
Th
e 

Ta
x 

Pr
of

es
si

on
al

THIS ARTICLE:

1

CPD
30 MIN

SAIPA CONTACT  DETAILS

Telephone: (011) 207-7840 

Facsimile:  (011) 805-0105 

Postal Address: 
PO Box 2407

Halfway House 
1685 

Physical Address: 
SAIPA House, Howick Close

Waterfall Park
Vorna Valley

Midrand 
 

Wear and tear 
allowance 

           Wear and tear allowance 
           clarified in a Draft 
           Interpretation Note

The wear-and-tear allowance provided for in 
s 11(e) of the Income Tax Act allows taxpayers 
to claim tax write-offs for their non-manufac-
turing, movable capital assets. SARS recently 
released a Draft Interpretation Note on the 
wear-and-tear allowance, which is the subject 
of this article.

The Interpretation Note replaces Practice 
Note Numbers 15, 19 and 39 (issued on 16 
March 1992, 30 April 1993 and 10 May 1995 
respectively). It also withdraws redundant 
practices on the claiming of deductions under 
s 11(e), such as the debtor accounting system 
that lessors of assets were previously allowed 
to use for purposes of determining the allow-
ance. Furthermore, it provides guidance on 
the determination of the value of an asset on 
which the wear-and-tear allowance is based 
and sets out acceptable write-off periods for 
various assets. 

Which assets qualify for the allowance?

The wear-and-tear allowance is available for 
certain qualifying assets used for the purpos-
es of trade. These assets must be – 

•	 owned	by	the	taxpayer;	or	

•	 acquired	by	the	taxpayer	under	an		
 “instalment credit agreement” as 
 defined in paragraph (a) of the 
 definition of that term in section 1  
 of the VAT Act. 

Buildings or other structures or works of a per-
manent nature will not qualify for the wear-
and-tear allowance. Furthermore, assets in 
respect of which deductions may be claimed 
under any other section of the Act will not 
qualify for the wear-and-tear allowance. 

A taxpayer also cannot elect to use the wear-
and-tear allowance when a deduction is avail-
able under s 12B, 12C, 12DA, or 37B even if a 
lower deduction results under those sections. 
A 2008 amendment allows a small business 
corporation to elect either the s 12E or the 
wear-and-tear allowance on an asset that 
meets the requirements of both sections.

Amount of the allowance

Section 11(e) provides that the amount of the 
allowance is the amount that the Commis-
sioner regards as just and reasonable as rep-
resenting the amount by which the value of 

the asset has diminished during the year as a 
result of wear and tear. 

The allowance is only allowed to the extent 
that a qualifying asset is used for purposes 
of trade. Therefore, if an asset is used 80% for 
trade and 20% for private purposes, the al-
lowance will only be granted on 80% of the 
amount by which the value of the asset has 
reduced. 

If an asset is used for trade for less than a full 
year of assessment, the allowance must be 
apportioned. This would apply, for example, 
if an asset is acquired or disposed of part of 
the way into a year of assessment. Similarly, 
the allowance will not be available once an as-
set has been decommissioned or mothballed 
since it will have ceased to be ‘used’. 

Value of an asset for purposes of the 
allowance
 
The allowance is based on the “value”, not the 
“cost” of an asset. Although the term “value” 
is not defined in s 11(e), SARS regards the 
value of an asset for this purpose as the cost 
of acquisition (that is, the cash cost excluding 
finance charges) or the market value on the 
date of acquisition if there is no actual cost. 

Paragraph (vii) of the proviso to section 11(e) 
provides that when the value of an asset must 
be determined having regard to its cost, the 
cost would be the cost which in the opinion 
of the Commissioner a person would, if he or 
she had acquired such an asset in terms of a 
cash transaction concluded at arm’s length on 
the date on which the transaction was in fact 
concluded, have incurred in respect of the 
direct cost of the acquisition of the asset, in-
cluding the direct cost of installation or erec-
tion thereof. 

Section 23C(1) provides that any VAT payable 
on acquisition or delivery of an asset must 
only be included in the cost for purposes of 
calculating the allowance if the taxpayer is – 

•	 not	a	registered	vendor;	or	

•	 a	registered	vendor	that	is	not	
 entitled to a deduction of input tax  
 in respect of the asset under 
 section 16(3) of the VAT Act. 

The acquisition cost of an asset therefore 
includes – 

•	 the	original	purchase	price	
 (including VAT incurred in the 
	 circumstances	described	above);
 
•	 shipping	or	delivery	charges	
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•	 Whether	the	asset	is	likely	to	
 become obsolete. 

•	 Whether	the	effective	life	of	the	
 asset is limited to the life of a 
 particular project. 

