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FPSA FISA BOARD EXAMINATION 

Examination date/Eksamendatum:     18 NOVEMBER 2013 

Time/Tyd:          9:00 – 11:15 (2 hours/ure and 15 min.) 

Total marks/Totale punte:      50 

Examination Paper:        Administration of Deceased Estates 

This examination paper comprises 9 pages and 4 main questions. Answer all the questions. The 

examiners are aware that there is not necessarily only one correct answer to certain questions in 

this examination paper. You are therefore expected to fully motivate all your answers, where 

applicable. 

Only answers in your own handwriting in the official answer book will be considered.  
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QUESTION 1 - CHOOSE THE CORRECT ANSWER  

Question 1.1 

After the preliminary interview with heirs, who reported an estate on an inventory value of 

R142 000, but before reporting the estate to the Master and before being appointed to act in 

the estate, the executor determines that the value of the estate is actually R101 000. 

Calculate the master’s fees payable. 

A.   R600 

B.   R300 

C.   R294 

D.  NIL   (1) 

Question 1.2 

After reporting the death of a client with an inventory value of R1 000 000, and receiving the 

letters of executorship, the executor determines that the estate is insolvent. He is faced with 

various options. Which is the correct option to take the matter forward? 

A     He must surrender the estate under the Insolvency Act, 24 of 1936, as amended. 

B  He must surrender the estate under the insolvency provisions of the Administration of 

Estates Act, 66 of 1965, as amended. 

C     He must obtain agreement from the heirs to the estate, as set out in the will, as to 

which act to follow for the administration of the insolvent estate. 

D     He must advise all the creditors of the position, and obtain instruction from them alone 

as to which act to follow for the administration of the insolvent estate. (1) 

 

Question 1.3 

 

Select the correct statement regarding estate duty. 

A    No interest accrues on estate duty payable by the spouse as “rollover” applies. 

B    Interest is calculated on estate duty payable from the date of death until the date of 

payment. 

C    A donation of assets to the value of R500 000 two years before death to your spouse 

attracts donations tax and reduces estate duty. 

D    Interest becomes payable after 30 days of receipt of the assessment date, even if the 

assessment is received before the 12 month anniversary of the death of the deceased.  

  (1) 
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Question 1.4 

 

Which of the following statements are correct: 

I If the loan account between the deceased and an inter vivos trust is bequeathed to the  

       same trust in the deceased’s will, capital gains tax will apply on death. 

II  If the loan account between the deceased and an inter vivos trust is bequeathed to the  

         same trust in the deceased’s will, capital gains tax will not apply on death. 

III  In a fiduciary assets account no master’s fees are payable. 

IV In the fiduciary assets account master’s fees are payable proportionately to the 

amount of the assets in the personal account. 

V  Master’s fees are not payable on loan account assets which attract capital gains tax. 

 

A    III 

B    I and V 

C    II and IV 

D    III and V (1) 

 [4] 

 

QUESTION 2  

 

You are attending to the following estates: 

a) The estate of Ravi Naidoo, who is married out of community of property with the 

exclusion of the accrual system, to Priscilla Naidoo. From their marriage 5 children 

were born, all majors and successful business people. According to his will, he left his 

estate to his wife, Priscilla, and their children, in equal shares. 

b) The estate of Don Johnson, married in community of property to Kyla Johnson. Don 

had recently torn up his will in a fit of rage and has subsequently died intestate. They 

have 5 children together, all full-time employed and majors. 

 

In both cases, at the preliminary interview, the spouse and heirs ask for your advice whether 

there is a way that their mother, the spouse, can receive the entire estate. 

 

In both cases, the estates are significant, and estate duty will be payable. 

 

Explain, using the legal remedies at your disposal, without resorting to a redistribution 

agreement, how you would proceed to give effect to this request, in both estates. [4] 
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QUESTION 3   

 

Question 3.1  

 

What is your understanding of the Paperless Estate Administration System (PEAS) being 

rolled out by the Master’s Offices? (1) 

 

Question 3.2 

 

Briefly explain the prescribed options available to you as executor to obtain and validate 

information from a person making a questionable claim against the estate you are 

administering. (2) 

 

Question 3.3 

 

You are in the process of finalising an estate. The advert placed in terms of section 35 of the 

Administration of Estates Act, 66 of 1965, as amended, expired and no objections have been 

received. The only outstanding matter is the distribution of the cash to the heirs, whom you 

are in the process of paying, after which you will be recovering your remuneration. 

