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Continuity - because the company cannot die, like a 
natural person, there is an opportunity  succession 
planning so that the next generation does not need to 
start all over again and build a good credit history when 
dad passes away. Shares in the company can also be 
transferred gradually so that the transition to the next 
generation goes smoothly.

Taxes - the company offers an extra taxpayer, which in 
many cases is taxed at a lower rate than an individual, 
and there are concessions in the Income Tax Act, should 
a company, for example, qualify as a small business 
corporation. The negative income tax implications at the 
death of the farmer can also be managed and in many 
cases significantly reduced.

On the other hand, it is not always best to simply shift 
the entire farm to a company. Firstly, it can have large 
capital gains tax implications if, for example, you built the 
company from scratch and the company, at your death, 
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Prepared by CORE Trusts & Estates 

We all keep our fingers crossed for a good harvest, but what happens when I farm in my own name and pass away just 
before harvest time?

When a person passes away, his estate must be administered in accordance with the provisions of his will. The executor 
of the estate must ensure that the deceased’s liabilities are paid. However, this is not the full extent of the cost. The 
executor and other estate costs must also be paid, and then there are also taxes, such as capital gains tax, income tax 
and estate tax.

A harvest on land has a great influence on the costs in the state if farming in one’s own name and if the farm is registered 
in the name of the deceased. The general rule is that a crop on land forms part of the value of the property on the same 
basis as other fixed assets, such as buildings. The value of the crop therefore has an impact on the valuation of the land 
in the estate. It is therefore essential that the property be valued as soon as possible after death because the value of 
the assets in the estate, as at the date of death, must be determined. The value of the farm plays an important role in 
the calculation of estate duty payable in an estate.

With regard to the question of whether a crop on land has an influence on capital gains tax, payable in the estate, 
the Income Tax Act stipulates that if a farmer should “sell / transfer” a crop (as part of the land or separately), it will 
be subject to income tax and not to capital gains tax. Remember that upon death it is automatically deemed that 
all property is “sold / transferred” to the estate. In the absence of any agreement, the executor will have to make a 
division between the value of the land and the value of the crop as at the date of death. If the farm is bequeathed as 
an ongoing concern, there is an exception to the said rule, and the harvest does not have to be valued separately and 
will not be subject to income tax - it will then simply be part of the farm’s value form and be of a capital nature .

Regarding income tax, the situation is also very unfavourable if you were to farm in your own name. The deceased’s 
income tax must be settled as at the date of death. This implies that the input costs of the harvest, which were incurred 
before the date of death, will be deductible in the final tax calculation as at the date of death and possibly cause a tax 
loss. The problem is that the estate, after the date of death, now becomes a new taxpayer and that the said “tax loss” 
may not be transferred to the estate. The crop collected after death thus becomes income after death, which in the 
estate will be subject to income tax and against which, the input costs will not be able to be claimed as an expense. 
This result is that more income tax is payable.

If focus is on the tax implications at death, it seems that it will benefit many farmers to consider no longer farming in 
their own name. Two of the benefits of running a business are the following:

has great value. It is also a fact that it is usually more 
expensive to exit a company structure, if for example, at 
some point you would like to be making all the money.

It is therefore necessary to find a favourable middle 
ground, where a structure is practically and optimally put 
together from a tax point of view. There are methods and 
concessions in terms of the Income Tax Act that, while you 
are alive, allow you to structure your estate effectively 
so that a smooth transfer of ownership to your heirs, as 
well as taxes that are payable, are well organized. Proper 
estate planning is crucial. Feel free to talk to an expert in 
this regard.

Harvest on Land - Implications for Estate



The owner of a business often needs to know the value 
of his business.

To calculate the business and share value correctly, the 
valuer must have the correct theoretical knowledge 
and must (be in practise), otherwise, mistakes are easily 
made.

There are many erroneous notions regarding a business 
and/or share value. Some of them are:
•  The business value and the share value is the same      
     value
•  The business value is the same as the net asset value
•  The business value is calculated solely on past 
    profitability, thus based on financial statements
•  Wrong capitalisation/discount rates are used in the  
    calculation process
•  The business value is based on the Net Profit before tax 
     instead of after tax.
•  Double counting takes place in the calculation process
•  and many more

The business value

This can also be described as the enterprise value of the 
business.

Past profitability figures (financial statements) are only 
the starting point. The main focus in the valuation process 
is on the anticipated future financial performance of the 
business.

The net anticipated profit must be estimated. This is the 
net profit AFTER interest, depreciation, amortisation and 
tax.

The difference between the business value and the share 
value

To calculate the share value, the business value must be 
calculated first.

When the business value is known the balance sheet 
balances must be taken into consideration. Assets must 
be added and liabilities subtracted.

This leads to the share value. Thus, the share value 
includes the state of the balance sheet whereas the 
business value does not.
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Net Asset Value
The net asset value is exactly what it says it is. It is a 
calculation to determine the net asset value. It is NOT a 
calculation of the business (enterprise) value.

Capitalisation/discount rate

There is a material difference between the capitalisation/
discount rates used to value a property and the 
capitalisation/discount rates used to calculate the 
business value.

The appropriate capitalisation/discount rates to value 
a property are frequently published in sources such as 
the Rode’s Report or SAPOA’s report. It usually varies 
(depending on the type of property) between 9% and- 
15%.

The capitalisation/discount rates to value a business are 
calculated in a completely different way. When these 
are not published in a report, the valuer must apply the 
correct calculation methodology. The rate usually varies 
between 20% and- 30%.

The productive assets

These are the assets that are utilised to generate an 
income for the business, such as computers, furniture, 
equipment and vehicles. This is not stock in a retail 
business.

The business value already includes the value of the 
productive assets. Thus, imbedded in the business value 
is the value of the productive assets. The business value 
reflects the yield on the productive assets.

Therefore, when the share value is calculated the value of 
the productive assets is not added additionally, otherwise 
it will lead to double counting of the productive assets. 

Prepared by CORE Valuations

Business & Share Valuations: Key Concepts and Pitfalls



Disputes may arise between SARS and the taxpayer during 
the tax administration process. These disputes include 
differences in opinion as to whether an assessment made 
by SARS reflects the correct application of the provisions of 
a tax Act or whether a decision made by SARS is correct or 
not.

Chapter 9 of the Tax Administration Act deals with the 
dispute resolution process. 

