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The main tax proposals
for 2021/22 are:

1 Providing personal in-
come tax relief through
an abovenflation in-
crease in the brackets

and rebates.

9 Limiting corporate de-
ductions to increase the
tax base.

1 Increasing the fuel levy
by 26c¢/litre, consisting of
a 15c/litre increase in
the general fuel levy and
a 1lcl/litre increase in
the RAF levy, to adjust

for inflation.

I The company tax rate
will reduce to 27% for

years of assessment

commencing on or after
1 April 2022.
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2021 National Budget

The gross revenue for 200/21 is expected to be 10.6% lower than in the p

evi-

ous fiscal year and R213.2 billion lower than projected in the 2020 Budget.

Government indicated that it would not introduce measures to increase
revenue in the 2021 Budget and previously announced increases amount

R40 billion will also be withdrawn.

Government expects a gradual recovery in revenue over the medium te
The taxto-GDP ratio now stands at 24.6%. A strong and sustained econc
rebound will be required for this ratio to return to preCOVID rate of 26.3%.
The main tax proposals for 2021/22 include abawviation increases in per
sonal tax brackets and rebates, an 8% increase in excise duties on tobacg

fax
ng to

mic

o and

alcohol products, and inflatieinked general fuel levy and Road Accident Levy

increases.

GOVERNMENT SPENDING IN 2021 /22

R 335.3bn - 16.6% Social development

R 272.3bn - 13.5% Basic education
Debt-service cost

R 248.8bn - 12.3% Health

R 218.8bn - 10.8%% Community dewvelopment
R 208.6bmn - 10.3% Peace and security
R Z207.5bn - 10.3% Economic development

R 119.6bn - 5.9%: Post-school education and training

\
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Personal income tax and special trusts

ments in all brackets as well as an increase in rebates.

One of the main tax proposals was to provide personal income tax relief through abfiaton adjust-

SARS Interest rates

Rate of interest from 1 February 2020

Fringe benefits: Interedtee or low-interest loan (official rate)

Rate of interest from 1 February 2020

Late or underpayment of tax

Refund of overpayment of provisional tax

Refund of tax on successful appeal or where the appeal was conceded by SARS
Refund of VAT after the prescribed period

Late payment of VAT

Rate per annum

4.5%

%
3%
7%
7%
7%
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Transfer duty

Transfer duty brackets were adjusted to take into account inflation.
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Excise duty
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Estate duty

Estate duty is levied on the property of residents and the South African property cfesidents less allowable deductions.
The duty is levied on the dutiable value of an estate, at a rate of 20%, on the first R30 million, and at a rate of 25%dbove

million.
A basic deduction of R3.5 million is allowed in tjlhe det
deductions for liabilities, bequests to public benefit organisations, and property accruing to surviving spouses.
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"Success is

often achieved
by those who
dondot kno
failure is

i nevitabl

Coco Chanel

Retirement fund lump sum withdrawal benefit

Retirement fund lump sum withdrawal benefits consist of lump sums from a pension, gen-

sion preservation, provident, provident preservation or retirement annuity fund on with

drawal (including assignment in terms of a divorce order). The tax table in respect thefeof

remained the same as the 2020/ 21 yearosp

Taxable Income (R) Rate of tax

0f 25 000 0% of taxable income

25 0011 660 000 18% of taxable income above 25 000

660 00T 990 000 114 300 + 27% of taxable income above 660 000
990 001 and above 203 400 + 36% of taxable income above 990 000

Retirement fund lump sum benefits or severance benefits

Retirement fund lump sum benefits consist of lump sums from a pension, pension preservation,
provident, provident preservation or retirement annuity fund on death, retirement or termination

of employment due to attaining the age of 55 years, sickness, accident, injury, incapacity, redurjdan-

cy or termination of the employerds trade.
arrangement with an employer due to relinquishment, termination, loss, repudiation, cancellatiof

or variation of a persond6s office or emplo

Seve

ment

Tax on a specific retirement fund lump sum benefit or a severance benefit (lump sum or severafce

benefit) is equal t@

9 the tax determined by the application of the tax table to the aggregate of the benefit plus all
other retirement fund lump sum benefits accruing from October 2007 and all retirement fundj

lump sum withdrawal benefits accruing from March 2009 and all other severance benefits agcru-

ing from March 2011; less

% thﬁlt x determined by the application of the tax table to the aggregate of all retirement fund
lump ufh Benefits accruing before lump sum from October 2007 and all retirement fund lum

o

sum withdrawal benefits accruing from March 2009 and all severance benefits accruing befdre

severance benefit from March 2011.

