such salary income supersedes the 

provision of any benefits from the 

church body, their tax position is 

simplified in that they are treated 

the same as any lay employee of 

such institutions. 

However, the pitfall that is oMen 

faced by clergy with multiple in-

come sources is that when they  

submit their income tax return to 

SARS, their total income oMen push-

es them into a higher tax bracket, 

resulting in a tax shortfall upon  

assessment that is oMen significant. 

Where such income is derived 

from investments or outside busi-

ness interests, the issue is normally 

addressed by the requirement to be 

registered as provisional taxpayers.  

However, where the income sources 

are processed via a payroll (e.g.  

annuities, pensions, or salaries), each 

payroll takes the full primary rebate 

(and additional rebates) into ac-

count.  Because such rebates may 

only be claimed once, there is oMen a 

significant tax shortfall—especially 

was a Public Benefit Organisation 

and thus tax-exempt, the amounts 

payable to the order by the universi-

ty should not be taxed. 

Naturally, the Receiver of Reve-

nue (as SARS was known back  

then) saw things a bit differently, 

and argued that although the pay-

ment was being made directly to  

the religious order, an employment 

contract existed between the client 

and the university, and thus the  

payment concerned accrued to the 

client.  Our objection to the assess-

ment was rejected, and the maEer 

went before the Tax Court, which 

fond in favour of the Receiver. 

We never did find out whether 

the Receiver sought to tax the value 

of the subsistence that our client 

received from her religious order as 

she decided to dispense with our 

services aMer the Tax Court had 

found against her, but if they did, 

that would have certainly added 

insult to injury! 

Steven Jones, Hons B Compt M Com B Th, is 
a registered SARS tax practitioner, a prac-
ticing member of the South African Institute 
of Professional Accountants, and the editor 
of Tax Breaks Tax Breaks Tax Breaks Tax Breaks and Personal FinancePersonal FinancePersonal FinancePersonal Finance. 

He is also an ordained Methodist minis-
ter, and has previously served as a member 
of the Methodist Church of Southern Africa’s  
Finance Unit Executive, its Investment and  
Advisory Committee, and as a trustee of the 
Methodist Supernumerary Fund. 

such method is the oMen-overlooked 

tax relief provided to employees  

under Section 10(1)(q) of the Income 

Tax Act. 

The norm is for employees to 

receive their income aMer PAYE,  

UIF, and other deductions and to 

thereaMer pay their children’s school 

fees from their net income.  How- 

ever, in terms of Section 10(1)(q),  

employers are entitled to redirect a 

THE POSITIVE correlation between 

a population’s general level of educa-

tion and its economic development, 

levels of employment, average in-

come, health, and reduced crime 

rates is undisputed.  In our sluggish 

economic environment—with nomi-

nal salary increases and rising job 

losses—most South Africans are 

seeking ways to reduce their ex-

penditure and their tax burden.  One 

There’s an o)en-overlooked tax relief option in the Income Tax Act 

Save tax on school fees 
 

By: GARETH COLLIER 

portion of their employees’ remune-

ration towards school fees in the 

form of a bona fide scholarship or 

bursary – thereby effectively reduc-

ing the tax liability of the employee. 

 

Case study 1: James 
By way of example, James earns a 

gross monthly income of R15 000, or 

R180 000 for the tax year.  He has  

one child at school whose school  

fees amount to R18 000 per year.  By 

restructuring his salary in terms of 

Section 10(1)(q), the tax deduction 

would afford him an aMer-tax 

amount of R3 404.64 in the tax  

year.  This would be calculated in 

BURSARIES AND SCHOLARSHIPS 
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R600 000 per year.  Those earning  

in excess of this threshold do not 

quality for the exemption. 

In the event that the employee’s 

school fees total more than the 

thresholds, the tax exemption is 

capped at the threshold.  For in-

stance, if the school fees are  

R26 000 per year, R20 000 will quali-

fy for the tax exemption and the 

remaining R6 000 will be taxed as  

a fringe benefit. 

