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e Group Life Assurance Policies: Approved versus Unapproved

e Company Cars




GROUP ASSURANCE POLICIES

e Death Benefits

Through a tax-approved pension or provident fund

e sponsored by the employer

e cover is incorporated into the rules of such a tax approved fund
* known as “approved cover”

Through a group life insurance policy

e issued by an insurer to the employer in respect of its employees
e separate from or outside the fund rules

e known as “unapproved cover



e Disability benefits

* Permanent disability insurance/cover, may be provided under a
retirement fund and is treated as a retirement benefit and taxed
the same scales that apply to approved lump sum death benefits

 Where permanent disability cover is provided under an
unapproved group life insurance policy, the tax treatment of
premiums and lump sum benefits is different to approved cover



Since 1 March 2015 the tax treatment of premiums to a temporary
disability (PHI) policy and premiums to unapproved group life
insurance is the same, namely:

e Employment compel the employer to pay the premiums, these
must be taxed in the hands of the employee as a fringe benefit

e Employment compel the employee to pay the premiums, these
must be taxed in the hands of the employee and must be
deducted from the after-tax salary of the employee

e No tax deduction for employees, but from 1 March 2015, PHI
benefits are no longer taxable



Approved cover i.e. through a
pension or provident fund

Unapproved cover i.e. not through
a pension or provident fund

Employer
contribution/
premium

Taxed as a fringe benefit in the member's
hands and then deemed to have been made
by the employee. Employer contributions
together with member contributions are

tax deductible by the member, subject to

a maximum of 27.5% of the greater of the
member’'s remuneration or taxable income
(subject to an annual cap of R350 000).

Tax deductible for the employer.

Taxed as a fringe benefit in the
employee’s hands. It is not tax
deductible for the employee.

Tax deductible for the employer.




Approved cover i.e. through a
pension or provident fund

Unapproved cover i.e. not through
a pension or provident fund

Employee
contribution/
premium

Employee contributions, together with
employer contributions (i.e. deemed
employee contributions) are tax deductible
subject to a maximum of 27.5% of the
greater of the member'sremuneration or
taxable income (subject to an annual cap
of R350 000).

Not tax deductible for the employee.

It is not tax deductible for the
employee.




EMPLOYER OWNED VEHICLES

The taxable value is 3.5% of the determined value (including VAT) per month
of each vehicle

Where the vehicle is—

e the subject of a maintenance plan when the employer acquired the
vehicle

e the taxable value is 3.25% of the determined value; or

e If acquired by the employer under an operating lease

e the taxable value is the cost incurred by the employer under the
operating lease plus the cost of fuel




e Where an employee has the right to use a company car, you must
calculate the VAT on the fringe benefit as follows:

* Where the vehicle is a motor car (not a bus or kombi) and the input tax
was specifically denied, the calculation is as follows:

e 0.3% x the determined value of the car x 14/114=output VAT payable

e For any other vehicles, the calculation is:
e 0.6% of the determined value of the car x 14/114=out VAT payable

* If the employee pays in full for the repairs or maintenance of the car, the
calculated amount must be reduced by R85 per month




e 80% of the fringe benefit must be included in the employee’s remuneration
for the purposes of calculating PAYE

* The percentage is reduced to 20% if the employer is satisfied that at least
80% of the use of the motor vehicle for the tax year will be for business
purposes



EMPLOYMENT TAX INCENTIVE

e Extended for another 2 years until 28 February
2019




QUALIFYING EMPLOYEE

) )

 Employer must be a qualifying Employer i.t.o. the ETI Act

e The rate that is used by the payroll to calculate the employee’s wage is
not less than the minimum hourly wage rate specified by the wage
regulating measure, then the employee ‘qualifies’ in terms of section
4(1)(a)

e section 4(1)(b) states that the monthly wage paid to the employee
must not be less than a monthly minimum of R2 000 (or the grossed-
down value of R2 000 if there are less than 160 hours)



REMUNERATION

 “Employed and paid remuneration” hours are the employee’s
‘employed hours’:

e Less any ‘unpaid hours’
e Plus any paid ‘premium hours’

 The ‘net’ value of the hours resulting from the above calculation
must be used by payrolls to check if they are less than

e the ‘160-hour’ threshold, in which case the ‘grossing-up’ calculations
must be triggered for the purposes of the provisions of the ETI Act




EMPLOYMENT TYPE

e ‘Permanent’ employees
e (those employed with either an open-ended or a fixed-term
employment contract)
e ‘Temporary’ employees
e (those employed on an ad hoc basis)




 Temporary employees — actual number of hours worked in the month
(the calculation of hours will include ordinary hours plus additional
hours of work, unpaid hours will automatically not be counted)

* New and terminated employees — actual number of hours worked if
employed after the first day of the month or terminated before the
last day of the month (the calculation of hours will include ordinary
hours plus additional hours less unpaid hours)



e Permanent employees — contractual/ordinary hours (average working
hours per month according to the BCEA, calculated on a 4.3333 week
or according to the employment contract) less any unpaid hours (such
as unpaid leave hours, no work-no pay hours) plus any additional
hours (such as overtime hours, public holiday worked hours, hours

worked on a Sunday etc.)