7

e. o0
Taxable Income (R) Rate of tax
0f 500 000 0% of taxable income
500 00%i 700 000 18% of taxable income above 500 000
700 00%i 1 050 000 36 000 + 27% of taxable income above 700 000
1 050 001 and above 130 500 + 36% of taxable income above 1 050 000

Provisional tax

A provisional taxpayer is any person who earns income by way of remuneration from

unregistered employer, or income that is not remuneration, or an allowance or advange

payable by the personds principal. An
he or she does not carry on any businesg

1 Will not exceed the tax threshold for the tax year; or

1 From interest, dividends, foreign dividends, rental from the letting of fixed property,
and remuneration from an unregistered employer will be R30 000 or less for the tgdx

year. Deceased estates are not provisional taxpayers
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Deductions

Retirement fund contribu-
tions

Amounts contributed to pen-
sion, provident and retirement
annuity funds during a year of
assessment are deductible by
members of those funds.
Amounts contributed by em-
ployers and taxed as fringe
benefits are treated as contri-
butions by the individual em-
ployees. The deduction is
limited to 27.5% of the greater
of the amount of remunera-
tion for PAYE purposes or
taxable income (both exclud-
ing retirement fund lump sums
and severance benefits). The
deduction is further limited to
the lower of R350 000 or
27.5% of taxable income be-
fore the inclusion of a taxable
capital gain. Any contributions
exceeding the limitations are
carried forward to the imme-
diately following year of as-
sessment and are deemed to
be contributed in that follow-
ing year. The amounts carried
forward are reduced by con-
tributions set off against re-
tirement fund lump sums and

retirement annuities.

Medical and disability ex-
penses

In determining tax payable,
individuals are allowed to

deduct:

9 Monthly contributions to
medical schemes (a tax
rebate referred to as a med-
ical scheme fees tax credit)
by the individual who paid
the contributions up to
R319 for each of the first
two persons covered by
those medical schemes, ani
R215 for each additional

dependant; and

9 In the case of an individua
who is 65 years and older,
or if an individual, his or her
spouse, or his or her child is
a person with a disability,
33.3% of the sum of qualify-
ing medical expenses pait
and borne by the individual,
and an amount by which
medical scheme contribu-
tions paid by the individual
exceed three times the
medical scheme fees tax

credits for the tax year; or

fIn the case of any other
individual, 25% of an amount
equal to the sum of the
qualifying medical expenses
paid and borne by the indi-
vidual, and an amount by
which medical scheme con-
tributions paid by the indi-
vidual exceed four times the
medical scheme fees tax
credits for the tax year,
limited to the amount which
exceeds 7.5% of taxable
income (excluding retire-
ment fund lump sums and

severance benefits).

Donations

Deductions in respect of do-
nations to certain public bene-
fit organisations are limited to
10% of taxable income
(excluding retirement fund
lump sums and severance
benefits). The amount of do-
nations exceeding 10% of the

"For many,

retirement is a

taxable income is treated as a time for
donation to qualifying public
benefit organisations in the personal

following t : [
ollowing tax year growth, which

becomes the

Subsistence allowance

Where the recipient is obliged to spend at least one night away from his or her usual place of
residence on business, and the accommodation to which that allowance or advance relates is in

the Republic of South Africa, and the allowance or advance is granted to pay for:
9 Meals and incidental costs, an amount of R452 per day is deemed to have been expended

9 Incidental costs only, an amount of R139 for each day, which falls within the period, is

deemed to have been expended.

Where the accommodation to which that allowance or advance relates is outside the Republic
of South Africa, a specific amount per country is deemed to have been expended. Details of
these amounts are published on the SARS website www.sars.gov.za, under Legal Counsel / Sec-

path to greater
personal
freedom."
Robert

Delamontagne

ondary Legislation / Income Tax Notices.

UIF Contribution ceiling
).}, RSy,

The ceiling for contributions to the Unemployment Insurance Fund (UIF) has not been increa
in the | ast four years, despite the increi

last year has assisted 13.9 million workers. In these circumstances, the continued relief
employees who retain jobs and higher salaries is no longer appropriate.

enefit

R17711.58 per month from 1 March 2021.
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= _ - =—  Fringe benefits

V o, d
o
Employer -owned vehicles Residential accommo-

The taxable value is 3.5% o On assessment, the fringe dation
the determined value (the benefit for the tax year is The value of the fringe ben-
cash cost including VAT) of reduced by the ratio of the efit to be included in gross

h vehicl r month. distance travelled for iness . -
eac ehicle pe (o] distance travelled for bus es,lncome is the lower of the

Where the vehicle is purposes, substantiated by .
, . log book, divided by the actual benefit calculated by apply-
 The subject of a mainte- gistance travelled during the NG @ prescribed formula,

nance plan when the em- year. or the cost to the employ-
ployer acquired the vehicle er if the employer does not

the taxable value is 3,25% o have full ownership of the
the determined value; or  On assessment further relief is 3ccommodation.

