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Leading through financial 
distress

In the “business post-Covid” future, CEOs and other 
business leaders will need exceptional wisdom, 
courage and innovation to lead their companies 
through financial distress to recovery. For many 
previously successful businesses, the financially 
distressed environment is an unfamiliar and unknown 
environment. 

As business rescue practitioner I have seen many 
companies journey through financial distress and can 
provide some advice in this regard. In these difficult 
times the leaders tend to focus on the crisis at hand 
and try to put out fires. Legal advisors assist them in 
pushing back the flames by opposing litigation and 
threatening liquidation. They also consider business 
rescue to benefit from the moratorium on legal 
action it provides. However, filing for business rescue 
without a plan is like turning into a dark alley without 
headlights: That route is destined for failure. 

The company and its advisors must make the effort 
to do a proper assessment of the holistic situation, 
acknowledging the fact that a business is a complex, 
interconnected system.  A thorough and detailed 
strategic analysis is necessary prior to making any 
decision or providing any advice with regards to a 
business turnaround, restructuring, business rescue 
or liquidation. The analysis needs to focus on all 
levels of the business.

Strategic level
Even before the Corona pandemic, it was evident 
that the acceleration and convergence of exponential 
technologies will completely reshape every industry 
and society over the next decade. This is a given and 
every single company should often re-evaluate its 
operational models, relevance of their product or 
service and the way they do business. The Corona 
pandemic has, in many instances, accelerated 
this change. Think for example about the use of 
video conferencing and webinars. The use of these 
technologies was fast-forwarded by the lockdown and 
this will have a sudden impact on many industries. In 
a similar way many other new technologies will be 
fast-forward during this time. Companies will need 
to adjust and realign much quicker as a result of 
sudden changes in society and in the environment 
we do business in. Every business can be regarded as 
a start-up and should re-evaluate its business plan. 
This is not all negative, because these technological 
advances usually create massive opportunities, 
and this will be no different. For example, the 
rapid increase in the use of video conferencing has 
removed geographical boundaries, which creates 

more national and international opportunities to certain 
service companies.  

Macro environmental level
It is clear that the macroeconomic environment will 
totally change as a result of the Corona pandemic. The 
global recession will impact international trade. The 
government will certainly change the budget as a result 
of all the unexpected expenditure connected do the virus 
and companies who are directly or indirectly dependent on 
government contracts will have to assess the impact it will 
have on their business. The negative consumer sentiment 
and job losses will change consumer spending. It is not 
all doom and gloom, because the lower interest rate and 
possible privatisation of government-owned businesses 
create opportunities. Companies should make the time 
to assess the impact these changes will have on their 
businesses. 

Company analysis
The Corona pandemic has disrupted many companies in 
terms of their financial position, cash flow reserve, income, 
client base, pricing strategy, distribution channels, service 
offering, labour force, etc. Business is a complex organism 
where all these aspects work together and are interrelated. 
Companies will have to take stock and do a proper holistic 
assessment and analysis of these aspects and based on that 
assessment they will need to strategise what to do going 
forward. They should not neglect the detail. 

The above analysis may seem like a waste of time, especially 
when leadership need to attend to crisis management. 
However, when done in the right manner, this can be done 
effectively. That is why CORE Turnaround and Restructuring 
uses scientifically proven methods to analyse and evaluate 
every aspect of the business. This enables us to make an 
informed diagnosis of the problem and identify the best 
possible treatment for the problems. 

After the information has been analysed, the leaders and 
advisors can identify possible solutions, which may include 
actions to increase profitability, generate cash, restructure 
the balance sheet, dispose assets, obtain funding, mergers 
and acquisition, realign service / product offering, entering 
new markets, etc. 

These solutions can also be implemented in different 
environments, for example the normal business 
environment, informal wind-down, formal business rescue 
process, section 155 compromise with creditors and even 
liquidation. Each of these environments have their pros, 
cons and inherent implications. 

Business leaders should therefore be properly informed 
about the impact of each of these environments on the 
business, directors, shareholders, employees, clients and 
creditors.

Every business leader knows the importance 
of keeping their eye on the big picture 
while paying attention to detail. 