As these exemptions apply per 

child, the tax saving could become 

quite significant should you have 

more than one child at school. 

 

Case study 2: Aimee 
To demonstrate this, we have as-

sumed that Aimee earns a gross 

monthly income of R40 000, total-

ling R480 000 for the tax year.  She 

has three children whose school  

fees each total R20 000 per annum, 

coming to R60 000 for the year.  If 

Aimee and her employer make use 

accordance with the table below. 

 

Requirements 
In order for a Section 10(1)(q) de-

duction to apply, the following  

requirements must be met in terms 

of the bursary or scholarship: 

• The scholarship or bursary must 

be a bona fide scholarship or  

bursary; 

• It must be granted to enable or 

assist a person to study; and 

• The student or learner must 

study at a recognised educational 

or research institution 
 

The current exemption thresholds 

for this benefit are: 

• Grade R to Grade 12 or NQF level  

1 – 4: R20 000 per annum per  

child. 

• NQF level 5 – 10: R60 000 per an-

num per child. 
 

It is important to note that, in order 

to qualify, the gross remuneration 

threshold for an employee is set at 

of the Section 10(1)(q) deduction, she 

would save R21 435.50 in tax for the 

year. 

You will note that Aimee’s gross 

remuneration remains unchanged; 

however, her remuneration now  

includes the bursary allocation as  

a tax exemption—and, as a result,  

she pays tax on a lower amount.   

The employer will also receive a  

tax benefit because the liability for  

Skills Development Levy on the  

exemption portion would fall  

away.  Therefore, both Aimee and 

her employer will benefit from a  

reduced tax liability. 

It was the late Nelson Mandela 

who famously said that “education  

is the most powerful weapon which 

you can use to change the world”.  

Section 10(1)(q) provides an excellent 

way for parents to more efficiently 

fund their children’s education. 

 TAX BREAKS   

Gareth Collier is a financial planner at Crue 
Invest (Pty) Ltd. 

restrictions such as ‘lock-ins’ could 

land them with a tax liability of as 

much as 45%.  If you hold restricted 

shares, you pay a much higher tax 

FOUNDERS, DIRECTORS, and em-

ployees of start-up companies in 

South Africa should be aware that 

acquiring or owning shares carrying 

Structured incorrectly, the resultant tax can really sting! 

Beware of 45% tax  
on restricted shares in  
start-ups 

 

By: MICHAEL RUDNICKI 

rate when you exit or when the  

restrictions liM—at your marginal 

tax rate of up to 45% (depending  

on your taxable income), compared 

to capital gains tax of 18% on un-

restricted shares (assuming that  

you are in the maximum marginal 

tax bracket). 

The wide gap between tax on 

restricted versus unrestricted shares 

is an oMen-overlooked fact tucked 

away in Section 8C of the Income 

Tax Act, which deals with equity 

instruments acquired because of 

employment or holding a director 

position, or purely because a tax-

SHARE TRANSACTIONS 
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payer is employed or holds the  

office of director. 

Founders ask how this is pos-

sible … but the law is what it is.  If 

you acquire a restricted equity  

instrument in connection with em-

ployment, or even as a result of  

being an employee or director, it  

may fall into Section 8C.  In a typical 

start-up phase of a business where 

capital has not yet been raised, it 

may be that restrictions on shares 

do not exist and are only negotiated 

at a later stage when capital is raised. 

This Section can have favourable 

tax implications for those who ac-

quire unrestricted shares in the  

company and pay the tax upfront.   

It can be a great thing if there are  

no restrictions, and you can dispose 

of them freely.  If the value is  

low, you pay tax based on the mar-

ket value at the time—which may  

be nominal—and you cannot be  

re-taxed later as an employee or  

director, when restrictions are im-

posed.  However, falling into Section 

8C is not a good thing at all if there 

are restrictions. 

