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PART 1 - BUDGET 2008

1. What is the amount of the primary rebate for natural persons under the age of 65 for the year of assessment ending 28 February 2009?

a. 7 740

b. 8 280

c. 4 680

d. 5 040

e. None of the above

2. What is the amount of the secondary rebate for natural persons over the age of 65 for the year of assessment ending 28 February 2009?

a. 7 740

b. 8 280

c. 4 680

d. 5 040

e. None of the above

3. What is the amount of the total rebate for natural persons over the age of 65 for the year of assessment ending 28 February 2009?

a. 13 320

b. 12 420

c. 4 680

d. 5 040

e. None of the above

4. What is the amount of the tax threshold for natural persons under the age of 65 for the year of assessment ending 28 February 2009?

a. 69 000

b. 74 000

c. 43 000

d. 46 000

e. None of the above

5. An individual aged 50 receives interest from his South African bank of R20 000 and foreign interest of R4 000 for the year of assessment ending 28 February 2009. What amount of her interest is taxable?

a. 1 000

b. 5 000

c. 1 800

d. 20 000

e. None of the above

6. An individual aged 40, married with two small children, is a member of a medical aid fund. His employer pays 100% of the contributions to the fund, which amount to R4 000 each month. What is the taxable value of the fringe benefit in respect of the medical aid contributions for the year of assessment ending 28 February 2009?

a. 4 000

b. 48 000

c. 26 040

d. Nil

e. None of the above

7. An individual aged 30 sells a capital asset on 1 June 2008 for proceeds of R50 000. The base cost of the asset was R30 000. What is the amount of the taxable capital gain?

a. 50 000

b. 20 000

c. 4 000

d. 1 000

e. None of the above

8. The basic tax rate for a trading company (non-mining; not an employment company; not a small business corporation) with a year of assessment ending 31 July 2008 is:

a. 0%

b. 10%

c. 28%

d. 29%

e. None of the above

9. A small business corporation with a with a year of assessment ending 31 December 2008 will not have to pay any normal tax on taxable income up to what amount?

a. Nil

b. 43 000

c. 46 000

d. No limit

e. None of the above

10. The STC rate on dividends declared from 1 October 2007 onwards is –

a. 0%

b. 10%

c. 12.5%

d. 20%

e. None of the above

11. Which of the following statements is/are true?

a. From a date to be announced in 2009, STC will no longer be charged on dividends declared by a company.

b. There are no changes planned with regard to STC.

c. Dividend credits will fall away when the new withholding tax on dividends becomes effective.

d. All of the above.

e. None of the above.

12. Which of the following statements is/are true?

a. A new turnover tax is to be introduced for small businesses with turnover not exceeding R1 million per year.

b. The new turnover tax will apply immediately.

c. The new turnover tax will be applied at a flat rate of 10%.

d. All of the above.

e. None of the above.

13. Which of the following statements regarding the proposed venture capital tax incentive is/are true?

a. The incentive will be available for those providing capital to (non-mining) small businesses with turnover not exceeding R14 million.

b. The incentive will be available for those providing capital to (non-mining) small businesses with gross assets not exceeding R7 million.

c. The incentive is in the form of a 30% allowance (for non-mining businesses) in the year of providing the capital.

d. The annual deduction will be capped at R7.5 million for venture capital funds.

e. All of the above.

14. The monthly monetary caps for tax-free medical scheme contributions or deductions for contributions to medical schemes from 1 March 2008 are –
a. R500 each for the first two dependants and R300 for each additional dependant

b. R530 each for the first two dependants and R320 for each additional dependant

c. R570 each for the first two dependants and R345 for each additional dependant

d. R570 each for the member and all dependants

e. None of the above

15. According to the 2008 Budget proposals, the tax-free portion of a bursary granted by an employer to a relative of an employee will be increased to –
a. R2 000 per year but only if the employees’ total remuneration does not exceed R60 000 per year

b. R3 000 per year but only if the employees’ total remuneration does not exceed R60 000 per year

c. R10 000 per year but only if the employees’ total remuneration does not exceed R100 000 per year

d. R10 000 per year with no limit on the employees’ total remuneration 

e. None of the above

16. Where an employee is paid a subsistence allowance because he or she is obliged to spend at least one night way from home for business purposes, and the travel is within South Africa, what amount is the employee deemed to have expended with effect from 1 March 2008?

