Sexrine Ha Pre-trade
rins EFINITION—————" Expenditure
. - Expenditure and losses actually incurred  Section 21 qualifyiva
. Expe.\qdlture canvet be duriva the year of assessment in the pre trade expenses can
carried forward or back production of the income, ot of capital be deductedonce
unless section 23H nature to the extent that it is (aid out / trade commenced.
applies. expewnded for thhe purposes of trade. « Expenses > lncome is
« Paraaraph 144(a) and 23 (o) rinafenced to that
« 244(a) - Positive Terms

trade.
e 23(aa) - Neaative Terms

. Ex diture
v Productio > zevn €
i GENERAL i st/
: o ¢ Amount spen
. A\pp(.y aross income definition. i o e spent.
: \?I.Lv:i':c{ae:t naave rise to & ﬁ « Disbursmewnt of assets
: o aav . .
et s parpase of DEDUCTION  with wonetary value
action.

Conwviection to income-
earnina business activities.

!/ FORMULA Y

Not of Capi Actually
Cownsiderations Nature IY’\ ijeéo
4.Go back to the purpose and intention. - All expenses for which a liability has beewn

2.Expense not to add to income-earnina structure.
3.Expewnse vnot for income-earnina riaht.
a.Expense does ot create an endurina bewvefit.

wnecurred. cunconditional leaal liabifity>

- Estmates are ot considered expewses.

- Shares issued for expewnses are ot deductible as
expewnses.

ts important to apply loaic and understand tie « Must be a quavitifiable amouwnt.

evenue first to assess the relevant expewnses.



, bitesd
239- Expevndntw-e (7]
production of foreian
dividewnds.

¢ Allows and limits expenses paid for a future

23r - Premiums iro insurance . \Ll:?vtx‘lts

#:r l“vle‘?. lmu;yé:ﬁol(tg. 2. Supply 8 Within € woviths after YoA.
nemployment, h. 2 Ay Eambe < AIO0.000

236 - Double Deductions

234 - Excessive expenditure
23C - VAT

ey Note—

\sEcTION 2% /7
< RULES 7

4

== Prohibited—
23(a) - Nonr-trade expewses.
23(h) - Notional{ interest.

23(i) - deductions aaainst any {ump sum withdrawal
bewvefits.

() - Restraint of trade (deductible ones discussed

- Apply 44(3) first and then 23
restrictions.

« Assess lhome office expenses
carefully (may vot be in
connection with dwelfiva).

e Deductions:

expense rules)

\Cw\pbymewt |

Expenses 23(wm)
. N/a where income » s0% commission.

4.Cowvitributions to retirement fund

2.Leaal Expewnses, wear and tear, bad debts,
provision for doubtful debts.

3.Refunds of amounits received.

4.Home office expewnses (qualifications per domestic

23(8) Private Mamtenavnce
23(c) - Recoverable
expewnses

23(d) - SARS interest,
pewvalties and taxes.
23(e) - Provisions and
reserves

23(f) - Expenditure to
produce exempt income

Domestic
Expewnditure

« Not aflowed uwniess
covniviected to trade.
« Qualifications:
4.Specifically equipped.
2.Exclusively used.
3.0r income > 0%
comwmission.



Leaal

e | r — pewnditur
ey Not o Qenerg . 1. L.Mked to operations with
4.Flaa, these sections for a.Advertisina - To advertise business but obiective of producina

test.
2.Explain your thouaht

process i a discussion.
a.Remember applicable case
{aw priviciples.

2.Copuyrialts, inventions, patewnts,
trademarks, kwow lhows - Ownly is paid for use
to aeverate revenue.

3.Damaaes and compensation - If nealiaence
is stronaly connected to trade.

4.Education - Professional CPD is deductible.

s.Ewmployee cost - deductible.

« A foss made due to the sale of PECIFIC

debts is deductible it the ﬂ

sale is to finance the

o “TRANSACTIONS

B tor avticpated NSACTION

fosses is viot allowed as a

deduction. /

== Key Notes— -

4.The aeneral deduction formula always applies to all
transactions.

2.Prohibitions is for anti avoidance - thherefore think of
how a section cawn be twisted and you will idewntify the
reasow for tihe prohibition.

3.Always be on the lookout for specific transactions as
they are usually hidden v a fact pattern.

a.Expewnses is whhere loaic is required.

2.Not capital i nature.
3.Not to protect income.
2 covisiderations:
« Creation of riaht (Capital)
« In actual earniva of
ncome (inncome

s fires, theft and
embezzlemewnt:

« Deductible unless
recoverable by

mnsurance.
« Director embezzlement

\ = ot deductible.

Losses

« Advavnices to 3rd parties - If loans is ntearal part
of business then deductible

« Borrowinas from 3rd parties

- Hold on reveniue accounts as workina cappital
ewmployed then deductible.

+ Hold amounts as fixed capital thew wo deduction.