9 acquired by the employer available for the cost of Ii-
under an operating lease cense, insurance, maintenanc

the taxable value is the cost and fuel for private travel, if
incurred by the employer the full cost thereof has been

under the operating lease POrne by the employee and if
the distance travelled for pri-

The formula will apply if
the accommodation is
owned by the employee,

plus the cost of fuel vate purposes is substantiate( Ut it does not apply to
R _ 180% of the fringe benefit by a log book. holiday ~accommodation
OTher eds rus be included in the hired by the employer
empl oyeeds r from non-associated insti-
shortage of for the purposes of calculat- Loans tutions.
remarkable Ing PAYE. The difference between
The percentage is reduced to jnterest charged at the
I deas, wlReiftie employeris satisfiec yfficial rate, and the actual
that at least 80% of the use of !
missing is the the motor vehicle for the tax f’:lmtourt;t of Inlte(rjesét charged,
) year will be for business pur- !S 0 be Included In gross
will to execute poses income.
them. ¢
Seth Godin Withholding taxes
In limited circumstances, the applicable withholding tax rate may be reduced in terms of a tax
treaty with the country of residence of a nemesident.
Royalties
A final tax, at a rate of 15%, is imposed on the gross amount of royalties from a South African
source payable to neresidents.
Interest
A final tax, at a rate of 15%, is imposed on interest from a South African source, payable to n
residents. Interest is exempt if payable by any sphere of the South African government, a ban
if the debt is listed on a recognised exchange.
Foreign entertainers and sportspersons
A final tax, at the rate of 15%, is imposed on gross amounts payable teesatents, for activi-
ties exercised by them in South Africa as entertainers or sportspersons.
Disposal of immovable property ) ) )
/ Tax is provisionally withheld on behalf of reesident sellers of immovable property in South
_~" BANK Africa, to be set off against the normal tax liability of the wesidents. The tax to be withheld

< from payments to the noesidents is at a rate of 7.5% for a nogsident individual, 10% for a
' ' ' non-resident company, and 15% for a A@sident trust that is selling the immovable property.
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Income Taxfi Small Business Corporations

Taxable income (R) Rate of tax

1-87 300 0% of taxable income
87 3018365 000 7% of taxable income above 87 300
365 001 550 000 19 439 + 21% of taxable income above 365 000
550 001 and above 58 289 + 28% of the taxable income above
550 000

Turnover tax for Micro Businesses

1-335 000 0% of taxable income

335 001 500 000 1% of taxable income above 335 000

500 00% 750 0000 1 650 + 2% of taxable income above 500 000
750 001 and above 6 650 + 3% of the taxable income above 750 000

Capital gains tax
Capital gains on the disposal of assets are included in taxable income. The maximum effective rate of capital gaids tax is:
viduals and special trusts 18%, companies 22.4% and other trusts 36% .
Events that trigger a disposal include a sale, donation, exchange, loss, death and emigration.
The following are some of the specific exclusions:
9 R2 million gain or loss on the disposal of a primary residence
9 Most personal use assets
I Retirement benefits
9 Payments in respect of original leteym insurance policies
l

Small business exclusion of capital gains of R1.8 million for individuals (at least 55 years of age), when a smalitbusines
a market value not exceeding R10 million is disposed of

==

Annual exclusion of R40 000 capital gain, or capital loss is granted to individuals and special trusts

Instead of the annual exclusion, the exclusion granted to individuals is R300 000 for the year of death.

==
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leaders create a
vision,
articulate the
vision,
passionately
own the vision,
and relentlessly

drive it to

Jack Welch
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b U S JurlerofShis tax is ulimately porate tax rate, which is assets must be brought into

Corporate income tax reforms

Government intends to re- tive for profit shifting to lower Amending the timeframes o:l
duce the number of tax incen- Zax jurisdictions. Tax incen- compliance requirements fo
tives, expenditure deductions tives illustrate a persistent jndustrial policy projects
and assessed loss offsets, wit tradedff in tax policy: the
the aim of lowering the cor- narrower the tax base, the
porate income tax rate over higher the tax rate required to
the medium term. These raise a given level of revenue
changes are expected to en- Tax incentives often under-
hance efficiency, transparenc mine the principles of a good
and fairness in the busines:tax system, which should be
tax system, while facilitating simple, efficient, equitable anc

Industrial policy projects ap-
proved in terms of section 12|
of the Income Tax Act must
comply with specific require-
ments within specified
timeframes. The impact of the
COVIDZ9 pandemic has hin-
dered these projects from

economic growth through ini . . .
- g gn easy to administer. meeting the compliance crite-
improved investment and . . o - ;

. Reducing the extent of tax ria within the required time
competitiveness.

incentives for individuals and periods. Government will,
Although corporate income companies will provide the therefore, consider amending
tax is paid by the business, the fiscal room to lower the cor- the time period within which

borne by three partiesd the
owners of capital, labour

(through wages) and consum
ers (through prices). By impli-
cation, reducing the rate can
have a positive effect on wag

es and employment,
promoting additional invest-

ment.

South Africa has a relatively

high corporate tax rate in
comparison with similar coun-
tries and trading partners.

