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Don’t get left behind! Lesson 101 for 2017- Let us not pay more tax than is 
necessary! 
I am going to quickly unpack how to save tax using some tax saving incentives.   
 
You only have a few short weeks to maximize your tax deduction for this tax year 

otherwise you are going to lose out. Your deadline 24th February 2017. 

Your goal - to reduce your tax liability and keep 
some hard earned Rands to yourself.  There is 
tax on possible interest income, rental income, 
dividend tax and capital gains tax on trading as 
well as, of course, salaries and bonuses .Start 
doing some calculations, ring your accountant 
or call me so we can help you do just that.  

You want to seriously consider the longer term 
benefits of maximising your allocations to tax-
free investments in each tax year. This 
becomes more apparent the longer the 
investment time horizon, so in the first instance 
you should make sure that your investment time 
horizon for the two products is relatively long, in 
order for you to gain the maximum benefit. 

There are 2 particular tax-saving incentives you 
can use – investing in either or better yet both 
effectively mitigates your risk of an excessive 
tax burden and is a tax-efficient way of saving. 
But how would we go about deciding which one 
to choose?  

 1. Tax free savings account (TFSA) – maximum 
contribution per year R30 000 
 2. Retirement annuities (RA) - maximum 
contribution 27.5% of taxable income.  

 
A quick look at the differences between an 
RA and a TFSA - A major difference between 
an RA and TFSA is the fact that your 
contributions to an RA are tax deductible up to 
27.5% of your net non-retirement funded 
income from their taxable income. E.g. you 
taxable income is R800 000 a year and you not 
a member of a pension fund or provident, your 
tax is R247 431. Assuming a tax rate of 30.9% 
%, using your 27.5% tax deduction into an RA, 
you will get a tax rebate of R67 980 at the end 
of the tax year. This R67 980 that would 
otherwise be sitting with SARS which can now 
be used to pay for annual car payments or 
groceries or any other expenses. It is for this 
reason that many RA members should consider 
‘topping up’ their RA contributions if they are in 
a position to do so. 
 
Many will have company pension or provident 
funds, but the contribution that you and the 
company are making each year, may not have 
reached the limit of 27.5% and you are missing 
out on the extra tax deduction. Your bonus is 
not considered in this calculation which means 
that this is fully taxable. Don’t miss this tax 
planning opportunity.  

 

For those with high marginal tax rates it is 
advantageous to utilise the maximum allowable 
contributions to your RA first, and then start 
maximising your TFSA contributions. For those 
with lower marginal tax rates the opposite may 
be true. 

Your annual contribution to a TFSA is limited to 
R30 000, so depending on your level of income 
this might be insufficient to make any real dent 
in your tax planning 

Lastly, from an estate planning perspective it is 
important to note that your investment in an RA 
is safe from creditors’ claims while an 
investment in a TFSA is not. Both are free of 
executor’s fees.  

"Using the two in combination can deliver 
superior results and that it should not 
necessarily be an either/or choice. 

When not to use a TFSA - TFSAs are not 

intended for short terms savings. You would 

only benefit meaningfully from the tax free 

treatment of money in the TFSA once the value 

of the investment is sufficient to exceed the 

annual interest exemption and capital gains 

exclusion we are given annually by the Minister 

of Finance annually. 

When to use a TFSA aka a mini tax haven - 

The use of tax free savings and investment 

accounts is appropriate in the following 

circumstances: 

1. Achieving long term investment goals; 

2. Saving for retirement when your income is 

below the income tax threshold, and you will 

not benefit from the income tax deduction 

from contributing to a retirement fund. 

3. Topping up retirement savings over and 

above the maximum amount per annum 

(currently R 350 000) that you can receive 

tax breaks on. Most South Africans are 

under-funded for retirement, there is a need 

for most working people to play catch up 

and contribute more than the deductible 

limits in retirement funds 

4. Saving for retirement when you are 

uncertain about your long-term income or 

job security and, you may need to access 

the capital if you become unemployed; 

 

 

5. Saving for retirement if you are uncertain 

as to whether or not you will emigrate, in 

which case you may want to realise the 

investment to expatriate your capital 

should you leave. 

How do you score? Income tax payers will 

benefit from this 'mini tax haven' in the long 

term as it dilutes their overall tax rate over 

their lifetime. Couples stand to gain a double 

benefit as a household if they both invest in 

TFSAs for the long term. This same principle 

applies to families: each member of a family 

can invest up to R30 000 per year, meaning 

that parents can invest in their children’s 

names for the long term.  

High Net Worth (HNW) investors may find 

this especially beneficial should any 

additional wealth tax on investments be 

introduced in the future. 

Even though a fully utilized TFSA (due to the 

annual and lifetime contributions limits) may 

only form a small proportion of an HNW 

portfolio, it would still dilute the HNW 

individual’s - or their family’s - overall tax rate 

somewhat and contribute to a tax saving 

nonetheless. 

Tax tool 2: Using an RA to reduce tax 

liabilities - R.A members have an additional 

chance to reduce their tax liabilities 

immediately by maximising their RA 

contributions to ensure than they use the full 

tax contribution deduction that they are 

entitled to for this tax year. 

Don’t miss out on this. You only get one shot 

every year. 

Happy tax saving, and we’re just a call or an 

e-mail away to help you do just that!  

     …Take Care  

    Susan Mercer 
 

 