This is even more important in times of crisis. It is therefore paramount that every leader must be brutally honest 
with himself/herself in these times and acknowledge when financial distress in their business is imminent or already a 
reality. They need to get assistance from someone who is independent, takes a holistic view and, given the complexities 
surrounding the distressed environment, someone who will be able to assist them in navigating this minefield. 
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Prepared by CORE Business Development

A bridge to an unknown future

During the national budget presentation in February 
2020, Finance Minister Tito Mboweni was clear that due 
to the fragile state of our economy and the historic high 
expenditure of South Africa, government had to find ways 
to survive the current situation to allow time to re-position 
our economy. Then, only a few weeks later, the Covid-19 
pandemic made our shores and all the scenarios changed 
again.

In June, Mboweni presented an amended budget due 
to this impact and gave the public a glimpse of what the 
future holds for South Africa post-Covid-19. In the lead-up 
to the presentation, various scenarios were considered and 
discussed from methods to increase income via higher taxes, 
reducing government spending, increase in borrowings and 
the related costs, to name a few.

Government decided not to increase revenue through 
additional tax rate changes, other than that proposed in 
February 2020.  The focus was placed on re-aligning the 
expenditure to where it is most needed, all while trying 
to curb the upward debt spiral that our country already 
experiences.

During February 2020, government predicted that total 
revenue would increase by R66.9 billion. Now government 
estimates that gross tax collection alone can reduce with as 
much as R300 billion. Currently the gross tax collection is 
already down by R35.3 billion compared to last year, which 
equates to a 19.9% reduction in tax collection. This highlights 
the immense pressure on businesses and the impact of the 
pandemic even more. Against this backdrop government 
predicts that our economy will contract by 7.2%.

Government predicted a revenue to GDP percentage of 
29.2% during February and now this will be also be reduced 
further due to lower tax revenue collection. Similarly, 
government budgeted during February for a shortfall of 
R370.5 billion (6.8% of GDP) and this is now adjusted to 
a shortfall of R761.7 billion (15.7% of GDP), even if one 
considers the main budget deficit it is still predicted at 
14.6% of GDP.

Mboweni also highlighted that debt is projected to be close 
to R4 trillion (81.8% of GDP) at the end of this fiscal year, 
up from estimates of R3.56 trillion (65.6% of GDP). This 
equates to a 15.2% increase in estimated debt for this year 
alone. Based on early estimates, government would only 
be able to stabilise our debt at 87.4% of estimated GDP 
in 2023/2024. If one considers expected revenue of R1.12 
trillion and debt of R4 trillion, our debt to gross tax revenue 
ratio is estimated at 357%. This is indeed amounts and 
percentages that paint a bleak picture of the future.

One silver lining is that mention was made that government 
understands these immense challenges. Mboweni indicated 
that zero-based budgeting will be implemented as a guiding 
principle, that R230 billion of spending will be cut during the 
next two fiscal years and that tax measures of R40 billion 
over the next four years are required.

It must be noted that even if government found measures 
to reduce spending by R230 billion, the total expenditure 
in two years will still be higher than the past fiscal year’s 
expenditure and tax revenue will not increase enough 
to ensure that we recover to pre-Covid-19 estimates. A 
surplus is predicted, although this will take immense effort 
to achieve with all the variables in play. Further mentions 
were made to the narrow road that government decided 
to follow and it was also noted that if government remains 
passive, economic growth will stagnate and debt will spiral 
uncontrollably upwards. 

Although there are positive aspects, one thing remains 
unclear: How will this be accomplished? During the 
presentation it was stated that government must build a 
bridge to the post-lockdown future of our country. Quite a 
few times it was mentioned that this will be via infrastructure 
spending, but no mention was made of the methods of 
funding these.  Government committed R100 billion over 
ten years to this in past budgets, but this will 
not be enough to kick-start an ailing economy.   