Information that could be useful in deter-
mining the expected useful life of an asset 
includes :

•	 manufacturer’s	specifications;	

•	 independent	engineering	
	 information;
 
•	 the	taxpayer’s	own	past	
	 experience	with	similar	assets;	
 or
 
•	 the	past	experience	of	other	users
 of similar assets. 

The Commissioner’s discretion in this regard 
will be exercised upon assessment or audit 
of the case. Taxpayers must ensure that they 
have the necessary information or docu-
mentation pertaining to the period of write-
off readily available when requested by the 
Commissioner. 

A used or second-hand asset must be writ-
ten off over its expected useful life, taking 
into account its condition. 

“Small” items 

The cost of “small” items such as loose tools 
may be written off in full in the year of as-
sessment in which they are acquired and 
brought into use. A “small” item in this con-
text is one which normally functions in its 
own right, does not form part of a set and 
is acquired at a cost of less than a specified 
amount. The Interpretation Note sets this 
amount at R7 000 for assets acquired on or 
after 1 March 2009. The previous limit of R5 
000 applied to assets acquired on or after 1 
March 2006. 

See ANNEXURE B: SCHEDULE OF WRITE-OFF 
PERODS ACCEPTABLE TO SARS.       JA

 relating to the delivery of the 
	 asset;
 
•	 any	costs	incurred	in	moving	the	
 asset from one location to 
	 another;	and
 
•	 costs	directly	relating	to	the	
 installation or erection of the 
 asset. 

Pre-production and financing costs are not 
included in the cost of an asset. 

Special limitation rules apply where an asset 
is acquired from a connected person to pre-
vent the seller inflating the selling price of 
an asset to enable the buyer to claim a large 
wear-and-tear allowance. There are two dif-
ferent rules, depending on when the asset 
was acquired:

a. Years of assessment ending before   
    1 January 2008 

    Paragraph (viii) of the proviso to s 11(e)          
    provided that when a s 11(e) deduction 
    or a deduction under s 11B(3), 11D(2),
    12B(1), 12C(1), 12E was previously claimed 
    in respect of any asset acquired on or 
    after 21 June 1993, the wear-and-tear  
    allowance had to be calculated on 
    an amount not exceeding the lesser  of –

	 •	 the	cost	of	the	asset	to		
	 	 the	connected	person;	or

	 •	 its	market	value	on	the		
  date upon which it was 
  acquired by the 
  taxpayer. 

b. Years of assessment ending on or   
    after 1 January 2008 

    Section 23J was inserted into the Act by 
     s 38 of the Revenue Laws Amendment Act,
    No. 35 of 2007, and replaced the 
    connected person rule that previously 
    resided in paragraph (viii) of the proviso 
    to section 11(e). Section 23J provides that  
    the cost for the purchaser equals the sum 
    of – 

	 •	 the	cost	(taking	into	
  account any subsequent  
  tax adjustments) of the  
  asset to the connected  

	 	 person	seller;	plus
 
	 •	 all	recoupments	of	
  allowances in the   
	 	 seller’s	hands;	plus
 
	 •	 any	capital	gains		 	
  triggered on the 
  disposal. 

Write-off periods 

Assets may be written off using either the 
straight-line method or the diminishing-
value (reducing-balance) method. 

Under the straight-line method an asset 
must be written off in equal annual instal-
ments over its estimated useful life. Under 
the diminishing-value method, the allow-
ance is determined on the income tax value 
of the asset during each year of assessment 
in which the asset is used for the purposes 
of trade. 

SARS has prepared an updated schedule of 
write-off periods that are acceptable to the 
Commissioner for assets that are written off 
on the straight-line method, which are ap-
plicable in respect of any asset brought into 
use during a year of assessment commenc-
ing on or after 1 March 2009. This schedule is 
reproduced at the end of this article.

A taxpayer may apply to write off an asset 
over a shorter period than that reflected in 
the schedule, provided that such an applica-
tion must be fully motivated and submitted 
to the SARS office where the taxpayer is on 
register for income tax purposes. The appli-
cation must be lodged before submission of 
the return of income in which the relevant 
allowance is claimed. 

An asset which is let for a period exceed-
ing that prescribed in the schedule must be 
written off over the period of the lease. 

The write-off period of any asset not includ-
ed in the schedule must be determined by 
its expected life. The following factors must 
be taken into account in determining the ex-
pected life of an asset: 

•	 How	long	the	taxpayer	expects	the	
 asset to last.
 
