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QUESTION 1  50 marks 
 
Details of the taxpayer 
 
Speak Easy Ltd (‘Speak Easy’) is listed on the Johannesburg Stock Exchange. The 
company was formed in South Africa in 2003, and has subsequently expanded its operations 
internationally, with branches and subsidiaries in a number of other African countries, 
including Kenya and Nigeria. Speak Easy has a June financial year end, is effectively 
managed in the Republic of South Africa and is a Category B value-added tax (VAT) vendor. 
 
Speak Easy specialises in the maintenance and repair of cell phone masts, and provides its 
services to a number of major cellular communications providers. In every major city in 
which it operates, Speak Easy employs a number of technicians, whose responsibility it is to 
maintain its customers’ cell phone masts in the area. In order to perform their duties, Speak 
Easy provides each technician with the use of a single-cab bakkie (a light delivery vehicle). 
The technician has full business and private use of this vehicle, which is granted to them 
from the date that it is purchased until it is replaced after five years or until the employee no 
longer qualifies for use of the vehicle. 
 
Employee: Mr Marvin Maartens  
 
Mr Marvin Maartens, a 59-year-old South African resident, was employed as a technician 
with responsibility for the maintenance of the cell phone masts of the company’s customers 
in the Midrand area, close to where he lived. Mr Maartens is not a VAT vendor. The current 
bakkie he used had been purchased, with a maintenance plan, by Speak Easy under a 
suspensive sale agreement on 4 January 2016. The retail market value, as determined by 
the Minister of Finance by Regulation, on this date amounted to R330 000. It is the policy of 
Speak Easy to brand the vehicles used by its employees by having the company’s name and 
other marketing material painted on the vehicles.  
 
Mr Maartens travelled an average of 10 000 km per month. He kept a logbook which was 
reviewed on a monthly basis by Speak Easy. Mr Maartens travelled a total of 11 400 km for 
private purposes evenly over the six-month period 1 March 2016 to 31 August 2016. He paid 
for all fuel costs in respect of the bakkie. The open market value on 31 August 2016 was 
R280 000.  
 
On 31 August 2016 Mr Maartens was summoned to a disciplinary hearing, following which 
his employment was terminated by Speak Easy with immediate effect. Mr Maartens was 
paid his final month’s cash salary of R15 000, and an amount of R30 000 in lieu of any 
notice period. This is the only lump sum he has ever received from an employer.  
 
Mr Maartens was consistent in planning for his retirement and had always contributed 5% of 
his cash salary to a retirement annuity fund. Speak Easy had always matched Mr Maartens’s 
contribution to this fund. Speak Easy took all contributions into account for employees’ tax 
purposes. After the termination of his employment, Mr Maartens contributed the full R1 500 
per month to the retirement annuity fund. Up to that date he had never retired or withdrawn 
from this or any other retirement fund.  
 
Mr Maartens had also taken out an income protection insurance policy, in respect of which 
he had paid premiums of R800 per month up to and including August 2016. In terms of this 
policy he was entitled to compensation of R10 000 per month for six months in the event that 
he became unemployed. Mr Maartens began claiming from the policy in September 2016, 
and continued to do so for the remainder of his 2017 year of assessment.  
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Team building event 
 
On 1 and 2 June 2016 (a Wednesday and Thursday), Speak Easy held a corporate team 
building event in the Pilanesberg National Park, northwest of Johannesburg. The company 
paid R360 000 for accommodation and R200 000 for food and beverages for 100 employees 
(including Mr Maartens) for the two nights. The company also provided the employees with 
new company-branded golf shirts in different colours for different teams, which had to be 
returned afterwards. Speak Easy purchased the golf shirts in May 2016 from a South African 
subsidiary company, for an agreed consideration of R150 each, when their open market 
value was R220 each. After the event, Mr Maartens specifically requested, and was allowed, 
to buy 15 of the returned shirts from the company for R100 each. Mr Maartens then donated 
the golf shirts to a homeless shelter and received a valid receipt in terms of section 18A of 
the Income Tax Act, 1962 (Act 58 of 1962), as amended, from the shelter. 
 
Non-resident employee 
 
Speak Easy’s foreign operations were in need of restructuring. For this purpose, Speak Easy 
brought the Chief Executive Officer of its Nigerian operations, Mrs Juba Adeyemi, to South 
Africa for nine months from 1 September 2016. Mrs Adeyemi is not a South African resident 
and has never previously travelled to South Africa. Speak Easy paid the following for Mrs 
Adeyemi and her family during her stay in the country: 

 R20 000 rent per month (including electricity) for a fully-furnished four-bedroomed 
house in Fourways in a security complex. The owner of the property, who is not a 
connected person in relation to Speak Easy, pays the rates and water accounts. 

 R1 900 per month for security at the complex. 

 R6 000 per month for school fees at the International School for her son. 
 
Claim for compensation 
 
In April 2016, while performing routine maintenance at a customer’s mast late one night in 
the rain, Mr Maartens failed to properly close the unit he was working on, and rainwater 
caused significant damage to the circuit boards. 
 
The customer sued Speak Easy for damages to the mast, which the company defended on 
the basis that the customer had known that it was raining when it requested the maintenance 
to be performed. However, based on the legal advice Speak Easy received, it recognised a 
provision of R250 000 for this possible claim in its June 2016 annual financial statements. 
 
In July 2016 Speak Easy, through its lawyers, approached the customer who was suing it 
and offered to pay the amount that it had provided for – R250 000 – in full and final 
settlement, if the customer agreed to drop the case. The parties agreed to this on 
21 July 2016, and the amount was paid over on 16 August 2016. On the same date, the 
company submitted a claim to its insurers, in respect of which it received R187 500 on 
31 August 2016, being 75% of the settlement amount. 
  
Additional information 
 

 Speak Easy transacts only with VAT vendors unless otherwise indicated.  

 All amounts provided above include VAT where applicable, and in all cases Speak 

Easy obtained valid VAT invoices. 
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QUESTION 1 – REQUIRED  
Marks 

Sub-
total 

Total 

(a) 

 

Discuss whether, and if so when, Speak Easy will be allowed to 
deduct the amount of R250 000 related to the settlement for 
damages in the determination of its taxable income. 
 
Communication skills – logical argument 

 
 

10 
 

1 

 
 
 
 

11 

(b) Calculate, with supporting reasons, Mr Maartens’s balance of 
remuneration for employee’s tax purposes for the month of 
June 2016.  

 
 

9 

 
 

9 

(c) Discuss the income tax consequences for Mr Maartens for his 
2017 year of assessment of –  

 the amount of R30 000 paid to him by Speak Easy on 
31 August 2016; and 

 his income protection insurance policy. 

 
 
 
 

9 

 
 
 
 

9 

(d) Draft a memo in which you advise Speak Easy, with reasons, of all 
the VAT consequences for the company for the VAT period ending 
30 June 2016 of the following: 

 The company-branded single-cab bakkie, and  

 The refreshments, accommodation and golf shirts purchased 
for the company’s team-building event. 

 
Communication skills – presentation  

 
 
 
 
 

12 

1 

 
 
 
 
 
 
 

13 

(e) Advise Mrs Adeyemi on the South African income tax 
consequences for her of the payments made by Speak Easy. 
 

 Assume that Mrs Adeyemi’s relevant remuneration proxy is 
equal to R780 000. 

 Ignore all double tax agreements. 
 

Communication skills – logical argument 

 

7 
 
 
 
 
 

1 

 
 
 
 
 
 
 

8 

Total  50 

 
 
 