Clear, concise commitments will entice 
investors to invest in South Africa and 
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businesses will have the confidence to employ people 
and help grow South Africa. This could lead to a lower 
unemployment rate, higher tax revenue and GDP and this 
will have the long lasting benefits that government is after. 
Furthermore, it was expected that government would use 
these difficult times to make the tough calls and reduce 
unnecessary spending, amend fiscal policy, reduce reliance 
by State-owned enterprises on government and take 
corrective actions to build business confidence. This was not 
achieved, and one thing remains for all to see: Our country 

The rand has weakened by around 28% against the US dollar this year, hitting a peak of R19.35 per dollar at the start of April, 
before rallying somewhat to R18.45 to the greenback. This rand weakness has come on the back of heightened global risk 
aversion associated with the Covid-19 pandemic, as well as substantial outflows from the South African bond and equity 
markets, with bond outflows due in part to South Africa’s sovereign credit rating downgrades from both Moody’s and Fitch 
and South Africa’s exclusion from the World Government Bond Index (WGBI) at the end of April.

However, we expect the rand to recover in the latter half of the year for the following reasons, assuming that South Africa is 
able to get on top of the Covid-19 pandemic and to some extent reboot its economy after the lockdown measures:

Capital inflows
A number of local asset managers are above their prudential offshore investment allowances as a result of this year’s rand 
weakness and a likely sharper sell-off of domestic markets compared to international markets, and their consequent need to 
repatriate some of their offshore investments over the coming months.

Valuations
We believe that from a purchasing power parity perspective, the trade-weighted rand is currently 17% undervalued, while 
our peer model (which calculates the implied fair value of the rand based on other high-yielding and commodity-based 
currencies) suggests that the rand should currently be trading at R16.98 to the dollar.

Current account balance
We expect the current account deficit to narrow significantly this year due to improvements in South Africa’s terms-of-
trade improvements (essentially the price of its exports versus that of its imports), reduced dividend and interest payments 
abroad, and import compression due to the weak economy.  The slump in the oil price as well as strong precious metal prices 
underpin sharply better terms of trade over the last year, while aggressive net sales of South African bonds and equities 
in recent quarters ought to lower coupon and dividend commitments to offshore investors. Absa now forecasts a current 
account surplus in the first quarter – the first since 2003, and a deficit of just 0.9% for 2020 as a whole.  A smaller current 
account deficit reduces the need for a more competitive exchange rate.

Carry trade
We believe the South African Reserve Bank is unlikely to cut policy rates to the extent that is currently been priced into the 
market, which together with a reduction in global volatility levels should enhance the rand’s carry trade appeal. Given the 
above reasons Absa forecasts the rand to be at R16.40 by year-end.

Risks to our view
Firstly, global investors are generally risk averse. Any fresh wave of global risk aversion due to the heightened 
USA/China trade war tensions or Covid-19 related fears could keep the rand weaker for longer. For 
instance, the Trump administration may want to retaliate against China in response to the global 

needs stimulus to fuel growth. It is a unanimous view that 
the best way to ensure our country’s financial future is by 
growth and government needs to show us the roadmap to 
economic growth.

We still have hope for South Africa’s economic recovery, but 
without clear commitments from government and without 
economic growth it will indeed be difficult to build a bridge 
to the future if we do not know what the landscape looks 
like that we need to cross.

What could the rest of 2020 hold for the rand?

Prepared by CJ Stokes - Beraca Accountants & Auditors Inc.



pandemic outbreak that originated in the city of Wuhan. One way of accomplishing this is to increase tariffs on Chinese 
imports to the USA even more.

Secondly, with the South African government aiming to borrow up to $4.2 billion from the IMF and $1 billion from the New 
Development Bank, the rand could begin to recover more quickly than expected if these loan deals are quickly agreed and 
the National Treasury converts this multilateral funding into rand in the next couple of months.

Recommendation
Due to our open economy, the value of the rand plays a very important part in the returns a producer realises by the end of 
the export season. It is not only true for producers that export. The value of the rand determines the majority of our local 
agricultural product prices, not to mention the prices of production inputs. The successful management of a producer’s forex 
account and exposure to volatile exchange rates can optimise his efforts to limit income risk and to earn what he deserves for 
his effort to ensure food security to the nation. Producers may need to talk to their financiers on a more frequent basis and 
get the necessary forex support to optimise their profits.

Source: Absa Research and Agribusiness
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The long-range economic impact of the Covid-19 crisis 
is unclear at this time, but near-term hiring plans for 
most employers are already in a state of instability. As 
Covid-19 cases increase and response measures tighten, 
most employers will suspend hiring activity. The degree 
of uncertainty that is predicted to sustain through the 
remainder of 2020 is likely to cause many employers to put 
an indefinite pause on plans. This doesn’t mean they won’t 
hire again, just that right now they can’t make accurate 
predictions.