Overview of the process

Taxpayers are offered various legal processes to challenge 
the legality of actions and decisions within SARS. The right 
to object, appeal and review any decision by SARS is a 
fundamental requirement for a due process or a fair hearing 
in the South African tax system. It is therefore fundamental 
that a tax review or appeal be heard within a reasonable 
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Managing Timelines in the 
SARS Dispute Resolution 
Process

time, as there may be a potential danger of either the 
revenue authority or the taxpayer unnecessarily delaying 
the proceedings to prevent a hearing.

In order to curtail the possibility of time being unnecessarily 
wasted, SARS and taxpayers have to adhere to strict rules 
within Chapter 9 of the Tax Administration Act and the rules 
issued under section 103 of the Tax Administration Act, to 
comply with the procedural time periods for a tax dispute. 
The rules essentially govern the procedures and set out the 
prescribed time periods to lodge an objection and appeal 
against an assessment or decision, the alternative dispute 
resolutions, and the hearing of an appeal before a tax board 
or tax court. 

Burden of proof

During the dispute resolution process, the taxpayer bears 
the burden of proving that an amount, transaction, event 
or item is exempt or otherwise not taxable; that an amount 
or item is deductible or may be set off; the rate of tax 
applicable to a transaction, event, item or class of taxpayer; 
that an amount qualifies as a reduction of tax payable; that 
a valuation is correct; or whether a decision that is subject 
to objection and appeal under a Tax Act, is incorrect.

Summary of Dispute Resolution Process

The taxpayer must appeal 
NOA (eFiling) or ADR2 (email/

post) –
 30 days after decision

The taxpayer objects in 
required format -

30 days after reasons

The taxpayer asks for rea-
sons – 30 days from date of 

assessment

The taxpayer submits a 
return of income SARS assesses

SARS response – 
45 days after

Is the taxpayer aggrieved 

The assessment 
becomes final

The taxpayer 
accepts this

SARS Response – 
60 days after objection

The taxpayer 
accepts reasons

no

no

no

yes

yes

yes
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Payment of tax pending objection or appeal

A person’s obligation to pay a tax debt on the specified date is not automatically suspended by an objection or appeal or 
pending the decision of a court. In terms of the “pay now, argue later” principle, a taxpayer is required to pay a tax debt 
before a dispute is finalised or resolved. The taxpayer’s obligation would only be suspended by SARS upon the taxpayer filing 
a formal request for suspension. The taxpayer may request a senior SARS official to suspend the payment of tax or a portion 
thereof due under an assessment if the taxpayer intends to dispute or disputes the liability to pay that tax.

The effect of a suspension of payment is that, unless SARS has reasonable belief that there is a risk of dissipation of assets, no 
recovery procedures may be taken. SARS may not recover the tax from the date that it receives the request for suspension 
until 10 business days after notice of SARS’s decision has been issued to the taxpayer. If a suspension of payment has been 
granted but is subsequently revoked, recovery procedures may similarly not be taken during the period commencing on the 
day that the suspension is revoked and 10 business days after the notice of revocation has been issued to the taxpayer. If a 
suspension of payment was granted, it is revoked with immediate effect from the expiry of the prescribed date if a taxpayer 
fails to exercise its right to continue with the dispute.

A request for reasons

If a taxpayer believes that they have not been provided with a comprehensive basis for the assessment that has been raised, 
the taxpayer must lodge, within 30 days from the date of the assessment, a request for reasons from SARS. The reasons 
will enable the taxpayer to formulate their objection against the assessment. If the taxpayer is unable to lodge the request 
within the 30-day period, the taxpayer must submit a request to extend the 30-day period within which the reasons may be 
requested. If SARS is satisfied that reasonable grounds exist for extending the period, the 30- day period may be extended 
with a maximum of another 45-day period.

If SARS is satisfied that the reasons required to enable the taxpayer to formulate an objection have been provided, SARS 
must, within 30 days after delivery of the request, notify the taxpayer accordingly. Where reasons have not been provided by 
SARS for the taxpayer to formulate the objection, SARS must respond within 45 days after delivery of the request.

Objection against the assessment

If the taxpayer is aggrieved by an assessment or decision, even after obtaining an understanding of SARS’ reasons, it may 
object to the assessment within 30 days after the date of the assessment, or if the taxpayer requested reasons for the 
assessment, the date on which the reasons or the notice that adequate reasons have already been provided is delivered.

This 30-day period may be extended by a period of 30 days by SARS where a senior SARS official is satisfied that “reasonable 
grounds” exist for the delay in lodging the objection. A senior SARS official can only the objection period beyond 30 days if 
“exceptional circumstances” exist.

SARS, upon receipt of the objection, may inform the taxpayer by notice that the objection is invalid within 30 days. The 
taxpayer, upon receiving the notice of invalidity, may, within 20 days of delivery of the notice, submit a new objection. Upon 
receipt of a valid objection, SARS may request, within 30 days after receipt of the objection, for the taxpayer to substantiate 
their grounds of objection with further documents for purposes of the disputed assessment. The taxpayer must deliver the 
requested documentation within 30 days after the date of the above notice or request an extension of not more than 20 days 
if “reasonable grounds” exist. SARS, upon receipt of the substantiating documents, must deliver its decision on the objection 
within 60 days, which may be extended for a period not exceeding 45 days.

Appealing against a decision

The taxpayer may appeal against the decision of the Commissioner to disallow the objection. It has two choices. It may either 
follow the Alternative Dispute Resolution process (ADR) or proceed directly to the litigation process. The litigation process 
involves an appeal to the Tax Board (only if tax in dispute does not exceed R1 000 000), or Tax Court (when the tax in dispute 
exceeds R1 000 000, if the taxpayer chooses this course, or if the chairperson of the Tax Board refers the matter to the Tax 
Court).

To initiate any of the two appeal processes (ADR or litigation), a notice of appeal must be delivered within 30 days from the 
receipt of the notice of SARS’ decision on the objection. This notice of appeal must be delivered to the SARS office that 
dealt with the objection or any address stated by SARS in its notice of disallowing the objection. The period of 30 
days may be extended by a senior SARS official for 21 business days, if satisfied that reasonable grounds exist 
for the delay, or up to 45 business days, if exceptional circumstances exist that justifies an extension 
beyond 21 business days.
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Alternative dispute resolution

The ADR process is a mechanism to resolve the dispute through mutual agreement. SARS and the taxpayer may attempt to 
resolve the dispute through ADR procedures specified in the rules. The proceedings on the appeal are suspended while the 
ADR procedure is ongoing. 

SARS must inform the taxpayer whether or not the dispute may be resolved by way of the ADR procedures within 30 days of 
receipt of the notice of appeal. 