High tax rates reduce compet-

itiveness and create an incen-

aimed at benefiting all busi-
nesses, employees and concompliance period. This is
-sumers. Tax incentives anc aimed at accommodating ap-
some expenditure deductions proved industrial policy pro-

provide favourable tax treat-

-ment to certain taxpayers or sons for noompliance with
while groups of taxpayers, and inevi- section 121 requirements due

tably result in the creation of
vested interests and
groups.
proposes to either limit or let

lapse those tax incentives thai

erode the equity of the tax
system or do not meet their

intended objectives.

lobby caused by the COVIR9
The 2021 Budget pandemic_

use, along with the section 12|

jects that have bona fide rea-

to businesZelated disruptions

compl etion. o

Individuals, employment and savings

The personal income tax
brackets and rebates will in-
crease by 5 per cent, provid-
ing relief to households by
ensuring that inflation does
not automatically increase the
individual tax burden due to

tax bracket creep.

An inflationary adjustment will
apply to the value of medical
tax credits, which will increase
from R319 to R332 for the
first two members, and from
R215 to R224 for all subse-

guent members.

The minimum value for paid
up retirement annuities has
not been adjusted since
2007/08. This value will in-
crease from R7 000 to R15

000 from 1 March 2021.

Long-service awards

The Income Tax Act permits
an employer to grant a lorzy
service award (in the form of
an asset or a nafrash benefit)

to an employee as a no value old. It allows employers to

fringe benefit provided that

the value of this award does in which they employ qualify-

not exceed R5 000. Current-

ly, employers recognize long remuneration of less than R6
service through awards in a 500, subject to certain limita-

variety of forms that could be
considered noZ:ash benefits.
Therefore, it is proposed that
the current provisions be
reviewed to consider other
awards within the same limit
granted to employees as loAg

service awards.

Employment tax incentive

The employment tax incentive
(ETI) is aimed at reducing the
cost of hiring youth between

the ages of 18 and 29 years

reduce for the first two years

ing employees with a monthly

tions. Some taxpayers have
devised certain schemes using
training institutions to claim
the ETI for students. To coun-
ter this abuse, it is proposed
that the definition of an
oempl oyeed be ¢
Employment Tax Incentive
Act to specify that work
must be performed in terms
of an employment contract
that adheres to record

hang
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Individuals, employment and savings

keeping provisions in ac- Some taxpayers have devise rules by transferring loan$
cordance with the Basic schemes to undermine both which finance highalue assets
Conditions of Employment the abovementioned provi- 8 between trusts, where the
Act. These amendments will sions. These schemes enta founder of one trust is related
take effect from 1 March a service provider (for exam- to one or more beneficiaries
2021. ple, an employee or independ- of the other trust. To curb
ent contractor) ceding the this abuse, it was proposed
Deceased estate assets right to receive or use an that further changes be made
When a person dies, the Es- asset to be received from the to these antzavoidance rules.
tate Duty Act provides for the person to whom the services
assets of the person to be are rendered.
:Lan(sjferred gobtrf]e etshtate Oft‘ The right is generally cede i
€ deceased belore IN€ asset v, 5 family trust for no retirement

are distributed to their heirs.  consideration. In these in- On retirement, a member of a
The Act also provides for the stances, the service provider retirement fund may receive
executors to administer this Will be able to circumvent the an annuity. The annuity is to
estate, which includes pre- gross income provisions as the be provided with the balance
paring and submitting the asset would have been cedec g f the member6s
liquidation and distribution to the trust before a value interest following commuta-
account to the Master of the can be attached to it. tion (where the member is
High Court Office, and sub- allowed to take, or commute,
mitting t_he rglevant tax re- provider will not be liable a lump sum egual to a maxi-
turns & including payment of for donations tax, as it ap- mum of pnﬁhlrd of the re-

the estate dut}é to SARS. pears as though they are tirement interest on retire-

Legally, the liquidation and disposing of a worthless asse ment).
distribution account must and are therefore not liable The retirement fund can

d Acquiring annuities on

In addition, the service

0

retireme

It i1 s d

but not

remain open for inspection in for donations tax until the provide the annuity by paying impossible, to

the Master of the High Court Services have been renderecit directly to the member,

Office for 21 business days. @nd the employer transfers or purchasing it from a South  conduct strictly

the asset to the cessionary.  African registered insurer in
the name of the fund or
purchasing it in the name of
the retiring member. If a
member opts to receive an
annuity, the full value of their

Once the liquidation and
distribution account is final- Moreover, the service provid-
ized, the persona| right of er will not be entitled to the

the heirs to claim delivery asset and therefore cannot be
of the assets is triggered. regarded as having dispose:
At present, there is atiming of it retirement interest following

;Jhncerga!nty around dv(\j/hen In order to address these commutation must be used
e hers are regarded as ings of schemes, change to provide either of the

having acquired an asse . .
were proposed to the abov.
from the estate of the de. prop he & abovementioned annuities.
mentioned tax provisions.

ceased. Therefore, a member is pro-

hibited from using their retire-
ment interest to acquire vari-
ous annuities. To increase
flexibility for a retiring mem-
AntiZavoidance measures were ber and maximize the retire-
introduced in 2016 to curb ment capital available to pro-
. the transfer of growth assets vide for an annuity, it was
disposal date. to trusts using loviinterest proposed to expand  the
or interestdree loans, which amount of retirement inter-
was done to avoid estate €st that may be used to
duty on t h e acquire annuities. bse
an asset quent growth in value. Further
The Income Tax Act speci- changes were made in 2017
fies certain amounts to be and 2020 to counter new
included in attempts to undermine thesg
which is defined in section 1, rules.
and certain disposals_that are g4 e taxpayers may continue
regarded as donations in to undermine the current
terms of section 56.

