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TAX HAPPY HOUR INDEX



Accounting vs Tax treatment of f ixed assets

1.



Cost price of an asset



Cost price of an asset

Examples of directly attributable costs 

(a) Employee cost from individuals that are directly involved in the 

construction or acquisition of an asset

(b) Professional fees
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Rules governing depreciation, impairment, useful lives 
and residual value



Change in estimate vs error



General Deduction Formula

2.



General 
Deduction 
Formula 
(S11(a))



General 
deduction 
formula:



Section 11 (e)

3.



Section 11(e) Wear and Tear Allowance



CASE NO: 24674 :DATE: 
25 November 2020 
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Understatement Percentage Penalty Table



The facts



The facts



The facts



The facts



The appellants argument



The Law: Section 11(e)



The Law: Section 11(e)



The Law: Section 11(e)
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Some personal notes….



Some personal notes….



Some personal notes….



Fences
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Air Conditioning
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Security
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Section 12C

4.







Process of manufacture
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Some practical 
issues



Repairs and Maintenance (S11(d))

5.



Specific accounting rules governing repairs and maintenance
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Section 11(d)
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Building al lowance

Sect ion  13qu in

6.



Sect 13quin Allowance



Commonly found errors
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Professional fees
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Leasehold improvements

Sect ion  11(g)  and  par  (h )  o f  Gross  Income Def in i t ion

7.



Section 11(g)



Par (h) of 
Gross Income 
Definition



Test for accession



Commonly found errors



Disposal of assets

8.



Accounting: Asset disposal
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Disposal of assets and other recoupments 
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Depreciable asset allowance - section 11(o)
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General recoupment provision (Section 8(4)(a))
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Donation/transfer recoupment: Section 8(4)(k)
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Asset Finance
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Accounting vs Tax







Accounting vs Tax



The lessee
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Sale of business

10.



Extracts from 
IN 94



Position of seller



Sale of business example – sells business for R10m (i.e. @NBV)



Sale of business journal entries
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Sale of business journal entries
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Position of purchaser



Purchase of business journals
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IN 94 – Position of buyer



Consequences



But what if corporate rules are used?
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