The ADR proceedings commence on the date that the Commissioner informed the taxpayer that the dispute is appropriate 
for alternative dispute resolution. The parties must finalise the ADR within 90 days, except if the parties agree to extend this 
period.

Tax Board

The Tax Board consists of a chairperson (who must be a legal practitioner from a panel appointed by the Minister) and, if 
considered necessary by the chairperson, an accountant, and a representative of the commercial community (these persons 
must be members of a panel appointed for this purpose). The chairperson must consider representation made by a senior 
SARS official or the taxpayer when determining whether an accountant or a commercial representative should be included.

Where SARS and the taxpayer fail to reach a settlement agreement and the alternative dispute resolution is terminated, the 
taxpayer must, by notice, place the appeal before the tax board within 20 days. The clerk of the tax board will, within at least 
30 days before the hearing of the appeal, inform SARS and the taxpayer of the date, time and place of the hearing.

If the alternative dispute resolution process was not followed, the appeal is to be dealt with by the Tax Board within 35 days 
of delivery of the notice of appeal request.

The decision by the tax board must be provided within 60 days after hearing of the matter. The clerk of the tax board must, 
within 10 days of receipt of the decision, furnish the decision to SARS and the taxpayer. Where there is no referral of the 
appeal to the tax court, SARS must issue an assessment to the taxpayer, within 45 days of receipt of the decision, to give 
effect to the decision.

Referral to the tax court

The Tax Court has jurisdiction over tax appeals lodged by taxpayers.

Where SARS or the taxpayer intends to appeal to the tax court, it must notify the clerk of the tax board within 21 business 
days of receiving the decision from the tax board, but before the expiry of the 60-day period for the tax board to deliver 
its decision. The clerk of the tax court must, within 10 days of receipt of a request, deliver the request to the relevant 
chairperson. The chairperson must make a decision within 15 days of receipt of the request and inform the clerk who must 
thereafter notify the parties within 10 days. The matter will then be heard at the tax court to settle the dispute.

There are five pre-hearing stages before a matter is heard at the tax court. These stages are set out in rules 31 to 43. The 
pleading stage which is common to civil proceedings is where the parties formulate their cases in order to crystallise the 
issues that the court must deal with. In terms of rule 31, SARS must deliver to the appellant (the taxpayer) a statement of the 
grounds of assessment and the opposing appeal within 45 days. The appellant must deliver to SARS, in terms of rule 32, their 
statement of grounds of appeal within 45 days after the delivery of SARS’ statement. The taxpayer may also, within 10 days 
after the delivery of SARS’ statement, deliver a notice of discovery to SARS requesting SARS to discover any documentary 
material the appellant may require to formulate its grounds of appeal under rule 32. SARS may also deliver within 10 days 
after the delivery of the taxpayer statement a notice of discovery. Once the taxpayer delivers their statement of ground of 
appeal, SARS may deliver a reply to the statement within 15 days after the taxpayer has discovered the required documents 
in term of the notice of discovery or 20 days after the delivery of the taxpayer’s statement under rule 32.

SARS and the taxpayer would enter into various stages of legal proceedings such as the discovery stage, application to 
set down the appeal before the tax court, the pre-trial conference and finally where witnesses may be subpoenaed and 
documentary evidence is prepared for the tax court hearing.

Once the pre-hearing stages have been completed and the hearing is concluded, the tax court will then make 
a decision to either confirm the assessment or decision, order the assessment or decision to be altered or 
refer the assessment back to SARS. The registrar of the tax court must by notice deliver the written 
judgment of the tax court to the parties within 21 days of receipt of the judgment.



Appeal to the High Court

The taxpayer or the Commissioner may appeal in the manner provided in the TAA against any decision of the Tax Court. They 
may appeal either to the Provincial Division of the High Court having jurisdiction in the area in which the sitting of the Tax 
Court was held or directly to the Supreme Court of Appeal, with the leave of the President of the Tax Court.
An appeal against a decision of the Tax Court may be made both on questions of fact and on questions of law. The notice of 
intention to appeal must be lodged within 21 business days after the date of the notice issued by the registrar notifying the 
parties of the decision of the Tax Court or within whatever further period the President may allow. 
If a party fails to lodge a notice of intention to appeal within the time allowed, he will be deemed to have abandoned his right 
of appeal, except that he will still retain the right to cross-appeal if the other party notes an appeal.

Compliance with timeframes

If a taxpayer wishes to have their matter finalised within a reasonable period, both the taxpayer and SARS must endeavour 
to comply with all the stipulated timeframes for the various stages in the dispute process. SARS is becoming more and more 
stringent with complying to these timeframes by the taxpayer. Condonation would not necessarily be awarded by SARS if the 
time frames have not been complied to by the taxpayer.
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Prepared by CORE Tax

Procrastination - 
Pleasure Now, 
Pain Tomorrow

Until you find the reason WHY you procrastinate, 
your life will continue to be delayed.

(Part 1)

“Working Tomorrow for a Better Today”.  

While this is a hilarious quote, if we are brutally honest with 
ourselves, we will admit that procrastination is likened to a 
secret habitual sin. We experience both pleasure and guilt 
whilst doing it and we are acutely aware of its destructive 
effect, yet feel helpless to break free from it. 

According to research five percent of the world’s population 
during the 1950’s identified themselves as procrastinators.  
Since 2000 this number increased to twenty percent. You 
are probably asking “why?” and simultaneously reflecting 
on your own contribution to this statistic.

Before discussing the potential reasons for this prevalence, 
let me provide you with a couple of definitions of 
procrastination:

•  The gap between intention and action.
•  A special type of irrational postponement. 
•  Actively choosing NOT to do something important.
•  Habit of avoiding urgent tasks despite negative 
    consequences.
•  Know what you ought to do and not able to bring yourself 
    to do it.

Since procrastination is a popular and widely researched 
subject since the 1700’s, many theories about the reasons 
for it were accepted and later rejected. The latest findings 
have at least a couple of observations in common, such as 
what procrastination is NOT.

The general agreement is that procrastination is not laziness 
and it is also not a time management issue.

It is not laziness because lazy people tend to do nothing, 
where procrastination is the active decision to do something 
else instead of what is a priority. It is also not about time 
management, because postponing certain tasks is often due 
to the unpleasant nature of a task itself, such as cleaning a 
dirty bathroom. It may also be due to negative emotions 
about self in relation to the task, such as “I’m not smart 
enough for this”.