There are several legislated re-

strictions that will result in the  

holder of restricted shares being 

taxed at their marginal rate when 

disposing of them, or when such  

restrictions are liMed—one of the 

TAX BREAKS   

Manage your tax debt 
 

Do you have outstanding taxes?  Do you need help deciding what to do or whom to call?  Here is some 
information from SARS to assist you in sorting out your tax debt. 

Taxpayers, both individuals and businesses, are required to be fully tax compliant through on-time 
submission of returns and payments.  In instances where taxpayers are not compliant and have out-
standing tax debt, the SARS Debt Management department is committed to assisting businesses and 
individuals to become fully compliant. 

 

How much do I owe? 
There are three ways to find out how much tax debt you owe:  
1. Call the SARS Contact Centre.  There are two numbers to call: 

• 0800 00 SARS (7277)—between 08:00 and 17:00 Monday to Friday. 
• +27 11 602 2093 (International callers)—between 08:00 and 16:00 South African local time 

Monday to Friday. 
Steps to follow: 
• Call the SARS Contact Centre and request a statement of account. 
• You will be requested to provide your tax reference number. 
• If you do not have your tax reference number, you can provide the SARS Contact Centre 

Agent with your ID number or the business registration number. 
• Please note that the SARS Contact Centre Agent will follow an authentication process. 

2. Visit your nearest SARS branch office and request a statement of account. 
3. Log onto eFiling and request a statement of account. 

 

How do I make a payment? 
The following payment methods are available (effective from 1 April 2016): 
• eFiling 
• Electronic payments (EFT) 
• Payments at a bank: All payments can be made at any ABSA, AlBaraka Bank, Grobank Ltd 

(previously Bank of Athens), Capitec, FNB, Habib Bank Zurich (HBZ), HSBC, Nedbank, Mercantile 
or Standard Bank branch. 

No tax payment can be made at a SARS branch.  Cheques posted / delivered to SARS will be returned 
to the client.  Cash and cheque duty payments are accepted at SARS Customs branches. 

 

What if I can’t pay the full amount now? 
In order to avoid penalties and interest, it is best to file returns and make payments on time.  If you are 
not currently able to pay your tax debt, please contact SARS without delay.  In certain circumstances 
we can reach an agreement with you to defer your tax debt for later payment or for payment by instal-
ments.  However, please note the following: 
• SARS has the option to decline the request. 
• Interest will accrue on any unpaid debt. 
• If you don’t adhere to the conditions of the payment arrangement the payment agreement will be 

terminated and normal collection proceedings will resume. 
In certain circumstances a compromise may be requested on your outstanding tax debt. You will need 
to discuss your financial position openly with SARS. 

If you require payment arrangements, please contact us and we will assist you and provide you 
with all relevant documentation. 

Moment of truth 

“As we peer into society's future, 

we—you and I, and our  

government—must avoid the  

impulse to live only for today,  

plundering for our own ease and  

convenience the precious resources 

of tomorrow.  We cannot mortgage 

the material assets of our grand-

children without risking the loss also  

of their political and spiritual  

heritage.  We want democracy to 

survive for all generations to come, 

not to become the insolvent  

phantom of tomorrow.” 
 

Dwight D Eisenhower (1890-1969) 
 

Supreme Commander of the Allied  

Expeditionary Force during World War II 
(serving from 1943-1945), NATO Supreme  

Commander (1950-1952), and a former  
President of the United States (1953-1961) 

most common being ‘lock-ins’.  An 

example is where an investor 

awards shares to a founder, director, 

or employee as an incentive to stay 

in the business for a minimum  

period, during which they may not 

sell the shares. 

Compulsory share disposal re-

quirements, and even conditions  

set for ‘good leavers’ or ‘bad leavers’, 

may also well be considered as a  

restriction that would trigger up to 

45% tax on exit. 

