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SA economic growth to recover modestly in 2015 Yionmestee oot fnonce

ASA is experiencing a very difficult
Real GDP growth and outlook

with GDP growth projected by NT
at 2% for 2015, rising gradually in
subsequent years.

ADomestic demand to remain
subdued, with moderate rates of

6 ; economic environment.

i rorecest A Growth is not only extremely weak
L T (a mere 1.5% in 2014), but has
. R o been on a declining trend.

i A A modest recovery is anticipated,

% Change (y-0-y)

. | growth projected for consumer
P o spending and investment.
i A Government consumption
-2 1
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Spendlng forecaSt to_expand’ on
Source: Stats SA, NT forecast average, by Only 1% In real terms ‘
over MTEF.

: \
A Exports still expected to take some

strain in 2015, rising thereatfter.
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The budget balance

mm Budget balance ===Primary balance

% of GDP

-6 | Primary balance measures the

difference between revenue and
non-interest expenditure.

Source: IDC, compiled from Budget Reviews

AWeak economic growth has
resulted in a large imbalance
between government revenue and
expenditure - tax revenue in the
current fiscal year is estimated to
be some R14.7 bn lower than
budgeted in 2014.

A Budget deficit ratio has been fairly
stable around 4% of GDP over the
past 5 years.

AGovernment is committed to
keeping spending under control -
budgeted to grow by just 2.3% in
real terms (7.9% p.a. in nominal
terms) over next 3 years.

ARevenue projected to expand by
nominal 9.7% p.a. over MTEF.

ABudget deficit now expected to ‘
decline from 3.9% of GDP in
2014/15 to 2.5% by 2017/18. |
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SA budget balance within the global context Your partner in development finance

A Although S A dbsidget deficit ratio is expected to improve, it does not compare
favourably with the average for emerging/developing economies.

The budget balance in 2014 and 2017
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Total government debt e A Government debt has glmost

estimate 100 doubled from R990 bn in FY
2011 to an estimated R1 800 bn
2000 || ==Total debtas % of GDP (Rhs) |-l B s0 for FY 2015.

ACurbs in expenditure are being
: proposed to stabilise debt at
manageable levels and ensure
fiscal sustainability.

2500

Foreign debt (Lhs)
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A Despite government initiatives to

control spending and raise

= T 111 - 20 revenue to reduce the fiscal

deficit, debt levels will rise by a

0 , Lo further R550 billion to a projected
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Fiscal year ending 31 March
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Source: IDC, compiled from SARB, Budget Review data

A Total debt-to-GDP ratio forecast
to increase to 47.6% in FY 2018,

from 46.2% in FY 2015. ‘
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ASA government debt as a % of GDP is expected to rise over the outlook period.

AThis contrasts to an anticipated moderation in the wo r | rdoétsadvanced
economies and a stable trend for developing economies.

12 Gross government debt

Forecast
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Source: IDC, compiled from IMF data, National Treasury data for SA forecast
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AMargma.'I rate of tax for |nd|v!dgals with Change in tax collections in 2014/15 vs 2014 Budget
annual income > R181 900 will increase
by 1%’ income tax braCketS and Total tax revenue Overall tax shortfall = R14.7 bn
rebates raised by 4.2% due to fiscal | |
drag. Personal income tax _
A Tax rate for Trusts to increase from 40% Other taxes O
to 41% (effective March 2015). -
Electricity levy
AMore generous turnover regime for ,
small businesses. VAT I
AFuel levy rockets 30.5c/l and Road ’
Cu duti _
Accident Fund levy by 50c/I. P e ,
A Electricity levy increases from 3.5¢c/kWh | Company taxes _
to 5.5¢c/kWh. 0 45 40 5 0o 5 10 15 2
A Energy-efficiency savings tax incentive Rand Bilions

rises from 45c/kWh to 95c/kWh. ‘

A Further refinement on 31 party backed
shares to be introduced.

A Several anomalies in legislation to be ‘
reviewed.
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Rebates:

A Primary: R13 257 (2014: R12 726 )

A Secondary: R7 407 (2014: R7 110)

A Tertiary rebate: R2 466 (2014: R2 367 )

Tax-free threshold:

A Age < 65: R73 650 (2014: R70 700)

A Age 65 and over: R114 800 (2014: R110 200 )
A Age 75 and over: R128 500 (2014: R123 350)

Tax-free interest-income annual threshold:
AAge < 65: R23 800 (2014: R23 800)
A Age 65 and over: R34 500 (2014: R34 500) \
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Progressive income tax on individuals st e
Taxable income 2014/15 rates Proposed Tax reduction % change % change
(Rand) (Rand) rates (Rand) (current year) (prior year)
(Rand)

85 000 2574 2043 -531 -20.6% -20.1%

90 000 3474 2943 -531 -15.3% -15.7%

100 000 5274 4743 -531 -10.1% -10.9%

120 000 8 874 8 343 -531 -6.0% -6.8%

150 000 14 274 13 743 -531 -3.7% -4.3%

200 000 25 056 24 191 -865 -3.5% -4.8%

250 000 37 556 37 191 -365 -1.0% -3.3%

300 000 51421 50 986 -435 -0.8% -3.7%

400 000 82 549 82 326 -223 -0.3% -3.4%

500 000 117 549 118 326 778 0.7% -2.4%

750 000 213 247 215 297 2050 1.0% -2.0%

1 000 000 313 247 317 797 4550 1.5% -1.4%

Source: Budget Review 2015
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Medical tax credits:

AMonthly medical tax credits for medical
scheme contributions will increase to R270
(2014: R257) for first 2 beneficiaries and
R181 (2014: R172) for each additional one
(effective 1 March 2015).