To clarify the time of disposal
of this personal right, it was Loan transfers between
proposed to change the legis- trusts

lation to regard the date when
the liquidation and distribution
account becomes final as the

Cession of right to receive

honest
busi nes
Mahatma
Gandhi

o7

nt

ff

(@}

C
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Retirement provisions

o0 When

you
leader, your job
is to have all the
guestions. You
have to be
incredibly
comfortable
looking like the
dumbest person
in the room.
Every
conversation you
have about a
decision, a
proposal, or a
piece of market
information has
to be filled with

you saying,
oWhat i
0 Why
OHow

Jack Welch

c ome

Retirement withdrawal A
ceasing tax residency

When an individual ceases tc
be a South African tax resi-
dent, retirement funds are not
always subject to withdrawal

tax.

Goveramendi is considering
the tax treatment of retire-

ment interest when an indi-
vidual ceases to be a Soutt
African tax resident, but re-
tains his/her investment in a
South African retirement
fund, and only withdraws
from the retirement fund

when he/she dies or retires

from employment.

Section 9(2)(i) of the Income
Tax Act deems such amounts
to be from a South African
source, thus remaining within
South African tax jurisdiction
despite the individual no long-
er being a South African tax

resident.

The challenge arises when the
individual ceases to be a Soutl
African tax resident before he/
she retires and becomes a tax
resident of another country.
When that individual with-
draws from the retirement
fund, due to the application
of the tax treaty between
South Africa and the other
country, the retirement fund
interest will be subject to tax
in the other country as the
individual will, in terms of the

f ? dax teeatydbe regarded as a

tax resident in that other

n ot ? Gcourtry) The provisions of the

ax, treaty between South
fflca and the new resident
country will result in South
Africa forfeiting its taxing
rights. To address this anom-
aly, government proposes

changing the legislation a:

follows.

When the individual ceases
to be a South African tax
resident, the retirement fund
interest will form part of the

assets that are subject to re-
tirement withdrawal tax. The
individual will be deemed to

have withdrawn from the fund Employer contributions to
on the day before he/she ceas a retirement fund

es .to be a South African tax From 1 March 2016, all
resident.

employer contributions to a
If the individual ceases to retirement fund on behalf
be a South African tax of employees were consid-
resident but leaves his/her ered taxable fringe benefits
investment in a South Afri- for the emp|0yees_
can retirement fund and only
withdraws from the retire-
ment fund when he/she dies
or retires from employment,
then the retirement with-
drawal tax (including associ-
ated interest) payment will
be deferred until payments are
received from the retirement
fund or as a result of retire-

ment.

If the contribution contains
a defined benefit component,
the fringe benefit is to be
calculated in accordance with
the Seventh Schedule of the
Income Tax Act and the
employer must provide the
employee with a contribu-

tion certificate.

An anomaly arises in in-
stances where a retirement
fund provides both a retire-
ment benefit in relation to
the defined contribution

When the individual eventual-
ly receives payments from
the fund, the tax will be
calculated based on the

prevailing lump sum tables or .componeﬁt and . a  saf
in the form of an annuity. A insured risk benefit.
tax credit will be provided for The current interpretation

the deemed retirement with- of the legislation would re-
drawal tax as calculated wher sylt in the classification of the
the individual ceased to be @ total contribution to the fund
South African tax resident. as a defined benefit compo-
nent because sélhsured risk
benefits are not considered a

Transfers between retire- defined contribution compo-

ment funds by members nent.
who are 55 years or older It is proposed that seff
The Income Tax Act stipu- insured risk benefits be

lates that any transfer by a classified as a defined con-
member of a pension, provi- tribution  component to
dent or retirement annuity ensure that retirement funds
fund (who has opted to retire that provide both defined
early) into a similar fund contribution component
would be considered a taxable retirement benefits and sélf
transfer. The policy in this insured risk benefits can pro-
regard is not intended to vide the fringe benefit value
tax transfers from a less to based on the actual contribu-
a more restrictive fund, or ton.

between similar funds. To

address this anomaly, govern

ment proposes allowing tak

free transfers into more or

similarly restrictive funds by

members who have already

opted to retire.
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Industrial policy projects approved in terms of section 12| of the Income Tax Act must compl s —
with specific requirements within specified timeframes. Due to the impact of the C&dIpan-

demic, some projects were not able to meet the compliance criteria within the prescribed period.
Government will therefore consider amending the time period within which the relevant asset

must be brought into use along with the compliance period. This is aimed at accommodating ap-
proved industrial policy projects that have bona fide reasons for not complying with Article 121

requirements due to business disruptions caused by COVID restrictions.