I find it interesting that even a famous genius like Leonardo 
da Vinci was notorious for procrastinating. It took him 15 
years to finish the epic painting of Mona Lisa. Rumour has it 
that he uttered the following on his deathbed: “...apologies 
to God and Man for leaving so much undone.”

Regrets are synonymous with both acts and omissions, but 
with regard to the cycle of procrastination, it will always be 
as a result to omissions or delays. Delays such as not going 
to the annual doctor’s check-up on time, not phoning the 
potential valuable client early enough, starting to study too 
late for an important exam, postponing saving money for 
retirement etc.

The clear over-arching threat running through the above 
examples is more about emotions than the availability and/
or management of time.

Latest research is in agreement that 
procrastination in most cases is rather an 
emotional regulation issue. It is the way 
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we FEEL about a given task that is keeping us from engaging 
with it on time.

The following potential reasons for procrastination were 
highlighted in recent studies:

•  ADHD
•  Anxiety
•  Depression
•  Perfectionism
•  Fear of failure
•  Abstract goals
•  Lack of energy
•  Feeling overwhelmed
•  A perceived lack of control
•  A disconnect from our future self
•  Rewards that are far in the future. 
•  Fear of evaluation or negative feedback

Professor Tim Pychyl at Carleton University, Canada, is a 
respected academic on the topic of procrastination. He 
said, “Emotional regulation, to me, is the real story around 
procrastination, because to the extent that I can deal with 
my emotions, I can stay on task.”

People might argue that the increased number of 
procrastinators in society since the 2000’s is due to bad 

Most often, effort and money are invested into establishing a business and its brand identity. Initially it is a big expenditure, 
but it is the beginning of a continuous investment that lasts the lifecycle of any successful business. As your business grows 
and changes, so should your brand. 

So, how do you know when it’s time to refresh your brand? Surprisingly, the answer is that it’s always time because a brand 
needs to change in order to stay strong. Change has become the constant in our lives yet the mere word makes us break out 
in a cold sweat.

At Core Brand Management we prefer to approach the subject of change a little different. We prefer to encourage our clients 
to embrace change with the mindset of improvement.

Brand identities age, fade and become outdated over time which might create the perception that the company is as well. 

Improving on an existing brand’s identify follows one of three strategies, either an evolution, revolution or a 
creation approach. Depending on the history and future vision of the company, any one of these three 
approaches may be used to reposition a brand to remain relevant.

time management of technological distractions. The truth 
is that technology just added to the myriad of things we can 
choose from in order to avoid doing what we are supposed 
to do. Our avoidance is usually due to the negative feelings 
associated with the task itself or executing it.

If the task we’re putting off is making us feel bad (boring, 
too difficult or fear of failure) our primitive neuron wiring 
wants to make us feel better in the moment. We therefore 
will start doing something perceived as more enjoyable, like 
watching cat videos...

The short-term feeling of relief usually overrides the feeling 
of guilt due to the irrational choice. This is a clear indication 
of a habit cycle, since habits are developed when a certain 
incident (feels sad) triggers a certain action (eats a chocolate) 
and results in a reward (feels happy). It will be close to 
impossible to break the habit without understanding what 
triggers it in the first place.

In order to overcome the habit of procrastination, it will be 
essential to discover the underlying reasons why you do it.

The good news is that habits are learned behaviours and 
can therefore be unlearned. We will look in more detail at 
some of the above mentioned reasons for procrastinating 
in the next article.

“It is easier to resist at the beginning than at the end.”
- Leonardo da Vinci

Prepared by CORE Labour

Brand Evolution, Revolution, or Creation?
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Brand Evolution

This process is applied when a change in the visual identity is needed; to give it a new appearance while maintaining a 
connection with the current identity. You can move away from the original to varying degrees, but the graphic essence is 
preserved.
Updating your brand doesn’t necessarily mean a complete overhaul. Small changes to your brand’s appearance or adjustments 
to your marketing messages can make a big difference.

A brand evolution may be as small as updating the fonts you use in your brand materials or using more relevant language in 
your marketing. These changes can alter how your business is perceived by the world. Like it or not, appearance does  matter. 
You won’t wear a completely outdated suit to an important meeting; likewise, you shouldn’t “dress” your brand in out-of-
date “fashion” either. When you dress and carry yourself in a positive manner it helps to communicate the message you’re 
trying to convey.

Brand Revolution

This process applies to brands that need a bolder or more daring transformation that aligns with the business goals of that 
specific moment in time and of future strategic positioning.

At times brands need to communicate a significant business change. Something revolutionary. 

Does your logo or messaging convey something about your business or brand that no longer applies? Then it’s time for a 
revolution. Look at where your business is going then reintroduce it to the world with a brand revolution that reflects the 
new direction.

Starbucks continually develops their business—expanding beyond its well-known coffee retail stores to consumer packaged 
goods ranging from tea to ice cream. Recently, as part of their brand revolution, they updated their identity. They took 
“coffee” out of their name. Now their brand identity is just their logo, without the Starbucks Coffee name, because they’re 
more than just coffee.

Brand Creation

The name indicates the goal of this approach; to create a whole new brand that represents the new strategy, direction and 
core of the business. It is important to evaluate whether the brand had scope for an evolution or revolution improvement of 
its identity. If this is not the case, the solution is to create a new brand.

AFTERBEFORE

AFTERBEFORE

AFTERBEFORE
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As your business and the market changes, so should your brand. But should you make subtle tweaks or go for a total 
makeover? 

Prepared by CORE Brand Management

Proxies and Dementia

Clients often ask what they should do if one of their parents 
starts suffering from dementia. How does one even begin 
to manage the situation when it comes to estate planning?  
There are countless examples of elderly people who, due 
to their age and lack of ability, whether physical or mental, 
have given a supposed power of attorney to a child or 
other person to manage their affairs, which usually include 
banking, medical insurance and the management of their 
day-to-day affairs. The intention is to enforce such power of 
attorney until the end.

It should be noted that no one can give someone else power 
of attorney if he or she is unable to perform such a task or 
make decisions on his or her own.  As far as South African 
law is concerned, power of attorney is only valid when the 
grantor of the power of attorney can still handle the tasks 
and decisions him or herself.  Therefore, if your father or 
mother present signs of cognitive decline, any power of 
attorney granted to you will automatically lapse.

As a result, any contracts you have entered into on behalf 
of a parent will be invalid because you no longer have the 
power to act. The proxy holder (agent) will face civil claims 

if any party questions the validity of such action. In practice, 
we know that there are thousands of proxies held with 
banks and care units that are in fact invalid.

