NATIONAL BUDGET 2013 / 2014
On 27 February 2013, the Finance Minister, Mr Pravin Gordhan, delivered the Fourth National Budget Speech
of President Zuma’s administration and the National Budget proposals for South Africa in the next fiscal year.
Mr Gordhan expects global economic uncertainty to remain with us for some time but South Africa’s economic
outlook is improving. We must actively pursue a different trajectory if we are to address future challenges.
Gordhan says, “The challenge for us, honourable members, is that people are asking if we can sustain our
“miracle”. They are asking whether we as a nation have the ability, the will and the wisdom to take another
leap forward in reconstructing and developing South Africa. They are asking whether South Africans can still
show the world how to overcome intractable problems that face the community of nations. In these trying
times, South Africans too ask the question, can we be a winning nation? Of course we can!”
Against this backdrop, the minister announced the tax proposals for the next year and the proposals being
considered in future years.
Here is a summary of the main tax proposals in the budget review.

YOUR PERSONAL INCOME TAX
Personal tax tables
The personal income tax tables have been partially adjusted to consider fiscal drag.
 The maximum rate of 40% is now reached at a taxable income of R 638 601
 Direct personal income tax relief to individuals amounting to R7 billion is proposed.
In 2013/14 a quarter of individual taxpayers with an income of R150 000 to R250 000 will account for 13.2% of
personal income tax revenues and 8.4% of individual taxpayers. Taxable income above R500 000 will account
for 54.4% of personal income tax revenues.
If you currently earn a single source of taxable employment income below R120 000 a year, you did not have
to submit tax returns. This threshold has increased to R250 000.

Old personal tax tables for individuals for the 2012 / 2013 tax year
TAXABLE INCOME
R0 – R160 000
R160 001 – R250 000
R250 001 – R346 000
R346 001 – R484 000

RATES OF TAX
18% of each R1
R28 800 + 25% of the amount above R160 000
R51 300 + 30% of the amount above R250 000
R80 100 + 35% of the amount above R346 000

R484 001 – R617 000
R617 001 and above

R128 400 + 38% of the amount above R484 000
R178 940+ 40% of the amount above R617 000

New personal tax tables for individuals for the 2013 / 2014 tax year
Taxable income
0 – R165 600
R165 601 – R258 750
R258 751 – R358 110
R358 111 – R500 940
R500 941 – R638 600
R638 601 and above

Rates of tax
18% of each R1
R29 808 + 25% of the amount above R165 600
R53 096 + 30% of the amount above R258 750
R82 904 + 35% of the amount above R358 110
R132 894 + 38% of the amount above R500 940
R185 205 + 40% of the amount above R 638 600

Comparing proposed tax rebates
This table compares the proposed tax rebates for individuals for the 2012/13 and 2013/14 tax years.
Tax rebates

Primary rebate
Secondary rebate (for taxpayers 65 years and older)
Tertiary rebate (for taxpayers 75 years and older)

2012/13 Tax
year
R11 440
R6 390
R2130

2013/14 Tax
year
R12 080
R6 750
R2 250

Tax thresholds
This table compares the tax threshold for individuals who do not have to pay personal income tax for the
2012/13 and 2013/14 tax years.
Tax thresholds
2012/13 Tax
year
R63 556
R99 056
R110 889

Below age 65
Age 65 and over
Age 75 and over

2013/14 Tax
year
R67 111
R104 611
R117 111

Tax savings
The following tables show how tax savings will adjust under the new proposed budget changes.
Tax savings for individuals younger than 65
Taxable income
R500 000
R750 000
R1000 000

Tax payable
2012/2013
R123 040
R220 700
R320 700

Tax payable
2013 / 2014
R120 486
R217 685
R317 685

Tax reduction
-R2 555
-R3 015
-R3 015

Tax reduction (%)
-2.1%
-1.4%
-0.9%

Tax savings for individuals 65 years and older
Taxable
income
R500 000
R750 000
R1000 000

Tax payable
2012/13
R116 650
R214 310
R314 310

Tax payable
2013/14
R 113 736
R 210 935
R 310 935

Tax reduction

Tax reduction (%)

-R2 925
-R3 375
-R3 375

-2.5%
-1.6%
-1.1%

Tax reduction

Tax reduction (%)

-R3 035
-R3 495
-R3 495

-2.6%
-1.6%
-1.1%

Tax savings for individuals 75 years and older
Taxable
income
R500 000
R750 000
R1000 000

Tax payable
2012/13
R114 520
R212 180
R312 180

Tax payable
2013/14
R111 486
R208 685
R308 685

Capital Gains Tax (CGT)
There is no change to Capital Gains Tax (CGT) rates and exclusions.