Withholding tax exemption

The Income Tax Act contains specific provisions dealing with withholding tax on royalties and
interest. According to the rules on withholding tax on interest, no withholding tax applies if the
foreign person submits a declaration that he/she is, according to an agreement for the avoidance
of double taxation (O0DTAG), exempt from the tax. Currjently,

royalties. It was proposed that the tax legislation be amended to address this anomaly.

VAT proposals

Super fine maize meal OFailur kB |is

Schedule 2 part B of the VAT exports. It is proposed that the VAT _ v th
i i . . A k

Act prpwdes fOI’.a|I.St of zerd It is proposed that regulations ct .b.e amended to make simply the
rated items, which include the E - provision for the VAT treat- .
followi d ¢ .~ providing for a domestic re- . opportunity to
rge(;\ll\'m;%pe?riw;ie ?neaﬁnagéZverse charge mechanism fol Ment of micradnsurance.
cial maize meal. sifted maizelndustry, under seF:tlon 74(2) Temporar.y letting of resi- begin again,
meal or unsifted maize meal. ©f the VAT Act, be issued. dential property
The grading of maize products It is also proposed that the Property developers are enti-  this time more
is regulated by Agricultural mechanism be included in the tled to deduct input tax on . .
Products Standards Act VAT Act to deal with such the VAT costs incurred to intelliglentl
(1990), which allows for 18 malpractice. Under the mech- build residential property for
grades of maize products, anism, a vendor that acquires sale. However, where the Henry Ford
including those mentioned gold from another vendor developer is unable to sell the
above to be zero rated. would declare and pay to residential property and tem-
In 2016, another grade of SARS the VAT charged on the porarily leases it out until a

acquisition. buyer is found, the developer
is required to make an output
tax adjustment based on the

maize meal, super fine maize'
meal, was added to the list Insurance

regulated by the Agricultural The New Insurance Act open market value of the
Products Standards Act. (2017) categorizes insurance Property when the property is
To align the VAT Act with the policies into life and nddife let for the first time.
Agricultura_l _Products Stand- policies, and makes provisior An announcement was made
ards Act, it is proposed that for microznsurance. in the 2010 Budget Review to
schedule 2 part B of the VAT The VAT Act currently ad- investigate and determine an

Act be amended to include -
. ; . equitable value and rate of
super fine maize meal in the dresses the VAT treatment of €Q

. ; both |ife (r &fclawback for developers ag o n g
list of grades of mal.ze meal erm i nsur anc ethe current treatment is dist h e
that qualify for zerorating. AT 'Act) and nomife Proportionate to the exempt

Gold (referred to ctemporary rental income
. the VAT Act) policies. How- However, no subsequent
Tgethzczzo EUdget sznewl MO ever, it does not make provi- changes were made to the
ed that schemes and malprac-gi,,  for micragnsurer con- VAT Act. It is proposed that

tice to claim undue VAT re- ; ; the VAT Act be amended to
funds have been detected indUCtIng a  micrdnsurance

the value chain relating to gold PUSIness. resolve this matter.
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| Carbon tax

Clarifying renewable ener- Fugitive emissions activi- tration. Government has clari-
ay premium beneficiaries ties fied that for combustion activ-
ities where carbon capture

and storage technologies are
used, the net greenhouse
emissions should be reported

In the first phase of the car- The Carbon Tax Act defines
bon tax until 31 December the tax base in terms of sec-
2022, renewable electricity tion 4(1), where companies
purchases can l_)e (_)_ffset again: use compar_&pecmc emission " Department of Envi-
the carbon tax liability of elec- methodologies to calculate ronment, Forestry and Fisher-
tricity generators that are their greenhouse gas emis-. '
| liable for the carbon tax. sions, and section 4(2), where '
countryzpecific emission fac- To address possible double
tors or default emissions fac- benefits for the same seques-
X ~~ > tors prescribed by the Inter- tered emissions, it is proposed
unclear about who is eligible governmental Panel on Cli- that the definition of green-
for t.he renewablg energy mate Change (IPCC) in its house gas emissions seques-
premium tax deduction. 2006 guidelines can be used tc tration be amended to re-
To address this concern, it is calculate emissions. move  carbon lcaPtulre and
proposed that changes be . storage in geological reser-
made to section 6(2)(c) of the 12 poror 2 9eS Were Made i yoirs “from the scope of the
Carbon Tgx Act to clarify that place section 4(2)(b)(ii), which deduction.
only entities that conduct
0L eader s h ileptriciy generadion activities

Concerns have been raisec
L that the Carbon Tax Act is

provides the formula and ap-

" h plicable emission factors to be
and purchase additional prima: used to calculate fugitive emis. In November 2020, the De-

potent ry renewable energy directly oo T ovared emissior PATtMENt  of - Environment,
under the Renewable Energy activities, IPCC Code 1B1 for Forestry and Fisheries pub-

combination of Independent Power Procure- ¢4 fels including coal min. 1Shed a methodological guide-
ment Programme or from ing and handlinggand IPCC line for quantifying greenhouse
strategy and private independent power ~c 1182 for oil and natural 925 €missions sequestration in