In America and Britain, the concept of “lasting power of 
attorney” exists. It is valid until the moment of death. Back 
in 2004, The South African Law Reform Commission, in 
a report titled, “Supported decision-making: Adults with 
limited decision-making ability” (free translation), suggested 
that legislation should be amended. So far nothing has been 
changed.

The following solutions to this problem may be considered:

The related parties can bring an application to the High 
Court to appoint a curator bonus.  This trustee will then 
be authorized to conduct all financial interests until the 
person’s death, after which the executor will take over. This 
process is expensive and can cost around R30 000 to R40 
000.

For those with smaller estates, an alternative is to apply to 
be appointed as an administrator in terms of the Mental 
Health Care Act.

As a last resort, and possibly the best solution, a trust can 
be used. While the person is still accountable, he or she can 
register an inter vivos trust with himself or herself as the 
sole and lifelong beneficiary. The trustees can typically 
be a child or two and another professional. As soon 
as the beneficiary is declared “unfit” in terms 
of the definition in the Act (Tax Laws 
Amendment Act, Act 22 of 2000, 

EVOLUTION REVOLUTION CREATION



POPIA forces us to consider the possibility that thee thief 
wanted the information on these devices. So, you now 
need to move towards how the data on these devices can 
be secured in the event they are stolen. Data needs to be 
encrypted; for example, password protected. If you have a 
server in an open office, it will need to be moved to a secure 
location where access can be restricted.  And something as 
simple as the W-FI? Ask if the passphrase is often changed 
and if clients who connect to the WI-FI can access internal 
servers. Password policies, encryption, intrusion detection, 
firewalls, and 2 factor authentication, are all good security 
practices that should be implemented.

POPIA forces companies to take responsibility for 
information of a client and to take all the necessary steps 
to protect that information. There is little time left and 
there will be no extension on the 1 July 2021 deadline. The 
framework and policies to be compliant must be in place.
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section 6B (1)), the trust becomes registered as a so-called special trust with the South African Revenue Service (SARS). The 
most important element besides compliance with the definition of disability is that the trustees cannot grant benefits to any 
other person. However, this may happen as soon as the original beneficiary passes away. 

How do you get assets in such a trust? In two ways, namely donations or loans. Donations to special trusts are covered in 
SARS’ Binding Private Ruling (BPR 306). It provides that such donations for the above purpose are not subject to donations 
tax. SARS, however, will assess each case on its merits and evaluate accordingly.  The dreaded section 7C of the Income Tax 
Act excludes loans to special trusts, and no interest will be paid to the lender. The financing of a primary residence of an 
associated person is excluded. Therefore, the estate owner can obtain for himself or herself a convenient unit in a care facility 
and at the same time significantly reduce his or her estate.  

Policies that insure a person against dreaded illness and disability can also be used meaningfully to get money into the trust.

There is hope for potential sufferers of dementia. However, it is a highly specialized area of estate planning. Expert and 
professional advice is essential.

In recognition of Mr. Johan Brandt (a member of FISA and a legal consultant associated with Allegiance Consulting (Pty) Ltd.)

Prepared by CORE Trusts & Estates 

POPIA: IT Security Best Practices 

Hopefully, you are already registering for POPIA and working 
towards becoming compliant. The 1 July 2021 deadline 
is looming and many are still unsure or unclear on what 
needs to happen. The very short and condensed version 
is you need to register an Information Officer and get all 
the necessary documentation in place. Unfortunately, this 
is not the only thing that needs to happen. POPIA dictates 
that you need to take all the necessary steps to protect a 
client’s personal information. If you have always been a 
security minded person you might already have various 
security best practices implemented and only need to 
perform some tweaks. The recommended course of action 
is to have an IT Administrator/Contractor on hand as you go 
through the ‘checklist’ of becoming POPIA compliant. This 
article does not serve to be a checklist, it serves only give an 
indication of some of the practices that would need to be 
implemented to become compliant. 

What is deemed as personal information? For some this is 
still unclear. Something as simple as a contact number can 
be deemed personal information and should therefore be 
protected. The Protection of Personal Information Act: You 
are responsible for protecting the personal information of 
the Client. How do we go about this?

First, you need to identify how this information could 
be breached. Start thinking from where and how this 
information can possibly be stolen. Simple examples are 
thumb drives and laptops. We accept that if these devices 
are stolen the thieves merely sought the devices. But 

Prepared by CORE IT-support
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Employment Equity Reporting

Employment Equity (EE) is one of the most challenging and underestimated elements of transformation that South 
African employers face.

The window for Employment Equity reporting opened in September 2021, and the deadline for online submission is 
15 January 2022.

All companies qualifying as Designated Employers need to submit Employment Equity reports to the Department of 
Employment and Labour (DoEL) annually. Designated Employers are:
•  Employers who employ fifty 50 or more employees; or
•  Employers who employ fewer than 50 employees, but have an annual turnover as reflected in Schedule 4 of the
•  Employment Equity Amendment Act No.47 of 2013; or
•  Municipalities and Organs of State.
•  Employers can also volunteer to become designated employers in terms of Section 14 of the EEA Act.

Whilst some employers take EE lightly, employers should be aware that they are bound to ensure that the content of 
the reports are accurate and true. They need to illustrate that they have made sufficient efforts to show progress made 
against their Employment Equity Plan (EEP). In difficult economic times like we have been experiencing, employers 
should, where appropriate, consult with their Employment Equity Forums and amend their EEPs. It is important to 
document the reasons for such changes and inform the DoEL of the company’s in tent.

Contravention of the Employment Equity Act can lead to costly fines and in extreme cases, imprisonment. Companies 
also run the risk of being disqualified from scoring certain points on the B-BBEE scorecard and of being prevented from 
doing business with the state.

 For any B-BBEE-related assistance, please contact the CORE BEE team. 

Midterm Budget

Prepared by CORE BEE

The MTBPS outlines government’s spending plans over 
a three-year period and also includes projections for 
economic growth and an update on the state of public 
finances.

Godongwana stressed that when it comes to the fiscal 
framework, the two are “on the same page”. The minister 
hardly veered off from the path set in the February budget 
and fiscal consolidation, with the aim to stabilise debt 
projected to be over R4 trillion this year. This was the order 
of the day.

Here is the budget in a nutshell:

Economic outlook

Treasury has upwardly revised the GDP growth rate from 
3.3% to 5.1% and says output levels will return to pre-
pandemic levels by 2022. Growth has been helped by:
•  less stringent Covid-19 restrictions, 
•  lower interest rates, and 
•  higher commodity prices.