 

There are 3 major heirs of whom 2 are resident in South Africa and the third heir is resident 

in Finland. (He has never been to South Africa.) One of the local heirs is struggling 

financially and the other two are wealthy individuals who do not need their inheritance of 

R500 000 that they are each receiving from the estate.  

 

The wealthy heirs, one local and one a non-resident, approach you at this late stage to pay 

their inheritances directly to the local heir. 

 

Explain what steps can be taken to give effect to their requests and include the possible 

issues that can arise, including taxation, in your answer. (3) 
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Question 3.4 

 

Given that mitigation of risk is a prerequisite during the administration of an Estate, explain 

the various steps, you as Executor take that reduces risk during the administration process. 

In your explanation, set out how such steps also reduce the possibility of complaints being 

lodged against you as Executor, and assist in reducing losses being incurred by the estate 

and perhaps yourself.? (5) 

 [11] 

QUESTION 4   

 

Personal Details 

Steve and Peggy Sue are married out of community of property. An ante-nuptial contract 

(ANC) was drafted. 

They have 2 children, Angelina and Brad, born from their marriage. 

 

Brad is unhappy that his dad, Steve, who wants fame and fortune for his daughter, spent 

R5 000 000 on her career in Hollywood, whilst he received nothing. Brad joined the bank his 

dad worked at, to follow in his footsteps, but his dad left to join another bank. 

 

Steve was previously married to Phyllis. Phyllis was much older than Steve, had no children, 

and died many years ago. Steve inherited a beach cottage from Phyllis on condition that it 

goes to his children (if any), on Steve’s death. 

 

Steve died on    6 June 2013 

Steve was born on  6 June 1956 

Phyllis died on   17 May 1980 

 

Steve and Peggy Sue were married on 13 February 1981 

 

Angelina (daughter) was born on 9 May 1983 

Brad (son) was born on 8 March 1985 

 

Will and other documents 

In terms of the will, Steve leaves: 

 A special bequest of R150 000 to the Jack Daniel Distillers Fund 

 A special bequest of R150 000 to the SPCA, Johannesburg 

 The residue of his estate to Peggy Sue, Angelina and Brad, in equal shares 
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The will also contains the following clause: 

 “I direct that no heir shall collate any amounts paid to them during my lifetime.” 

 

On lodging the will with the Master of the High Court, they advise you that: 

 The will is not dated and the testator’s signatures are not identical 

 The Master of the High Court is not accepting the will as a valid will. 

 

The ante-nuptial contract (ANC) number H902/1981, in paragraph 7, states: 

“In the event of the marriage between the parties dissolving by death or divorce, 

irrespective of the cause of the divorce, the parties’ total assets and liabilities will be 

divided equally between the parties, except for any assets inherited by either party 

or any assets donated to either party individually, or any Policy payments to the 

surviving spouse” 

 

Question 4.1 

 

The family asks you to comment on the following for them: 

 

4.1.1 What steps will you, as executor of the estate, now take to get the will accepted as 

the original valid will, and how much do you think this will cost? The family confirms 

that they are in agreement with the contents of the will and they want to see the 

intention given effect to. Motivate your answer. (2) 

 

For the rest of the questions accept that the Will has now been accepted as the valid 

Will.  

 

4.1.2 Brad is very unhappy that he has not inherited more than Angelina to make up for the 

funds his dad had spent on her. Brad’s girlfriend, the advocate, suggests he talks to 

you about collation. Brad believes that R2 000 000 should be collated by Angelina to 

be fair to him. Briefly explain collation to the family and whether Brad can take steps 

to lodge a claim under collation. (1) 
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Question 4.2 

 

The assets and liabilities of Steve and Peggy Sue are as follows: 

 

Steve      Peggy Sue 

Assets Note Amount R Assets Note Amount R

Family home  3 000 000 Investments and cash 

in bank 

3 500 000

Beach cottage  1 500 000    

Sharemax 
debentures 

1 500 000    

50% members 
interest in Steve 
Productions CC 

2 2 000 000    

Surrender value of 
co-owners policy 
under buy-and-sell 
agreement 

2 300 000    

FNB bank account  200 000    

50 000 e-bucks with 
a cash equivalent of 

 5 000    

Credit Life 
Insurance over bond 

 1 000 000    

Stock exchange 
shares reduced to 
cash 

 5 000 000    

Insurance policy 
payable to Peggy 
Sue 

 2 000 000    

HSBC Guernsey 
Chanel Islands bank 
account 

4 3 000 000    

     