a. Nil

b. R240 per day if the employee is required to pay for meals and incidental costs

c. R73.50 per day if the employee is required to pay for incidental costs only

d. R200 per day if the employee is required to pay for meals and incidental costs

e. None of the above

17. Which of the following statements is/are true?

a. The VAT compulsory registration threshold is to increase from R300 000 to R1 million from a date that is still to be announced

b. The VAT compulsory registration increased from R300 000 to R1 million from the date of the Budget speech

c. There is no planned increase in the VAT compulsory registration threshold

d. The VAT compulsory registration threshold has decreased to R20 000

e. None of the above

PART 2 - TAX UPDATE

18. From 1 March 2008, the interest rate charged by SARS on outstanding taxes is:

a. 18%

b. 16%

c. 14%

d. 12%

e. 0%

19. From 1 March 2008, the “official interest rate” for fringe benefits tax purposes is:

a. 18%

b. 16%

c. 14%

d. 12%

e. 0%

20. Which of the following statements is/are true?

a. STC will be charged on pre-1993 profits and pre-2001 capital profits that are included in any liquidation dividends declared on or after 1 January 2009. 

b. The term “dividend” now includes any profits distributed, whether realised or unrealised and whether or not the profits are reflected in the company’s financial statements. 

c. Paragraphs (c) and (d) of the dividend definition have been deleted. 

d. With effect from 1 October 2007, the amount of share capital and share premium that can be allocated to a particular class of shares in a distribution to shareholders may not exceed the contribution given in respect of the issue of that class of shares. 

e. None of the above

21. In the new definition of “group of companies” in section 41 of the Income Tax Act, which of the following companies is not included in a group of companies?

a. a company incorporated outside South Africa (i.e. a foreign company)

b. a section 21 company

c. a company that has been approved as a public benefit organisation
d. a holding company whose only income is dividends from subsidiaries
e. None of the above
22. Which of the following statements is/are true?

a. In terms of the amendment to section 44(9A) of the Income Tax Act, in an amalgamation transaction the amalgamated company’s profits are effectively rolled over to the resultant company, so that STC remains payable when the resultant company makes  a subsequent distribution of those profits to its shareholders

b. In terms of the new section 9C of the Income Tax Act, sales of shares held for more than 3 years are generally deemed to be capital in nature

c. The new section 9C of the Income Tax Act applies to shares sold on or after 1 October 2007

d. The new section 9C of the Income Tax Act does not apply to the sale of a share in a share block company

e. None of the above

23. A company buys shares for R150 in 2008 as trading stock and holds the shares for 5 years before it sells them in 2013 for R290. What is the amount of tax that the company will pay on the sale of shares in 2013 (assuming no further changes in tax rates)?
a. R39.20 ((290 – 150) x 28%)

b. R19.60 ((290 – 150) x 50% x 28%)

c. R9.80 ((290 – 150) x 25% x 28%)

d. R81.20 ((290 – 0) x 28%)

e. Nil

24. Mr X has a shelf company that he has held for the last 5 years. He advanced a loan to this company and it used the funds to purchase a property on 1 March 2007 for R1 million. Mr X sells his shares in the company on 1 April 2010 for R1.3 million. Which of the following statements is/are true?
a. The proceeds on the sale of the shares, i.e. R1.3 million, will be deemed to be capital in nature.

b. The proceeds on the sale of the shares, i.e. R1.3 million, will be deemed to be revenue in nature.

c. Mr X will be taxed on the proceeds in his own hands.

d. The usual facts and circumstances test will have to be used to determine whether the proceeds on the sale of the shares are capital or revenue in nature because the provisions of section 9C don’t apply here.

e. None of the above.