Tax at the marginal rate would 

not only be triggered when the hol-

der of restricted shares sells them, 

but also when the restrictions on  

the shares are liMed.  That has impli-

cations for the employer as well, as 

the employer has a legal obligation 

to withhold employees’ tax.  Should 

SARS challenge the way this has  

(or has not) been done, it could re-

sult in the employer having to pay  

penalties. 

The founders of start-up com-

panies are therefore urged to be 

aware of the consequences of Sec-

tion 8C when seeking investment 

funds.  OMen, when founders com-

mence with their activities, the  

focus is not on the consequences of 

this particular piece of legislation.  

As a result, it is oMen forgoEen or 

overlooked until there is a disposal 

or the restrictions are liMed, trigger-

ing tax at the higher rate. 

Michael Rudnicki is the executive in charge 
of tax at Bowmans. 
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Q & A 

I’m 69 and still working.  How do I gain more tax  

relief? 
A look at how to benefit from medical aid and retirement annuity contributions. 

 

QUESTION 

I am 69 years old and still working.  I contribute to a medical aid and two retirement annuities (RAs).  Is my medical aid fully tax deductible,  

and would I be able to gain a bigger tax relief by paying extra money into my RA?  What would be the formula for me to use to calculate if I  

can benefit taking the above into consideration? 
 

Answer provided by TREVOR LEE, a financial planner at Rosebank Wealth Group (Pty) Ltd 

I have split my answer into two sections—the question about tax on medical 

scheme contributions, and the question on tax relief and the RA. 

 

Medical scheme contributions 
Medical scheme contributions are not fully tax deductible.  Calculations for 

medical tax credits are based on a formula that takes the following  

into account: 

• Your age (over or under 65); 

• How much you spend on your medical scheme premiums and on  

additional qualifying medical expenses not covered by your medical 

scheme; 

• The standard medical tax credit (currently R310 per month per adult); 

and 

• Your own or your dependent’s ‘disability status’. 
 

More details on the terms and conditions of these rules, as well as which 

expenses can be claimed for and which dependents are classified as such  

by the Income Tax Act, are available on the SARS website. 

Your tax liability is calculated aMer taking all normal rebates into account and then deducting allowable medical tax credits and additional 

medical tax credits, as applicable. 

Over 65s are eligible for rebates based on the following calculation: 33% of the total contribution paid to the medical scheme, less (three 

times the medical scheme fees credit of R310 per adult beneficiary per month), plus qualifying additional medical expenses.  The allowable 

medical tax credits deducted from your payable income can therefore vary from year to year, depending on your actual expenses. 

 

Retirement annuity 
With respect to paying extra money into a RA, it is difficult to give specific advice without knowing your full circumstances.  However, we have 

included some generic information that should be useful.  At the age of 69 it would be vital to seek advice from a financial advisor, as there are 

specific regulations surrounding RAs that must be considered. 

RA contributions are deductible but limited to 27.5% of the greater of remuneration or taxable income (including capital gains prior to 1 

March 2019), but excluding lump sums and severance benefits, prior to the deductions for donations, limited to R350 000. 

As long as the contributions fall within the above parameters, you will receive tax relief by paying extra money into an RA.  However, as 

mentioned, you need to be aware of the regulations that apply to RAs.  These include, but are not limited to: 

• Estate duty implications; 

• Lump sum payments; and 

• Annuitisation rules. 
 

As an example, it might be beEer to commence a new RA rather than contribute to your existing ones.  This is due to the annuitisation rules 

and the ability to take lump sums from RAs.  It is also important to fully understand the taxation of RAs pre- and post your actual retirement. 
 

Do you have a tax question?  Pop us an e-mail to info@bellanmedia.co.za.  We will select one answer for publication in Tax Breaks 

each month.  Unfortunately, we will not be able to respond to questions individually. 

 TAX BREAKS   

 

Many people nowadays choose to continue to work well after the so-
called ‘normal retirement age’. 