The health crisis may loom for up to six more months or 
longer, but it will subside. How much upheaval it will 
leave in its wake is open to speculation. However, there 
is reason to believe that most things currently shuttered 
will resume some appearance of operation. Students and 
other jobseekers should focus on positioning themselves for 
fast re-entry into the job market when conditions begin to 
stabilise. That means spending time now deeply researching 
interest fields and employers, perfecting resumes and social 
media profiles, expanding their network of professionals, 
and honing interviewing skills.

Some industries are currently experiencing or will 
experience increased demand for goods and services 
because of the crisis, such as health care, pharmaceuticals, 
grocery chains, delivery services, virtual technology tools, 
remote instruction, and others. As the crisis lingers, many of 
these industries will need to ramp up hiring.

Prepared by CORE Financial Solutions

Is your career in limbo 
due to Covid-19?

One lesson many employers learned after the 2008 recession 
was not to cut off talent pipelines. Those who were able to 
stay in touch with potential candidates rebounded faster 
than others. For the current crisis, this means students 
who have already made significant inroads with employers 
should maintain contact and consider ways they can engage 
remotely. 

As people working remotely adjust to new virtual options, 
some newly adopted practices will be sustained. That 
means new businesses or services may emerge from the 
crisis, creating opportunities for students with a more 
entrepreneurial orientation. Researching where some of 
these trends are heading may lead to some unexpected 
opportunities.

•  Research and clarify the skills that are currently in high    
     demand that can be offered to employers.
•  Match your skills to fields and industries less impacted  
     by Covid-19.
•   Develop a brand and translate it to an online profile.
•   Conduct informational interviews with potential  
     employers to increase your knowledge and expand your  
     professional networks.
•   Investigate available contract positions, remote work     
     and other flexible working arrangements.
•  Acquire technical and soft skills through tools  like 
    LinkedIn Learning, Springer and various other learning  
    platforms that have made their learning content available 
    free of  charge.

For a more formal approach to get your career from a state 
of limbo, you can apply the following career development 
plan, which has seven steps:



This article was compiled by making use of information available from:
https://careers.umd.edu/strategies-navigating-during-covid-19

https://capd.mit.edu/explore-careers/career-first-steps/make-career-plan
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Prepared by CORE Labour

1.  Identify your career options: Develop a refined list of  
      career options by examining your interests, skills and   
      values through self-assessment.
2.  Prioritise: It is not enough to list options. You have to  
      prioritise. What are your top skills? What interests you   
      the most? What is most important to you? Whether  
      it is  intellectually challenging work, family-friendly  
      benefits, the right location or a big salary, it helps to  
      know what matters to you and what is a deal-breaker. 
3.  Make comparisons: Compare your most promising  
      career options against your list of prioritised skills,  
      interests and values.
4.  Consider other factors (like the impact of Covid-19):   
      You should consider factors beyond personal         
      preferences. What is the current demand for this field? 
      If the demand is low or entry is difficult, are you    
      comfortable with risk? What qualifications are required   
      to enter the field? Will it require  additional education  
      or training? How will selecting this  option affect you  
      and others in your life? 
5.   Make a choice: Choose the career paths that are best  
       for you. How many paths you choose depends upon  

       your situation and comfort level. If you are early in  
       your planning, then identifying multiple options may   
       be best. You may want several paths to increase the   
       number of potential opportunities. 
6.   Set SMART goals: Now that you’ve identified your  
       career options, develop an action plan to implement 
       this decision. Identify specific, time-bound goals and 
       steps to accomplish your plan. Set short-term goals and   
       long-term goals.
7.   Create a personal development plan (PDP): It is  
       important to be realistic about expectations and  
       timelines. Write down specific action steps to take to   
       achieve your goals and help yourself stay organised.  
       Check them off as you complete them, but feel free to  
       amend your career action plan as needed. Your goals 
       and priorities may change, and that is perfectly okay.  
       To help you get started, you can download a free PDP  
       by following the following link: 

      https://www.mindtools.com/courses/lnV924x0/      
      PersonalDevelopmentPlanning.pdf

Waiver and remittance of penalties for administrative 
non-compliance in terms of Chapter 15 of the Tax 
Administration Act

The Tax Administration Act provides for penalties to be imposed where a taxpayer failed to comply with a provision of a tax 
Act or understated his tax liability. The purpose of these penalties is to enforce compliance with the obligations imposed 
under a tax Act and deter unwanted behaviour from taxpayers. These penalties are imposed in addition to the tax assessed 
under a tax Act. 