25. T, aged 60, retired from Big (Pty) Ltd on 1 December 2007 after being a member of the company’s pension fund for 30 years. On retirement he receives a lump sum from the pension fund amounting to R900 000. During his membership of the fund, all his contributions were allowed as deductions in terms of section 11(k) of the Act and he has never received other retirement lump sums.  What amount of his lump sum will be taxed?

a. 900 000

b. 600 000

c. 300 000

d. Nil

e. None of the above

26. Use the same information as was provided in question 25 and assume that the taxable portion of the lump sum is R600 000. What amount of tax will be paid on the lump sum if T had no other taxable income for the year?

a. 240 000

b. 135 000

c. 126 720 

d.   99 720

e. Nil

27. Which of the following statements is/are true?

a. A surplus distribution received from a pension fund in terms of the Pension Funds Second Amendment Act, 2001 is not included in the recipient’s gross income

b. Where a person was a member of public sector pension fund before 1 March 1998 and he subsequently transferred his benefits to a private sector pension fund, his benefits relating to the pre-1 March 1998 period will be “rolled over” so that they will still be exempt from tax when he eventually retires from the private sector fund. 

c. A pension fund or retirement annuity fund may allow a retiring member to withdraw her full benefit as a lump sum is her total retirement interest in the fund at the time of retirement is not more than R75 000.

d. A retirement fund is not required to withhold employees’ tax from a lump sum benefit, other than a retirement fund lump sum benefit, if the recipient’s taxable income (excluding any retirement fund lump sum benefit) did not exceed the tax threshold in the immediately preceding year of assessment.

e. None of the above.

28. An employee of a manufacturing company is killed whilst operating a machine in the factory. The employee’s dependants receive a payment for the Compensation Fund established in terms of the Compensation for Occupational Injuries and Diseases Act No. 130 of 1993 (COIDA). In addition, the employer pays the dependants a lump sum of R500 000 to assist with their living costs. What amount of the R500 000 is taxable, assuming that none of the section 10(1)(x) exemption has been previously used?

a. 500 000

b. 300 000

c. 200 000

d. Nil

e. None of the above

29. Tom, a resident, has been employed by a South African company for the last 10 years. During this period, between 2003 and 2004, he spent 1 year working at the company’s head office in Germany. On his 10th anniversary he receives shares in the company worth R100 000, which are free of any restrictions on sale, in recognition of his 10 years’ service. What amount of the R100 000 benefit is exempt from normal tax in terms of section 10(1)(o)(ii) of the Income Tax Act?

a. 100 000

b.   50 000

c.   33 333

d.   10 000

e. Nil

30. Company Y and company Z are both held 100% by company X. Company Y purchased equipment for R100 000 and has claimed tax allowances of R30 000 on this equipment. It now sells the equipment to company Z for R110 000 (being the current market value). What amount is included in the taxable income of company Y as a result of the disposal?

a. Nil

b. 10 000

c. 30 000

d. 35 000 (R30 000 recoupment plus R5 000 capital gain (50% of R10 000))

e. R110 000

31. Using the information from the question above, what is the “depreciable cost” of the equipment in company Z?

a. 110 000

b. 105 000 (100 000 + 5 000) 

c. 100 000

d. 70 000

e. Nil

32. Which of the following statements regarding the section 13quin allowance is/are true?

a. The allowance may be claimed in respect of buildings used by a taxpayer in the production of income

b. The allowance is calculated at 5% per year 

c. The allowance may be claimed on buildings used to provide residential accommodation

d. The allowance may be claimed on a building was previously used by the taxpayer and then disposed of under a sale and leaseback transaction

e. None of the above

33. Which of the following statements is/are true?

a. Medical services provided by employers to their employees for purposes of complying with any law of the Republic do not give rise to fringe benefits tax

b. Qualifying medical expenses paid by a taxpayer in respect of his mother-in-law will qualify for the section 18 deduction if the mother-in-law is listed by the medical scheme as a dependant of the taxpayer

c. Taxpayers are permitted to deduct donations to qualifying public benefit organisations up to a maximum of 5% of their taxable income for years of assessment ending on or after 1 January 2008

d. Taxpayers are permitted to deduct donations to qualifying public benefit organisations up to a maximum of 10% of their taxable income for years of assessment ending on or after 1 January 2008

e. None of the above

34. Jacques d’Est is employed by a French company. He arrives in South Africa on 1 March 2008 to commence a 1-year contract with the local branch of the company. He is provided with free accommodation in Johannesburg throughout the contract period, which costs his employer R20 000 per month. At the end of his contract period he will return to his home in France. What is the taxable value of the residential accommodation fringe benefit?