HOURS - IN OTHER WORDS

* The actual hours worked by an employee, would include overtime
hours and;

e exclude any unpaid - or unpaid leave hours

* The “employed and paid remuneration” hours used to trigger the
gross-up calculations, and the ‘employed’ hours used in the ‘gross-up’
calculation formula, are the same hours



Permanent monthly paid employee:

* The employment contract states that the employee’s ordinary hours
of work is 8 hours a day, 5 days a week (Monday to Friday) which is
173.3333 average working hours per month (in line with the BCEA)

* In the month of April, the employee took 30 hours unpaid leave
(unpaid hours) and worked 3 hours overtime (additional hours)

‘Employed and remunerated’ hours for the month:

e Contractual/ordinary hours — unpaid hours + additional hours
e=173.3333-30+3

e =146.3333 hours



Permanent weekly paid employee:

* The employment contract states that the employee’s ordinary hours
of work is 8 hours a day, 5 days a week (Monday to Friday) which is 40
hours per week

 The month of April has 4 weeks in the month

* In the month of April, the employee took 30 hours unpaid leave
(unpaid hours) and worked 3 hours overtime (additional hours)

‘Employed and remuneration’ hours for the month:

e Contractual/ordinary hours — unpaid hours + additional hours
e=(40x4)-30+3

e =133 hours



Section 9(4) has been added to the ETI Act
with effect from 1 March 2017

e “(4) Any amount as contemplated in subsection (2) on the first day of
the month following the end of the period for which the employer is
required to render a return in terms of paragraph 14(3)(a) of the
Fourth Schedule to the Income Tax Act, must be deemed to be nil in

respect of each qualifying employee employed by the employer on
that date.”

e Either the 1st March or the 1st September



e Various scenarios that can result in the employer not claiming the
payroll-calculated ETI total on the EMP201, are provided for in the
following subsections

e Subsection 1: The PAYE liability is less than the ETI claimed

e Subsection 2: Reasons other than those provided by subsection 1
and subsection 3 (e.g. administration hiccups)

e Subsection 3: The employer was not tax compliant in that month



SARS and DIS-ALLOWED ETI

e EMP217 Assessments

e 21 days to resolve

e Age Calculation — Stop the month employee turns 30
e Re Submission of EMP501

e Re Submission of EMP201

e Submission of Payroll documentation

 Validation rules Feb 2017



SECTION 10A OF THE INCOME TAX ACT, 1962
- BURSARIES AND SCHOLARSHIPS




EMPLOYER BURSARIES —
Gov Gazette 40562 19 Jan 2017/

(e) by the substitution in subsection (1)(g) in paragraph (ii) of the proviso for
subparagraph (aa) of the following subparagraph:

“(aa) if the remuneration proxy derived by the employee in relationtoa 25
year of assessment exceeded [R250 000] R400 000; and™;

(f) by the substitution in subsection (1)(qg) in paragraph (ii)(bb)(A) of the proviso
for the words preceding subitem (AA) of the following words:

“[R10 000] R15 000 in respect of—"":

(g) by the substitution in subsection (1){g) in paragraph (i1)(bb) of the proviso for 30
item (B) of the following item:

“(B) [R30000] R40 000 in respect of a qualification to which an NQF
level from 5 up to and including 10 has been allocated in
accordance with Chapter 2 of the National Qualifications Frame-
work Act, 2008 (Act No. 67 of 2008);""; and 35

(h) by the substitution in subsection (1)(f) after subparagraph (xvi) for the colon
of a semi-colon and by the addition of the following subparagraph:
“(xvii) of the National Housing Finance Corporation established in
1996 by the National Department of Human Settlements:™.
(2) Paragraph (b) of subsection (1) comes into operation on 1 March 2017 and applies 40
in respect of years of assessment commencing on or after that date.
(3) Paragraph (¢) of subsection (1) comes into operation on 1 January 2017.
(4) Paragraph (d) of subsection (1) comes into operation on 1 March 2017 and applies
in respect any amount received or accrued on or after that date.
(5) Paragraphs (e), (f), and (g) of subsection (1) come into operation on 1 March 2016 45
and apply in respect of years of assessment commencing on or after that date.




EMPLOYER BURSARIES —
NEW PROPOSALS

 Monetary limits increased for bursaries & scholarships granted by
employers to employees or relatives of qualifying employees

e the exemption under this paragraph shall not apply—

* in the case of a scholarship or bursary granted to so enable or assist any
such employee, unless the employee agrees to reimburse the employer
for any scholarship or bursary granted to that employee if that employee
fails to complete his or her studies for reasons other than death, ill-health

or injury



EMPLOYER BURSARIES —
NEW PROPOSALS

 Monetary limits increased for bursaries & scholarships granted by
employers to employees or relatives of qualifying employees

* If the employee’s remuneration does not exceed R600 000 (up
from R400 000) per annum then the scholarship or bursary will be
exempt from tax in the employee’s hands to the extent

 that it does not exceed R20 000 (up from R15 000) per dependent
per year (for education below NQF7) and

e R60 000 (up from R40 000) per dependent per year (for education
at NQF level 7 and above)



GROSS INCOME AS DEFINED IN SECTION 1 OF
THE INCOME TAX ACT, 1962




e Definition of “gross income” amended:

e “any amount, including any voluntary award, received or accrued in
respect of services rendered or to be rendered or any amount (other
than an amount referred to in section 8(1), 8B or 8C) received or
accrued in respect of any employment or the holding of any office...