Administrative non-compliance penalties are imposed for failure to comply with the administrative requirements of a tax 
Act. These penalties can either be fixed-amount penalties or percentage-based penalties. Understatement penalties are 
not administrative non-compliance penalties. As such, administrative non-compliance penalties could include, for example, 
penalties levied as a result of the effect of the Covid-19 pandemic, for example, on late payment of VAT or PAYE to SARS. 

A penalty assessment is issued by SARS for administrative non-compliance penalties. This could be an assessment for the 
penalty only but may also be incorporated in the same assessment as a tax liability. Notice is being given to the taxpayer of 
the non-compliance in respect of which the penalty is assessed and its duration, the amount of the penalty imposed, the 
date for paying the penalty, the automatic increase of the penalty, and a summary of procedures for requesting remittance 
of the penalty in this penalty assessment.

Fixed-amount penalties
A fixed-amount penalty is imposed by SARS where a taxpayer failed to comply with specific obligations under a 
tax Act. 



The amounts of the above penalties are doubled if the 
amount of the anticipated tax benefit for the participant 
in a reportable arrangement exceeds R5 million and triples 
if the tax benefit exceeds R10 million. In the case of any 
other participant who does not derive a tax benefit from 
the arrangement, the penalty for failure to report the 
arrangement is R50 000.

Percentage-based penalties
Where tax was not paid by the date required under a tax 
Act, SARS must, in addition to any other penalty or interest 
for which the person may be liable, impose a penalty equal 
to a percentage of the amount of unpaid tax, as prescribed 
under the relevant tax Act (s 213(1)). An example of a 
percentage-based penalty is the late payment penalty 
imposed under s 39(1) of the Value-Added Tax Act. If the 
amount of tax in respect of which this penalty is imposed 
changes, the penalty must be adjusted accordingly.

Remittance of administrative non-compliance penalties
If a person is aggrieved by a penalty assessment he may, 
on or before the date for payment of the penalty (or a later 
date in certain circumstances), request SARS to remit the 
penalty. This request must be in the prescribed form and 
manner as set out in Sections 215(1) and 215(4) of the Tax 
Administration Act. 

The request should include a description of the 
circumstances that prevented the person from complying 
with the obligations in respect of which the penalty was 
imposed, as well as supporting documents and other 
information required by SARS. A remittance request 
suspends SARS’ collection process relating to the penalty 
unless SARS has reasonable grounds to believe that there 
is a risk of dissipation of the assets by the person or the           
non-compliance involves fraud.

Administration non-compliance penalties may be remitted 
on several grounds. 

If a penalty were to be introduced for failure to register 
(no penalty is currently levied for this non-compliance) 
and failure to register was discovered because the person 
approached SARS voluntarily, and the person has filed all 
returns required under the Tax Act, the penalty may be 
remitted in whole or in part. 

If a penalty is introduced for the first incidence of                          
non-compliance or the duration of the incidence of                    
non-compliance that resulted in a fixed-amount penalty 
was less than five days, the penalty imposed up to an 
amount of R2 000 in the case of a fixed-amount penalty or 
R100 000 for failure to disclose a reportable arrangement 
may be remitted if reasonable grounds exist for the                                                                                                                                   
non-compliance, and the non-compliance has been 
remedied.

The penalty in whole or in part may be remitted 
if it is a percentage-based penalty and the 
penalty was imposed in respect of the 
first incidence of non-compliance or 
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At present, there are limited incidences of non-compliance 
that are subject to a fixed-amount penalty. This incidence 
includes a natural person’s failure to submit an income tax 
return as and when required, where the person has two 
or more outstanding income tax returns for such years of 
assessment, failure by a Reporting Financial Institution to 
submit or remedy the non-submission of a return required 
for purposes of the OECD Common Reporting Standards, 
non-submission of Country-by-Country reporting by persons 
required to submit such returns by the dates specified, non-
submission of returns required in terms of the Diamond 
Export Levy and failure by a company to submit an income 
tax return as and when required under the Income Tax Act 
for a year of assessment that ends during 2009 or afterwards 
if SARS issued a final demand, which referred to this notice 
and required the company to submit the return within 21 
business days from the demand.