A Medical tax credits to be taken into account
for both PAYE and provisional tax for
employees over 65.

Bus rapid transit payments:

ATax treatment of payment (compensation for
loss of income) to affected taxi operators will
be reviewed.
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Employee share schemes:

A Taxation of directors and employees on
vesting of equity instruments will be
reviewed in light of the anomalies that
exist in the application of section 8C of
the Income Tax Act (ITA) in relation to the
attribution of capital gains, income tax
exemption of dividends and the provision
related to the return of capital.

Retirement

A Non-residents who have worked in SA for
a fixed term of employment and
contributed to a Retirement Annuity (RA)
will be allowed to withdraw their RA once ‘
they return to their home countries.
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AThe taxation of contributions and the
rules on compulsory annuitisation for
pension funds, provident funds and
retirement annuity funds will change
from 1 March 2016.

ADeductible contributions will be limited
to 27.5% of the greater of taxable
Income or remuneration per yeatr.

AFrom 1 March 2015 a retirement fund
member will be able to defer the
drawings of their retirement income until
after their retirement date (if the
retirement fund allows it). A maximum
age at which withdrawals must be taken
will be introduced.
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Estate duty:

A Section 25 of the ITA provides that no income
or disposal is triggered in the decease
hands upon death, but that income may be
recognised in the hands of the deceased
estate, heir or legatee.

AParagraph 40 of schedule 8, however,
recognises capital gains and losses upon
death. To address the anomalies created
when the two regimes interact, the provisions
will be examined and amendments maybe
proposed.

ATo eliminate the possibility for estate duty
avoidance, government proposes that an
amount equal to the nondeductible
contributions to retirement funds be included
in the dutiable estate when a retirement fund
member passes away.
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Corporate re-organisation rules:

ARelief to be provided to township developers
to transfer their township development
allowance in terms of the section 45 of the
ITA.

A Asset for share transaction: current anti-
avoidance measure in section 42(5) of the ITA
will be clarified.

A Cross-border intra-group transactions:
proposed that this sub-paragraph be
amended to clarify that the provisions of this
section refer to the same group of companies
as defined in section 1 of the ITA.

Section 9C 1 shares held for 3 years \

AThe fir et ofrcna pi tral meaning of \
ndi s pvalldareviewed.
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Third-party backed shares:

Aln 2014, changes were made in the ITA
regarding the refinancing of 3'-party-backed
shares for qualifying transactions and limited
pledges. Further refinements are needed to
clarify the requirements or meaning of
N gual purpgseatogfurtherthe pr ovi s i
objectives.

REITS (Real Estate Investment Trusts):

A Unlisted property-owning companies do not
qualify for the same special tax dispensation
as listed real estate investment trusts.
Government proposes that unlisted property-
owning companies should qualify for the
same tax treatment if they become regulated.
A regulatory framework for unlisted property-
owning companies will be developed. ‘
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Industrial policy projects:
A Section 121 incentive will be extended to 31 December 2017.

Depreciation allowance for hydropower generation

AThe restriction of 30 megawatt for electricity generation will be §
reconsidered if the environmental concerns are addressed. '

Hedge funds:

AHedge funds to be declared fic ol | &vestmentes c h e me s 0 '
subjecting them to similar rules in terms of the Collective
Investment Schemes Control Act (2002).

A Tax amendments will be considered to minimise any inadvertent
tax consequences that may arise from the restructuring.

Securities lending arrangements:

A Current tax treatment of s e ¢ u r lendingeagaigements will be
reviewed.

A Tax treatment of the transfer in beneficial ownership of collateral
will be reviewed to account for corporate actions during the term \
of such arrangements. \

Towards rapid, sustainable and inclusive development



National Budget 2015:
Corporate tax

2DIDC

Industrial Development Corporation

Your partner in development finance

Urban development zone incentive (UDZ):

A Consideration will be given to allow
municipalities to demarcate 2 or more UDZs
per municipality with an overall limit of the
area of the UDZs.

Research and development:

AThe backlog in approvals of applications by
the adjudication committee will be addressed
to ensure that businesses who have to wait
months are not disadvantaged.

AThe issue of third-party funding for R&D
activities will be considered.

Government grants:

ATax treatment of government grants to be
reviewed.
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Right of use of transmitting electronic
communications outside SA territorial
waters:

AReview of the deduction for premiums, or
consideration paid for the A r i of uts eod
transmission lines or cables used to transmit
electronic communications outside SA
territorial waters, where the term of the right
of use is 20 years or more.

Film incentive:

AGovernment will refine film incentives in
section 120 of the ITA to remove anomalies \
arising as a result of the interaction of its
provisions with other provisions in the Act. \

AExcise duty on digital cinema projector ‘
costing > R250 000 will be abolished to ‘
promote commercial usage.
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Section 12C manufacturing asset allowance:

ADue to changes in the business models of
some manufacturing activities, government
will review the conditions of the granting of
this allowance.

Special Economic Zones (SEZs):

A The risk that profits may be artificially shifted
from fully taxable connected persons to the
qualifying SEZ company will be mitigated.
Government proposes that a company be
disqualified from the tax benefit if more than
20% of its expenditure or gross income arises
from transactions with connected persons.

Turnover tax regime for micro businesses:

A Government proposes to adjust the rates and
thresholds to make the turnover tax more \
attractive. |
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