. producers with a power pur- gas in the 2006 guidelines the forestry industry. Due to

character. But if chase agreement are eligible [y U o o " IpCC activity Code CONCEMs about the perma-
to claim the tax deduction for ! .. nence of sequestered emis-

you must be their renewable energy pur- 1B3 for other emissions from sions in harvegted wood prod-

energy production was unin-
tentionally excluded from

section 4(2).

ucts and the robustness of the
available emissions calculation

chases. The amendment wil

without one, be take effect from 1 January

i 2021. methodologies, it is proposed
without the To ensure alignment between that only actual forestry plan-
strategy. 0 the greenhouse gas emission tation sequestered emissions
Amount of renewable en- covered under sections 4(1) should be eligible for the de-

Norman ergy premium deduction and 4(2) of the Carbon Tax duction under the Carbon Tax

) Act, it is proposed that an Act.

Schwarzkopf Itis also proposed that chang- aqditional category be includ-
es be made in the Carbon Tax ¢4 ynder the Carbon Tax Act

Act to include a formula for 5 cover the IPCC code 1B3

calculating the amount of the activities for other emissions .

renewable energy premium, from energy production The Department of Environ-

which will be deducted as ment, Forestry and Fisheries
follows: has gazetted the extension of
the voluntary carbon budget

Carbon budget allowance

D=Qpxr Carbon capturg and se- system, which became effec-
Where questration tive from 1 January 2021 and
The Carbon Tax Act allows ends on 22 December 2022,
D = Renewable energy taxpayers to deduct seques- and the piloting of new meth-
deduction tered emissions as verified anc odologies for determining

_ ) certified by the Department of compangevel carbon budg-
1 Qp = quantity of renewable gpyironment, Forestry and efs,

energy purchased (kilowatt righeries from their fuel com-
hour) bustiorZelated greenhouse
gas emissions for a tax period
This covers carbon capture
and storage in geological res
ervoirs and biological seques:

Section 12(1) of the Carbon
Tax Act permits a taxpayer to
claim a carbon budget allow-
ance of 5 per cent if they par-
ticipate in the carbon budget
system during or before the

I R = rate (rand) for technol-
ogy, as per the renewable
energy notice gazetted in

June 2020.
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Carbon tax

factors for waste tyres for pos-
sible inclusion in the 2022 Budg

et Review

tax period.

To address any ambiguity due
to the new voluntary carbon
budget system, it is proposed
that reference
tax periodé b Schedule2amendments

the specific timeframe for the |n September 2020, the Depart-
carbon budget (that is, 1 Janu ment of Environment, Forestry
ary 2021 to 31 December and Fisheries gazetted the
2022), as determined by the amended National Greenhouse

department.

Waste tyre emissions

The Carbon Tax Act covers
greenhouse gas emission
from waste incineration emis-
sions and the relevant emis-
sion factors for different types
of waste fuels are set out in
schedule 1 of the Act. There
seem to be uncertainty
whether emissions due to the
use of waste tyres are subject
to the carbon tax as Schedule
1 does not include a waste
tyre fuel type and the relevant

emission factors.

The schedule is aligned with
the technical guidelines of the
Department of Environment,
Forestry and Fisheries, whict
do not include emission fac-
tors for waste tyres. The De-
partment of Environment,
Forestry and Fisheries will
develop appropriate emission

Gas Emission Reporting Regule
tions, including new activities
required to report emissions
and changes to emissions re
porting thresholds. To ensure
alignment between the activities
covered under the Carbon Tax
Act and the amended regula-
tions, the following changes are
proposed in schedule 2 of the
Carbon Tax Act. These amend-
ments will take effect from 1

January 2021

1A2m brick manufacturing:
threshold change from 4 million
to 1 million bricks/month Emis-

sions now reportable:

9 2A4a ceramics, 2A4b sode

ash, and 2A4d other
(producti on c
tonnes/month)

9 2B10 chemicals industry oth-
er (producti ol

tonnes/month)

§ 2C7 metal industry othe
(production

tonnes/month)

9 2G1B electrical equipmet
(production
kilograms/year)

1A2n manufacture of ceramic
products by firing, in particular
roofing tiles, tiles, stoneware
or porcelain (production ca-

pacity O 5 tonnes/day)

 3A2 manure management
(threshold: 40 000 places

for poultry)

9 3C1a biomass burning in

forest lands, 3C4 direct OWhenev
nitrous oxide emissions
from managed soils, and you see a
3C5 indirect nitrous oxide
emissions from managed successful
soils (owning rCck
tares of plantation) business,

91 3D1 harvest wood products someone once
(harvest wood products
produced from timber har- made a
vested from forest owner
registered for reporting
[see threshold defined in courageous
3Bla and 3B1b]) deci si o

21

5B other (none

1 ( ) Peter F.