The penalty that must be imposed for non-compliance 
is based on the taxpayer’s taxable income for the year of 
assessment immediately before the year of assessment 
during which the penalty is assessed. The amount of the 
penalty is determined under the following table:

  Item Assessed loss or taxable income for      Penalty
 the preceding year 
  (i) Assessed loss              R 250
  (ii) R0–R250 000              R 250
  (iii) R250 001–R500 000             R 500
  (iv) R500 001–R1 000 000             R 1 000
  (v) R1 000 001–R5 000 000             R 2 000
  (vi) R5 000 001–R10 000 000             R 4 000
  (vii) R10 000 001–R50 000 000            R 8 000
  (viii) Above R50 000 000             R 16 000

The penalty amount increases by the amount in column 
3 for every month, or part thereof, that a person fails to 
remedy the non-compliance.

Reportable arrangement and mandatory disclosure 
penalty
An administrative non-compliance penalty is imposed on 
the promoter or person who obtains a tax benefit from a 
reportable arrangement, or an intermediary that is required 
to make disclosures in terms of the OECD Standard for 
Automatic Exchange of Financial Account Information in Tax 
Matters who fails to report or make the required disclosure.

This person is liable for a penalty for each month that the 
failure to report or disclose continues, up to a maximum 
of 12 months. The penalty for each such month is R50 000 
in the case of a participant to a reportable arrangement, 
other than the promoter, or an intermediary for purposes 
of the OECD Standard for Automatic Exchange of Financial 
Account Information in Tax Matters, or R100 000 in the case 
of the promoter of a reportable arrangement.
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involves an amount less than R2 000, reasonable grounds 
exist for the non-compliance and the non-compliance has 
been remedied.

In the case of exceptional circumstances which had 
rendered the person incapable of compliance, the penalty 
in whole or in part may be remitted if one or more of the 
following circumstances rendered the person incapable of 
complying with the obligation:
•  a natural or human-made disaster;
•  a civil disturbance or disruption in services;
•  a serious illness or accident;
•  serious emotional or mental distress;
•  a capturing error by SARS, processing error  by SARS, 
     provision of incorrect information in an official       
     publication or media release issued by the          
     Commissioner, delay in providing information to a 
     person or failure by SARS to provide sufficient time for  
     an adequate response to a request for information;
•   serious financial hardship, such as in the case of an 
     individual, lack of basic living requirements, or a  
     business, an immediate danger that the continuity of  
     business operations and the continued employment of  
     its employees are jeopardised; or
•    any other circumstance of analogous seriousness.

A strong argument could be made that non-compliance 
directly as a result of the Covid-19 pandemic could in some 
instances be regarded to fall within the above-stated ambit 
of “exceptional circumstances”. A decision by SARS not to 
remit a penalty in whole or in part is subject to objection 
and appeal.

If a tax Act, other than the TAA, provides grounds on which 
SARS may remit a penalty, SARS may remit the penalties on 
either of the bases available. For example, a percentage-
based penalty imposed in respect of underestimation of 
provisional tax may be remitted if the Commissioner is 
satisfied that the estimate was seriously calculated with 
due regard to the factors and circumstances having a 
bearing thereon and was not deliberately or negligently 
understated.

As is evident, there are numerous grounds to try and 
convince SARS to remit administrative non-compliance 
penalties. However, care should be taken when drafting the 
grounds for remittance to include all relevant information 
and especially where related to the Covid-19 pandemic, to 
proof to SARS the causal link between the non-compliance 
and the effects of the Covid-19 pandemic. 

Prepared by CORE Tax

Estate costs and executor’s fees

Everybody has heard of the term “there is no certainty other than death and taxes” but only few realise the impact of 
the costs that are associated with the “death” part.