•	 How	the	taxpayer	expects	to	use	it.	
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Asset Proposed write-off period  
(in years) 

Adding machines 6
Air conditioners: 
 Window type 6
 Mobile 5
 Room unit 10
Air conditioning assets (excluding pipes, ducting 
and vents): 
 Air handling units 20
 Cooling towers 15
 Condensing sets 15
Chillers:
 Absorption type 25
 Centrifugal 20
Aircraft: Light passenger or commercial helicopters 4
Arc welding equipment 6
Artefacts 25
Balers 6
Battery chargers 5
Bicycles 4
Boilers 4
Bulldozers 3
Bumping flaking 4
Carports 5
Cash registers 5
Cell phone antennae 6
Cell phone masts 10
Cellular telephones 2
Cheque writing machines 6
Cinema equipment 5
Cold drink dispensers 6
Communication systems 5
Compressors 4
Computers 
 Main frame 5
 Personal 3
Computer software (main frames) 
 Purchased  3
 Self-developed 1
Computer software (personal computers) 2
Concrete mixers (portable) 4
Concrete transit mixers 3
Containers 10
Crop sprayers 6
Curtains 5
Debarking equipment 4
Delivery vehicles 4
Demountable partitions 6
Dental and doctors equipment 5
Dictaphones 3
Drilling equipment (water) 5
Drills 6
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Asset Proposed write-off period  
(in years) 

Electric saws 6
Electrostatic copiers 6
Engraving equipment 5
Escalators 20
Excavators 4
Fax machines 3
Fertiliser spreaders 6
Firearms 6
Fire extinguishers (loose units) 5
Fire detection systems  3
Fishing vessels 12
Fitted carpets 6
Food bins 4
Food-conveying systems 4
Fork-lift trucks 4
Front-end loaders 4
Furniture and fittings  6
Gantry cranes 6
Garden irrigation equipment (movable) 5
Gas cutting equipment  6
Gas heaters and cookers  6
Gearboxes 4
Gear shapers 6
Generators (portable) 5
Generators (standby) 15
Graders 4
Grinding machines  6
Guillotines 6
Gymnasium equipment:  
 Cardiovascular equipment  2
 Health testing equipment  5
 Weights and strength equipment  4
 Spinning equipment 1
 Other  10
Hairdressers’ equipment  5
Harvesters 6
Heat dryers 6
Heating equipment 6
Hot water systems 5
Incubators 6
Ironing and pressing equipment  6
Kitchen equipment 6
Knitting machines 6
Laboratory research equipment  5
Lathes 6
Laundromat equipment 5
Law reports: Sets (Legal practitioners) 5
Lift installations (goods/passengers) 12
Medical theatre equipment  6
Milling machines 6
Mobile caravans 5
Mobile cranes 4
Mobile refrigeration units 4
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Asset Proposed write-off period  
(in years) 

Motors 4
Motorcycles 4
Motorised chainsaws 4
Motorised concrete mixers 3
Motor mowers 5
Musical instruments 5
Navigation systems 10
Neon signs and advertising boards 10
Office equipment – electronic 3
Office equipment – mechanical 5
Oxygen concentrators 3
Ovens and heating devices 6
Ovens for heating food 6
Packaging and related equipment  4
Paintings (valuable) 25
Pallets 4
Passenger cars 5
Patterns, tooling and dies  3
Pellet mills 4
Perforating equipment 6
Photocopying equipment 5
Photographic equipment 6
Planers 6
Pleasure craft etc. 12
Ploughs 6
Portable safes 25
Power tools (hand-operated) 5
Power supply 5
Public address systems 5
Pumps 4
Race horses 4
Radar systems 5
Radio communication equipment 5
Refrigerated milk-tankers 4
Refrigeration equipment 6
Refrigerators 6
Runway lights 5
Sanders 6
Scales 5
Security systems (removable) 5
Seed separators 6
Sewing machines 6
Shakers 4
Shop fittings 6
Solar energy units 5
Special patterns and tooling 2
Spin dryers 6
Spot welding equipment 6
Staff training equipment 5
Surge bins 4
Surveyors:
 Instruments 10
 Field equipment 5
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Asset Proposed write-off period  
(in years) 

Tape-recorders 5
Telephone equipment 5
Television and advertising films 4
Television sets, video machines and decoders 6
Textbooks 3
Tractors 4
Trailers 5
Traxcavators 4
Trolleys 3
Trucks (heavy duty) 3
Trucks (other) 4
Truck-mounted cranes 4
Typewriters 6
Vending machines (including video game 
machines)

6

Video cassettes 2
Warehouse racking 10
Washing machines 5
Water distillation and purification plant 12
Water tankers 4
Water tanks 6
Weighbridges (movable parts)  10
Wire line rods 1
Workshop equipment 5
X-ray equipment 5