“The strength of South Africa’s economic recovery will 
also depend on the rollout of vaccines,” Godongwana told 
members of Parliament.

The pace of recovery will not be sustained over the next 
three years, with growth averaging 1.7% annually, hardly 
enough to meet the country’s development needs.
Godongwana stressed the importance of structural 
reforms, some of which have not been rolled out at the 
pace he would have liked.

Temporary tax windfall

Another advantage of the commodity 
price rally was higher tax revenues - 
now projected to be R120.3 billion 
more than the February estimate.
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Treasury now projects revenue collections of R1.485 trillion 
for the 2021/22 fiscal year. This is still below pre-pandemic 
projections. Revenue from 2020/21 to 2022/23 is forecast 
to be R284.7 billion below the 2020 budget projections, 
Treasury’s MTBPS document read.

The improved revenue outlook is linked to better-than-
expected collections in the final quarter of 2020/21, with 
upward revisions to the economic growth outlook and strong 
tax collections, specifically from corporates.

Corporate income taxes account for R75.5 billion of the 
higher projected revenue collections for the year.

Servicing debt

The temporary tax windfall will be partially used for reducing 
the budget deficit and other social relief measures in response 
to the pandemic and the effects of the civil unrest in July. The 
debt burden is projected to be R4.08 trillion for 2021/22.

Debt servicing costs crowd out other critical areas of spending 
and are projected to total more than R1 trillion over the 
medium term. “Over the next three years, government will 
pay more for interest on its debt - an average of 21 cents of 
every rand collected in revenue per year,” said Godongwana.  

Revised debt ratios

The temporary tax windfall has allowed Treasury to revise 
its debt-to-GDP ratio to 69.9%, from 74.1% projected in 
February. This ratio will grow to 77.8% by 2024/25 and then 
peak at 78.1% in 2025/26 before declining.

The consolidated budget deficit as a measure of GDP is 
projected to be 7.8% this year, before narrowing to 4.9% in 
2024/25. This is also the year government expects revenue 
to exceed non-interest spending. The last time this happened 
was in 2008/09.

Overall the fiscal outlook has improved in the short term, 
and not only because of revenue collection improvements. 
Government departments have been implementing spending 
disciplines, according to a Treasury official.

Expenditure ceiling

In the current year expenditure is expected to breach the 
ceiling of R1.51 trillion, by R56 billion due to Covid-19 
lockdowns, civil unrest, and wage bill adjustments, the 
MTBPS document read. But revenue improvements since 
the February budget allowed for an increase in the spending 
ceiling over the medium term. The ceiling for 2022/23 was 
raised by R30.5 billion to R1.57 trillion. In 2023/24, the 
expenditure ceiling was raised by R28.1 billion to R1.55 
trillion.

Tough love for limping parastatals
Godongwana offered no new money to struggling state-
owned entities, saying total debt redemptions for the 
parastatals will average R73.4 billion a year over the medium 
term.

Eskom continued to pose a significant risk to public finances 
as it continued to rely on government guarantees.

SAA already received R21 billion in support from 
government in 2020/21, including R10.3 billion for the 
settlement of government-guaranteed debt.

In the MTBPS’s fiscal risk assessment, Godongwana warned 
that access to capital markets had become increasingly 
restricted for state-owned companies as a result of weak 
revenue growth, poor operating performance, and 
mounting debt-service costs. 

“Rising interest rates and increasingly unfavourable loan 
terms also raise the risks associated with borrowing. 
The Covid-19 pandemic and associated restrictions on 
economic activity have delayed the execution of capital 
investment projects, muted tariff adjustments and slowed 
the collection of payment from users,” the risk assessment 
said. 

The MTBPS said the total debt redemptions for state-owned 
companies will average R73.4 billion a year over the medium 
term, with foreign debt making up 45% of the total.

Godongwana said the MTBPS made little room for new 
funding for state-owned entities outside of assisting them 
with existing debt commitment, as seen in R2.9 billion 
allocated to Denel after a default, because parastatals 
needed to start performing better. 

While no new money was offered to struggling state-owned 
entities in Godongwana’s first medium-term budget policy 
statement, an exception will apply when guarantees are 
called by creditors. SOEs have met the conditions in ques-
tion.

Eskom debt solution

During a briefing ahead of the tabling of the MTBPS, 
Treasury’s deputy director-general of asset and liability 
management, Duncan Pieterse, explained that Eskom has 
been allocated R230 billion over 10 years for debt and debt 
servicing costs. However, there is ongoing work between 
National Treasury, The Department of Public Enterprises, 
and the Department of Mineral Resources and Energy, via 
a finance workstream, to address Eskom’s debt and other 
financial challenges.

Grants

The MTBPS said too wide an extension of social grant 
support would not be sustainable for the underperforming 
South African economy and could not be considered if they 
undermined growth and economic activity.

It also follows unrest which erupted in July in the 
provinces of KwaZulu-Natal, Gauteng, and 
to a lesser extent Mpumalanga, which 
is estimated to have cost the South 
African economy R50 billion in GDP 
growth.



360o  |  Nuusbrief - Newsletter 

The MTBPS said social grant-based relief of distress would 
amount to R28.3 billion in the 2021/22 financial year.

“To continue mitigating food insecurity and poverty in 
the 2021/22 financial year, an additional R26.7 billion is 
allocated to the Department of Social Development to 
reinstate and administer the special Covid-19 social relief of 
distress grant for eight months from August 2021 to March 
2022,” the statement said.

The increase in an array of social grant supports is also at the 
heart of conflict between the ANC and middle class as well 
as affluent South Africans, as economists remain adamant 
that a significant expansion of social grant support cannot 
be achieved without taxing higher income earners.

Public service wages

The consolidated MTBPS said while the pensionable increase 
was provided for in the 2021 budget tabled by Mboweni in 
February, the non-pensionable cash gratuity was not.

The MTBPS’s annexure on compensation data said between 
2006/07 and 2020/21, compensation spending on the 
consolidated budget rose by an annual average of 9.9%, 
from R170 billion to R635.4 billion, while compensation 
spending by national and provincial departments rose by 
9.8% a year, from R153 billion to R570.3 billion.

The word “cryptocurrency” was replaced with “crypto asset” in line with the proposed adoption of a uniform definition of 
crypto assets within the South African regulatory framework.