a. Nil 

b. 5 000 per month

c. 10 000 per month

d. 20 000 per month

e. None of the above

35. A resident developed an invention and then assigned it to a foreign company. The foreign company registered the patent and allows the SA resident to use the patent in exchange for a licence fee of R1 million per year. The licence fee meets all the requirements of section 11 (a) of the Income Tax Act. What amount may the SA resident deduct in respect of these licence fees each year, assuming that the 12% withholding tax applies to the licence fee payments?
a. Nil 

b. 333 333

c. 500 000

d. 1 million

e. None of the above

36. H Co purchased 100% of S Co for R20 million in 2000. On 15/3/2008 S distributes a dividend of R20 million to H Co. 1 Month later, H Co sells the S Co shares for R15 million. What is H Co’s capital gain or loss on the sale of the S Co shares?
a. 5 million (R20m – 15m) capital loss (which does not exceed the extraordinary dividend of R17.75 )

b. 15 million capital gain

c.  2.75 million as R2,25m (R15m x 15%) of the R5m capital loss is disregarded

d. 0.75 million (15% of the R5m capital loss)

e. None of the above

37. A taxpayer acquired a share for R120 in 2002. The current market value of the share is R200. The taxpayer receives a capital distribution of R20. What amount must be treated as a capital gain in the taxpayer’s hands on the date the distribution is made?
a. 200

b.   80

c.   20

d.     8 (R20 – R12 (10% x  120))
e. None of the above

38. A Co. purchased shares in Z Co. on 1 June 2002 for R18 million. Between 1 June 2002 and 30 September 2007, A Co. received capital distributions from Z Co. amounting to R6 million. A Co. still holds the shares in Z Co. on 1 July 2011 and the market value of the shares on that date is R50 million. What is the amount of the capital gain that is deemed to arise in A Co. on 1 July 2011?

a. 6 million

b. 3.84 million (R6m – R2.16m (6/50 x 18m))

c. Nil

d. Capital loss of R12 million

e. None of the above

39. A taxpayer owns 2 000 ordinary shares in Co. X, which is on the JSE. The taxpayer is forced to dispose of 25% (i.e. 500) of the Co. X shares pursuant to a section 311 court order. The base cost of the shares disposed of is R90 000 and the shareholder sells the shares for R110 000. Forty days after the forced disposal, the taxpayer repurchases 500 ordinary shares in Co. X on the open market for R135 000. What is the amount of the taxpayer’s capital gain on the disposal of the 500 ordinary shares?

a. 110 000

b.   90 000

c.   20 000

d. Nil as the capital gain is deferred

e. None of the above

40. A non-resident (individual) sells a house in Camps Bay, Cape Town on 31 March 2008 for R6 million. What amount of tax must be withheld from the proceeds paid to the non-resident seller?

a. 300 000

b. 450 000

c. 600 000

d. Nil 

e. None of the above

SOLUTIONS

	1. 
	b

	2. 
	d

	3.
	a 

	4. 
	d

	5.
	b

	
	Total

R

Exempt

R

Taxable

R

Local interest

20000

15800

4200

Foreign interest

4000

3200

800

Total

24000

19000

5000



	6.
	c

	
	Monthly

R

Year total

R

Contributions

4000

48000

Exempt

1830

21960

member

570

spouse

570

Children (345 x 2)

690

Taxable

26040



	7.
	d

	
	R

Proceeds

50000

Base cost

30000

Capital gain

20000

Annual exclusion

16000

Aggregate capital gain

4000

Inclusion rate

25%

Taxable capital gain

1000



	8.
	c

	9. 
	c

	10.
	b

	11.
	a & c

	12.
	a

	13.
	e

	14.
	c

	15.
	c

	16.
	b & c

	17.
	a

	18.
	c

	19.
	d

	20.
	a, b, c & d

	21.
	a, b & c

	22.
	a, b, c & d

	23.
	b

	24.
	d

	25.
	b

	26.
	b

	27.
	a, b, c & d

	28.
	c

	29.
	d

	30.
	d

	31.
	b

	32.
	a & b

	33.
	a, b & d

	34.
	a

	35.
	b

	36.
	a

	37.
	d

	38.
	b

	39.
	d

	40.
	a
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