Drucker

Criminal prosecution for negligence

The IAC National CPD Zoom
Session on the 20tlrebruary

limited to:

2020 addressed some of the 1 Failure to register details 1

administrative tax legislation
which tax practitioners should

take note of. Some negligent

errors or omissions on tax
returns submitted may now
lead to criminal prosecution
with a fine or imprisonment of
up to two years without re-

quiring SARS to prove intent.
Some very common

omi stakesd may
prosecution, including but not

with  SARS or to notify
them of any changes to

details.

|l

Failure to appoint a repre-
sentative taxpayer or to
notify SARS of such ap-
pointment or a change in

representative taxpayer.

|l

Failure to submit a return
whemrgquinedbto dp 80r m:

9 Failure to retain all relevant

9 Failure to disclose any
material information to
SARS or failure to pro-
vide SARS with any
notification as required

under any Tax Act.

i Failure to pay an
amount on another
taxpayeros
settlement of tax debt
when notified by SARS.

substantiating records.

Failure to provide any in-
formation as and when
requested by SARS to do

SO.

Failure to appear and com-
ply when requested by
SARS to attend a meeting
or a hearing in order to

give evidence.

Failure to comply with a
directive or instruction

from SARS.

A1

(@

behal
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Customs and Excise Duty Proposals

Scrap metal defyrouping depots for ex- ers, it is proposed that these
port. It is proposed that sec- minimum thresholds be in-
tion 6(1)(hC) be amended to creased.

regulate the consolidation of

In 2020, export tax on scrap
metals was introduced in the

Customsf and EXCISe_ Act. It air cargo for export at d& Customs uniform
was envisaged that this export . . .
tax would take effect from 1 9rouping depots. According to Section 79(1)(e)

of the Customs and Excise
Act, anyone who pretends to
SARS is amending the curren be an officer is guilty of an
accreditation system to more offence and liable on convic-
closely reflect the require- tion to a fine or imprison-

ments of the SAFE Framework ment. The Act does not spe-
of Standards issued by the cifically deal with the unlawful
World Customs Organisation. use or possession of a cus-
In light of these developments, toms uniform as an offence. It
and taxpayers eit is proposed that the Cusy, is proposed that section 79 be
ready and because the price toms and Excise Act be amended to include this as an

preference system has beer amended accordingly. offence.
extended to 31 July 2021 or Minimum thresholds for
the date on which the export  payment of refunds and . .
tax is fully implemented at a underpayments of duties These public consultations

rate that is higher than 0 per were postponed as a result of
cent, whichever date comes Section 76(5) of the Customs the COVIDZ9 pandemic and

and Excise Act makes provi- resultant lockdown re-

March 2021. The export tax  Accreditation system
on scrap metals was aimed a
replacing the current price
preference system, which was
introduced in 2013. It is pro-
posed that the effective date
of the export tax on scrap
metals be postponed to 1
August 2021 to allow SARS

Diesel refunds

ol f you HSE) not sion for the minimum thresh- strictions. To maintain the
Consolidated air cargo olds for the payment of re- momentum of the review
drive your Section 6(1)(hC) of the Cus- funds by SARS, which are 5( process, SARS revised the

) toms and Excise Act authoriz- C€NtS for goods imported by draft legislation to incorporate
business, you es the Commissioner to make post, R5 for goods imported relevant comments and tech-
) ] rules prescribing the places and R2 in the case of excisabli nical inputs received from
will be driven where defyrouping depots 900ds. various stakeholders. The

second draft was published on
9 February 2021 for public
comment and will, where
necessary, be informed by
virtual industryspecific con-
B. C. Forbes The provisions, however, do taxpayers. sultations during the year.

not currently contemplate the To ease the administrative

consolidation of air cargo at purden on SARS and taxpay

may be established, to which |n turn, section 47(1) provides
air cargo may be removed for the same minimum thresh-
from_a transit shed before due olds in respect of underpay-

entry for certain activities. ments of customs duties by

out of

busi ness

Tax administration proposals

Tax Zleductible donations and to enhanc odfora dividend in kind ends
to prepopul at e i three years from the date of
returns, it is proposed that payment of the tax. It is pro-
the information required in posed that the period within
the receipts be extended and which a taxpayer may claim a
thirdZ party reporting be ex- dividends tax refund for i
tended in future to cover the kind dividends also be deter-
receipts issued. mined with reference to the
date of payment of the divi-

dend.
Period allowed to replace
sold livestock

Currently, the information
required with regards to re-
ceipts issued for tax
deductible donations is limited
and entities issuing the re-
ceipts are not required to
provide thirdparty data on
the donations to SARS on a Dijvidends tax refunds

systematic basis. SARS will only pay a valic
SARS has detected that re-refund of dividends tax if the
ceipts are being issued byclaim is submitted within three
entities that are not approved years from the date of pay- Farmers are allowed to de-
to do so. To ensure that only ment of a cash dividend. How- duct the cost of livestock
valid donations are claimed ever, the corresponding peri- purchased, within a fixed peri-