A crypto asset is defined as a digital representation of value that is not issued by a central bank but is traded, transferred and 
stored electronically by natural and legal persons for the purpose of payment, investment, and other forms of utility, and 
applies cryptography techniques in the underlying technology.

There are various crypto asset types in the market. These are commonly known as cryptocurrencies, such as Litecoin, Ripple, 
Bitcoin, and Ethereum. With crypto assets, you will need to use cryptographic techniques to access digital assets, which act 
as a medium of exchange for all financial transactions.  

Other crypto asset classifications are utility coins, security coins, and cryptocurrencies. The currency is secured to create 
additional units and transfer assets. Most of these currencies are on blockchain technology.

Characteristics of crypto assets

A more straightforward way to understand crypto assets is that they are digital assets. What is 
confusing is that not all digital assets are crypto assets. So, how do you distinguish the difference:

In a stark characterisation of the situation, Godongwana 
hinted that if the cost of honouring the public service 
wage agreement, including the gratuity, became too great, 
government would have to go as far as shifting money from 
the Infrastructure Fund in order to cover the costs.

Sasria and unrest funds

The allocation of R3.9 billion to Sasria is in line with the 
second special appropriation bill of 2021 and will be 
provided to Sasria through the state-owned entity financial 
management and governance subprogramme in the asset 
and liability management programme.

Godongwana signalled that a net addition of R59.4 billion 
to main budget non-interest spending was being proposed, 
consisting of R77.3 billion in spending increases.

“The 2021/22 fiscal framework includes R3 billion in the 
contingency reserve for additional vaccine purchases and 
R11 billion as a provisional allocation to Sasria for risk 
coverage in the wake of the outbreak of public violence in 
July,” the MTBPS said.

Insufficient capacity for National Health Insurance

National Treasury highlighted that the National Health 
Insurance (NHI) Policy would require R40 billion per year in 
additional funding in its first five years and possibly more 
over time.

Prepared by CORE Financial Solutions

Crypto Assets and Tax
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•  Crypto assets use cryptography. 
•  This kind of asset depends on distributed ledger technology. 
•  You do not need a third party such as a bank, to issue crypto assets like what happens with bitcoins. 
•  Crypto assets have three primary uses: an investment, a means of exchange, and access to goods and services.

Is it necessary to pay tax on crypto assets?

Normal income tax rules apply to crypto assets, and affected taxpayers need to declare their gains or losses as part of their 
taxable income.

The onus is on taxpayers to declare all crypto assets-related taxable income in the tax year in which it is received or accrued.  
Failure to do so could result in interest and penalties.

How does it work?

Following standard income tax rules, income received or accrued from crypto assets transactions can be taxed on revenue 
account under “gross income”.

Alternatively, such gains may be regarded as capital in nature. Determination of whether an accrual or receipt is revenue or 
capital in nature should be tested under existing jurisdiction.

Taxpayers are entitled to claim expenses associated with crypto assets accruals or receipts, provided such expenditure is 
incurred in the production of the taxpayer’s income and for purposes of trade.

Base cost adjustments can be made if falling within the CGT paradigm. Gains or losses in relation to crypto assets can broadly 
be categorised with reference to three types of scenarios, each of which potentially gives rise to different tax consequences:
•  Crypto assets can be acquired through so-called “mining”. Mining is conducted by verifying transactions in a computer- 
     generated public ledger, achieved through the solving of complex computer algorithms.
•  Investors can exchange local currency for a crypto asset (or vice versa) through crypto assets exchanges, which are       
     essentially markets for crypto assets, or through private transactions.
•  Goods or services can be exchanged for crypto assets. This transaction is regarded as a barter transaction. Therefore the  
     normal barter transaction rules apply.

How is SARS tracing crypto asset transactions?

Legislatively, SARS is granted a wide range of collection powers in terms of the Income Tax Act, including a requirement for 
third-party service providers to submit financial data.

Prepared by CORE Tax

Married in community of 
property: Draw up a will 
carefully

Wills: Estate Merger

If you have not drawn up a prenuptial agreement before 
your marriage to stipulate specifically otherwise, you will, 
in terms of South African law, be married in community of 
property. This means that you and your spouse own one joint 
estate and each owns an undivided half share of the estate. 
You cannot choose who owns which assets - you each own 
an undivided half share of all the assets in the joint estate. 
If it is your wish that, on the death of the first-dying spouse, 

certain assets should already be inherited by someone other 
than your surviving spouse, the above-mentioned situation 
could pose a problem - so you can actually only bequeath 
half of everything.

To address the above problem, the principle of estate 
amalgamation is used. In practice, this means that a joint will 
is drawn up and the will stipulates that estate amalgamation 
must take place about the assets, which must not be inherited 
by the surviving spouse or spouses. These assets are then 
bequeathed according to your wishes. It therefore comes 
down to the fact that a portion of the surviving spouse’s 
estate is bequeathed already at the death of the first dying 
spouse. Depending on the circumstances, a right, such as 
a usufruct in favour of the surviving spouse, is created as 
a condition for the inheritance. However, it is not a 
prerequisite to create a usufruct or similar right.

A simple example of such a bequest is as 
follows:
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“If the Testator is the first of us to die, we determine that 
there is an estate merger with regard to our farm, known 
as Grootvlei, and bequeath our said farm to our son, Gert. 
The bequest is subject to the lifelong right of usufruct of the 
Testatrix, free from the obligation to provide security to the 
Master of the Supreme Court.”

The tax consequences of estate amalgamation are 
unfortunately not as simple as what it is to put it in the will. 
Some of the pitfalls to be aware of are the following:

Possible Donation Tax

You must remember that each spouse owns an undivided 
half share of the joint estate. As mentioned, the assets of 
a person who is still alive are dealt with at the death of the 
first dying spouse. Persons still alive may donate assets up to 
a maximum of R100,000 per year, without paying donations 
tax. If more than this is donated in a tax year, there is a 
donation tax payable.

If the surviving spouse’s estate, after the will has been 
implemented, is more than R100,000 smaller than his or 
her half share of the joint estate, there will be a difference 
between the surviving spouse’s undivided half share 
immediately before death of the first deceased and the 
value of his or her estate and will be payable immediately 
after death of the first deceased, donation tax (after the 
R100,000 discount has been taken into account).

Copyright

The general rule is that Transfer Duty is not payable on a 
transfer from an estate. If in this case, however, a living 
person transfers his or her half share in a property to an heir, 
Transfer Duty will be payable on the living person’s portion 
of the property. Transfer Duty will be calculated on the full 
value of the asset transferred and the amount, which will 
be calculated, will then be divided by two. Transfer Duty 
may therefore still be payable if the half share, which is 
transferred from the living person, falls below the limit of 
where Transfer duty is payable.