* subsection (1) in paragraph (eA) of the definition of “gross income”

e paragraph (@), (b) or (d) of the definition of ‘pension fund’ or
paragraph (b) or (c) of the definition of ‘provident fund’




SECTION 5 AND 6 OF THE INCOME TAX
ACT,1962

A



PERSONAL TAX RATES

TAXABLE INCOME (R’s)

RATES OF TAX

0 —R189 880

18% of each R1

189 881 — 296 540

R34 178 + 26% of the amount above R189 830

296 541 — 410 460

R61 910 + 31% of the amount above R296 540

410 461 — 555 600

RO7 225 + 36% of the amount above R410 460

555 601 - 708 310

R149 475 + 39% of the amount above R555 600

708 311 -1 500 000

R209 032 + 41% of the amount above R708 310

1 500 001 and above

R533 625 + 45% of the amount above R1 500 000




IP TO NOTE

 The marginal rate for the 2 highest bands are 41% and 45%
e It means a 4% jump from one band to the next

Consideration:

e Employee A was taxed at 41% through out the year

 He/she receives an annual payment close to the end of the year
and move into the 45% bracket

e Payroll will recalculate and recover the shortfall ......



REBATES

 The primary rebate increased to R13 635 per year

 The secondary rebate which applies to individuals aged 65 to 74
increased to R7 479 per year

e The third rebate for individuals aged 75 and older increased to R2
493 per year



SUBSISTENCE ALLOWANCES

MONDAY ==
TUESDAY ==
WEDNESDAY =
THURSDAY
FRIDAY ==
SATURDAY =

SUNDAY ‘

 Meals & Incidentals R397 per day
* Incidentals R122 per day



TRAVEL ALLOWANCES

e Increased from 8 000km to 12 000km pa



INTEREST EXEMPTION

* The interest income tax threshold remains the same,
e R23 800 for persons under 65

R34 500 for persons 65 and over



TAX FREE SAVINGS ACCOUNT

 The annual contribution to a tax free savings account is increased to
R33 000



MEDICAL TAX CREDIT

2016/2017 2017/2018
Member R286 R303
First beneficiary R286 R303
Additional beneficiaries R192 R204




DEFINITION OF “SALARY” IN THE CONTEXT OF
SECTION 7A OF THE INCOME TAX ACT, 1962
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Date of receipt or accrual of antedated salaries or pensions and of certain
retirement gratuities

‘Salary’ means salary, wages or similar remuneration payable by an employer
to an employee, but does not include any bonus



SECTION 10B OF THE INCOME TAX ACT, 1962
— FOREIGN DIVIDENDS




* Most foreign dividends received by individuals from foreign
companies (shareholding of less than 10% in the foreign company)
are taxable at a maximum effective rate of 20% via the normal tax
system (not dividends tax)

e ForeignRA A RSYR& GKIFG R2y QU ljdzr £t A F&
an effective tax rate of 20%fective 1 March 2017

 No deductions are allowed for expenditure incurred to produce
foreign dividends



“REGISTERED LEARNERSHIP” IN THE
CONTEXT OF SECTION 12H OF THE INCOME
TAX ACT, 1962




* Allows an employer to claim a “Learnership allowance”
* Must registered in accordance with the Skills Development Act, 1998;

The period of the allowance has been extended from 1 October 2016
to 1 April 2022



e Amendment of paragraph 9 of Seventh Schedule to Act 58 of 1962 -
Employer provided accommodation

e Amendment of paragraph 12D of Seventh Schedule to Act 58 of 1962
— Retirement Fund Income P

Y\




PARAGRAPH 12D

* the contributions made by the employer or the pension fund or
provident fund for the benefit of the employee to such pension fund
or provident fund in terms of the rules of the fund — fringe benefit




PARAGRAPH S

(A—B)xCxDx100/12

* A represents the remuneration proxy derived by the employee in the
previous year of assessment

* B represents an abatement equal to an amount of R75 750
e C represents the factor to be used for Furnished/unfurnished

* D represents the number of full months in relation to the tax year
during which the employee was entitled to the occupation of the
accommodation for



TAX ADMINISTRATION

e Interest calculation rules under the Tax Administration
Act will be reviewed

* Interest payable by SARS is deemed to accrue to the
recipient on the date of payment by SARS

 The Income Tax Act will be amended to confirm the
approval process of public benefit organizations
receiving tax deductible donations

* The monthly employees’ tax on the overall annual
contribution cap of R350 000 should be spread
throughout the tax year



A FINE IS A TAX FOR DOING
WRONG. A TAX IS A FINE FOR
DOING WELL.

- _

THANK YOU