Liabilities  Liabilities   

FNB bond  1 000 000   Nil 

 

1.  The market value of the Sharemax debentures on the date of death is R495 000. 

2. There is a buy-and-sell agreement in place in terms of which Steve’s business partner, 

Sharon, will acquire Steve’s member’s interest in the close corporation known as 

Steve’s Productions CC on Steve’s death by way of a policy on Steve’s life. To make 

sure that the policies were correct, Steve insisted on the corresponding policies and 

the agreement, and he personally paid the premiums on both life policies. He also 

insisted on a clause in the agreement that provided for the deceased estate to cede 
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back to the survivor the surrender value of the policy on his partner’s life, on payment 

of the surrender value of the policy to the first dying’s estate. 

3. In terms of clause 7 of the ANC (set out above), all inheritances received before or 

after marriage are excluded from the calculation of amounts payable to each party on 

death or divorce. Peggy Sue’s investments and cash in the bank were derived, in total, 

from an inheritance she received, after marriage from her aunt Agatha, who was a 

South African resident, and Peggy Sue had placed receipt of the funds on record with 

SARS. 

4.  The value of the HSBC account is reflected at the Rand value of the account, as on 

the date of death. 

 

Question 4.2.1  

You are required to list and explain why any Asset or liability detailed above should be 

excluded from the calculation of the claim under the ANC.                                   (4)  

 

Question 4.2.2  

You are required to prepare the Asset schedule of the First and Final Liquidation and 

Distribution Account, deriving the total Assets in the Liquidation account.  (4) 

 

Question 4.3 

 

Peggy Sue advises you that she wants to own the house she and Steve lived in outright and 

that she is prepared to introduce cash to balance the inheritance with the children. The 

family (all heirs) agree to this, and Brad’s girlfriend suggests a redistribution agreement is 

entered into to deal with the fixed property only. The family has already met with an attorney 

on this and present you with a correctly signed Redistribution Agreement. In terms of the 

agreement, Peggy Sue will take over the house and the children will receive their 

proportionate share of the property in cash. In all other respects the distribution will proceed 

in terms of the testamentary dispositions of the deceased. 
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Given the following additional information, prepare the Distribution Account portion of the 

First and Final Liquidation and Distribution Account, in Steve’s estate, as you would prepare 

it for lodging with the Master of the High Court, taking the redistribution agreement into 

account. You are required to fully describe the reason for the inheritance in the Distribution 

account, and not just reflect the amounts to be inherited by each heir /Legatee. 

 The balance brought forward from the Liquidation account is R 4 000 000 

 The total Immovable property value is R 3 000 000 

 The total movable property value is R 500 000 

 The total cash available for distribution in the estate is R 500 000 (9) 

 

Question 4.4 

 

The family has been discussing the make-up of a First and Final Liquidation and Distribution 

Account with Brad's girlfriend. 

 

They ask you what the Fiduciary Assets Account is.  

 

Using the details provided in the facts, explain why the Fiduciary Assets Account is required. 

 (1) 

Question 4.5 

 

You are faced with preparing the Estate Duty Addendum of the First and Final Liquidation 

and Distribution account in Steve’s Estate. Fully explain the implications the following items 

have, the details of which are recorded above, on any estate duty that may be payable, in 

Steve’s estate: 

Question 4.5.1 The claim by Peggy Sue under the ANC.     (1) 

Question 4.5.2 The Buy and Sell Agreement around Steve Productions CC           (2) 

Question 4.5.3 The Predeceased spouse                (1) 

Question 4.5.4 The Legacies                 (2) 

Question 4.5.5 The bequest of the Beach House by Phyllis             (1) 

Question 4.5.6 The HSBC Bank account                (1) 

Question 4.5.7 The Insurance Policy on Steve’s life, payable to Peggy Sue           (1) 

Question 4.5.8 The Credit Life Bond cover                (1) 

 (10) 

 [31] 

[Total 50] 