With recent increases such as:
•   Master’s fees from R600 to a possible R7000;
•   VAT from 14% to 15%;
•   estate duty and donations tax of 20% on any amounts up to and below R30 million and 25% on any amount above;
•   other normal services required in the winding up of an estate (attorney, conveyancing, accounting costs, valuation  
     fees, etc.) 
having a solvent estate has become a daunting task. Another fee additional to the above is that of your executor, which 
will be the focus of this article.

In terms of Section 51 of the Administration of Estates Act 66 of 1965, the executor is entitled to the following fee:
•   such remuneration as may have been fixed by the deceased by will; OR
•   if no such remuneration has been fixed, a remuneration which shall be assessed according to a prescribed tariff  
     and shall be taxed by the Master.

Currently the prescribed tariff by the Master of the High Court is as follows:
•   3.5% on the gross value of assets in an estate;
•   6% on income accrued and collected after death of the deceased.



The executor is also entitled to charge VAT on this fee if they are registered as such.

An executor is appointed to step into your shoes when you pass away and is responsible for the winding up of your 
estate and distributing your assets according to your will. The winding up of an estate requires sound knowledge of 
the administration process, relevant legislation, tax and insurance policies, to name a few. It might be wise to consider 
appointing a professional as your executor.

The Master of the High Court may increase or decrease the remuneration of the executor. This decision will not be 
taken lightly and will only happen under special circumstances as great value is placed on freedom of testation. Such 
circumstances usually go hand in hand with the work done by the executor. For instance, if the fees are so low that no 
executor wants to be appointed as executor, or if the complexity of the estate places a great responsibility on his duties, 
the Master may increase the executor’s remuneration. The Master will not simply decide to increase an executor’s 
remuneration if no request has been made.

Prescribed tariff
If no tariff or amount is fixed in the will, the executor is entitled to the prescribed tariff. It is clear from the above that 
special skills and knowledge are required which justifies the executor’s remuneration. The impact that a full prescribed 
fee of 3.5% will have on your estate should however not be accepted blindly. 3.5% plus VAT of 15% amount to 4.025% 
of the gross estate. Gross estate also means the appraised value of the assets without deducting expenses/liabilities. 
As an example; executor’s fees on a gross estate of R5 000 000 with R1 000 000 expenses will be calculated on the full 
R5 000 000 at 4.025%, and will amount to R201 250.

Tariff fixed by will
Although the prescribed tariff is 3.5% it is merely a default for instances where no tariff has been fixed in a will. It is 
possible to fix an even higher tariff than the prescribed tariff. It is therefore not unheard of for an executor to charge a 
higher percentage (e.g. 4% plus VAT). Thus, the prescribed tariff does not mean the maximum for when a tariff is fixed 
in a will. A higher tariff should however, not merely be accepted and should be for valid reasons as mentioned above.

Other expenses
The next question is: Which expenses form part of the executor’s remuneration and which are expenses of the estate? 
Usually expenses such as travel, accommodation or stationery are not allowed as an expense of the estate, but 
form part of the executor’s remuneration. Again, if the expenses are unreasonable, the Master may allow additional 
remuneration for the executor to recover his expenses.

When an executor is appointed, it is expected that he will be able to perform his duties as such. If he is unable to 
perform these duties and appoints a professional to complete them, the cost of the professional cannot be charged 
against the estate but will have to be paid by the appointed executor.

If, however, the duties that need to be fulfilled fall outside the normal duties and knowledge expected of the executor, 
a professional can be appointed whose costs will be charged against the estate as an expense.

Conclusion
Liquidity in the estate can be problematic. Although these expenses are a certainty, it does not mean that you must 
accept all of them. You should not fall victim to inflated executor’s fees with explanations such as “3.5% is the prescribed 
statutory tariff” or “we will draft your will for free and take a 4% tariff”. You are entitled to negotiate with your executor 
for an appropriate fee. Your appointed executor should be someone you trust. It should not be someone who merely 
administers your estate to collect a fee, but someone who will stand in your shoes after you have passed away and acts 
in your best interest.

Estate planning is a process that should take place before you pass away. Your appointed executor should be someone 
that assists you with this process. We would recommend consulting with a professional that will prepare an estate 
analysis to set out what your estate could possibly look like as if you were to pass away today, and then plan accordingly.
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