Capital Gains Tax

There is a discount of R300,000 with regards to Capital 
Gains Tax on assets in an estate. There will also be Capital 
Gains Tax payable on the portion from the living person and 
it must be remembered that only then a R40,000 rebate, in 
terms of current legislation, will apply to this portion.

Estate Duty

Estate Duty is only payable on the deceased’s portion of 
the estate. Section 4(q) of the Estate Duty Act stipulates 
that everything that accrues to a surviving spouse is exempt 
from Estate Duty. What is important here, however, is that 
Section 4(q) of the Estate Duty Act also stipulates that if the 
surviving spouse, in terms of the will, is expected to transfer 
certain assets to third parties as a condition of inheritance, 
the value of what must be given must be deducted from the 

value of what, in terms of Section 4(q) of the Estate Duty 
Act, is deductible.

The portion that the survivor inherits, in the form of assets 
and possible limited rights, such as usufruct, will therefore, 
for purposes of calculating Estate Duty, have to be reduced 
by the value of his or her half share in assets, to which estate 
amalgamation applies and is bequeathed to someone else.

Furthermore, it is important to remember that, where a 
usufruct has been granted in the estate of the first dying 
spouse, on the cessation of the usufruct in the estate of 
the surviving spouse, Estate Duty will be calculated and 
that the bare owner for the Estate Duty, which causes the 
cessation of the usufruct will be responsible. Therefore, if a 
son (the landowner) inherits a farm, subject to the usufruct 
of his mother, the son will be responsible for the pro rata 
estate tax that causes the cessation of the usufruct in his 
mother’s estate. The value of the usufruct in the first dying 
spouse’s estate will be worked out over the life expectancy 
of the usufructuary, while the cessation of the usufruct, in 
the surviving spouse’s estate, over the life expectancy of the 
bare owner (son in our example), as on date of death of the 
surviving spouse, will be worked out.

VAT

When a VAT vendor dies, it must be determined where 
VAT will possibly be payable. When a VAT asset is inherited 
from someone, who is also a VAT entrepreneur, there is a 
possibility that only the heir can continue with the business 
and that there will be no VAT payable. Certain guidelines for 
this are laid down by applicable legislation. In the context of 
this discussion, however, it is important to note that, where 
a usufruct is granted over the assets, which are merged, 
VAT will be payable on the value of the mere property right, 
even if it is inherited by a VAT entrepreneur. This VAT will 
only be claimed back upon cessation of the usufruct.

In conclusion

Talk to a specialist to first make sure that your will is drawn 
up correctly and, very importantly, also to do the necessary 
calculations to determine whether this will be practically 
feasible.

Prepared by CORE Trusts & Estates 
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Commercial and Industrial Property Valuations: 
Key concepts and pitfalls

The term “Market Value” is regularly used; however, often, it is not understood correctly. In short the term means the most 
probable price something will sell for. It is not the highest or the lowest price in an arm’s length transaction. Hypothetically, 
it also means that the seller (current owner) must be willing to buy the property for that amount (if he was the potential 
buyer).

Commercial property versus industrial property

Precisely the same methodology and challenges apply in the valuation process. I will therefore refer, for the rest of this 
article, only to commercial property, which will include industrial property.

General comments

The basis for the valuation is to capitalize the expected net rent income of the following year. Often, rent income does not 
fluctuate widely from year to year, thus, the capitalisation method can be followed. Where expected future rent income 
varies from year to year, the discounted cash flow method should be used.

It is a more complex type of valuation than the valuation of a residential property. The reasons are, inter alia:
•  Lease contracts for commercial property can be complex.
• The valuer must do thorough research regarding the detail of the lease contract to establish which expenses are the   
    responsibility of the tenant and which must be paid by the property owner.
•  A large shopping mall may have more than 50 shop tenants, each having its own lease contract, which can become      
    complex.
•  Because of the above, a valuation of the same commercial property done by two valuers may differ up to 10%. And,   
    both will still be credible.

Factors that influence gross rent income

•  The historic gross rent income is only an indication of what happened in the past.
•  The valuer must base the valuation on the expected gross income of next year (as the starting point).
•  If it is a large shopping mall (with many tenants) the valuer must estimate the Effective Gross Rent Income. In retail, a  
    gross rent that is a percentage of turnover of the shop, is often applied.
•  Income forecasting is a sensitive and crucial part of the valuation process.

Factors that influence net rent income

To calculate the net rent income, the expenses the owner of 
the property has regarding the property, must be deducted. 
To do this calculation the valuer must know (based on the 
contract) who pays the expenses, for example:
Does the tenant or the owner pay the following:
•  Small maintenance items
•  Larger maintenance items; such as ceiling repairs,  
    painting, air conditioning, and so on
•  Security 
•  Cleaning 
•  Rates (water, sewage and refuse removal) 
•  The building manager’s salary 
•  What percentage must be budgeted for vacancy allowance 
•  What percentage must be  budgeted for annual capital  
    expenditure 

Typical calculation example:

Expected Potential Gross Rent Income
-  4 % vacancy allowance & Collection loss 

=  Effective Gross Rent Income

Minus:  
-    Property insurance
-    Property taxes
-    Larger maintenance items
-    Security and cleaning
-    5% budget for capital expenditure
-    5% property managerial fee
-    Auditor fees, bank charges, etc.

=  Net Rent Income
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Appropriate capitalization rates

SAPOA (South African Property Owners Association) publishes a quarterly document which indicates appropriate 
capitalization and discounted rates for various types of property, for example, retail (large shopping centres, regional centres 
and neighbourhood centres), office, and industrial property.
This is based on research in the market regarding the real ratios between market value and net rent income of the various 
types of property, and is therefore widely recognized as credible.

However, these capitalisation rates are applicable to metropolitan areas and large towns. A smaller rural town normally has 
a higher risk to obtain reliable tenants, therefore, the valuer must add two or three percentage points to SAPOA’s indicated 
rate. If the building is old it must also be valued with a higher capitalisation rate than a new building.

The most common mistakes

The most common mistakes that are made during the valuation process
•  The valuation is based on historical rent income figures instead of expected future net rent income.
•  Gross rent income is capitalized instead of net rent income.
•  Not all the expense deductions are made; thus, the calculated net rent income is too high.
•  The capitalisation rate used is too low, leading to a too high valuation amount.

Prepared by CORE Valuations