Inclusion rate for individuals – 33.3% (maximum effective rate 13.3%)
Inclusion rate for companies – 66.6% (effective rate 18.6%)
Inclusion rate for trusts – 66.6% (effective rate 26.6%)

CGT exclusions
Annual exclusion for
individuals and special trusts
Exclusion on death
Primary residence
Maximum market value of
small business assets for over
55s and exclusion amount
when small business disposed
of

2012/13 tax year

2013/14 tax year

R30 000
R300 000
R2 million
R10 million
R1,8 million

R30 000
R300 000
R2 million
R10 million
R1.8 Million

Interest exemption
In October 2012 National Treasury released a discussion paper suggesting that the current tax-free interest
incentive be replaced with broader tax-incentivised savings vehicles.
Two types of accounts were proposed:
1. Interest bearing accounts which may invest in bank deposits, retail saving bonds or interest-bearing
Collective Investment Schemes (CISs), such as money-market funds.
2. Equity accounts, which may invest in CISs that hold JSE listed equities. CISs which directly own
property may also be permitted.
All returns and any withdrawals from these accounts will be exempt from tax. The account will have an initial
annual contribution limit of R30 000 and a lifetime limit of R500 000. This will be regularly increased in line with
inflation.
The full lifetime allowance can be invested:
 in one year for people of over 60
 over two years for people of age 50 to 59
 in four years for people of over 45 to 49
 all others at R30 000 per year.

The new accounts will be introduced by April 2015. In the meantime, the tax free interest-income annual
thresholds will be increased as follows with effect from 1 March 2013. The thresholds will not be adjusted for
inflation in future years.
Interest exemption for individuals
Under age 65
Age 65 and over

2012/13
R22 800
R33 000

2013/2014
R23 800
R34 500

Foreign dividends received by individuals from foreign companies (shareholding of less than 10% in the
foreign company) will be taxable at a maximum effective rate of 15%.
No changes are proposed to the Estate Duty, Donations Tax and Transfer Duty rates

MEDICAL DEDUCTIONS CONVERTED TO MEDICAL TAX CREDITS
National Treasury (NT) believes that medical scheme fees’ tax credits are a more fair form of relief than
medical deductions because the relative value of the relief does not increase with higher income levels.
In the 2012/13 tax years the tax deduction for medical scheme contributions for taxpayers under age 65 was
converted to a medical scheme fees tax credit resembling a rebate.
2013/14 changes for taxpayers under age 65 (no disability)
Monthly medical tax credits for taxpayers under age 65
2012/13
Member
R230
First beneficiary
R230
Additional beneficiaries
R154
Family of four
R768
Family of four annual credit
R768 x 12 = R9 216

2013/2014
R242
R242
R162
R808
R808 x 12 = R9 696

Medical scheme contributions of more than four times the total allowable tax credits plus out-of-pocket medical
expenses exceeding 7.5% of taxable income can be claimed as a deduction against taxable income.
Taxpayers with disabilities under 65
Taxpayers with disabilities or with disabled dependants can currently claim all medical scheme contributions
and out of- pocket medical expenses as a deduction against their taxable income excepting for an amount
equal to four times the total allowable tax credits.
Taxpayers 65 years and older
During the 2013/14 tax year, taxpayers 65 years and older, and those with disabilities or with disabled
dependants, can claim all medical scheme contributions and out-of-pocket medical expenses as a deduction
against their taxable income.
New tax laws effective 1 March 2014
The Taxation Laws Amendment Act of 2012 introduced legislation which will be implemented in 2014. All
deductions for medical scheme expenditure will be converted into tax credits.
Contributions to medical schemes
All taxpayers will qualify for the same medical schemes fees tax credit for contributions to medical schemes.

Additional medical expenditure
Taxpayers younger than 65 years can convert their additional medical expenditure into tax credits at a rate of
25%. Only medical scheme contributions of more than four times the total allowable tax credits plus out-ofpocket medical expenses which exceed 7.5% of taxable income can be claimed.
Taxpayers that are 65 years and older and those with disabilities or disabled dependants will be able to
convert all medical scheme contributions in excess of three times the total allowable tax credits plus out-ofpocket medical expenses into a tax credit of 33.3%.
National Health Insurance
National Health Insurance will be phased in over 14 years. This will need more funding and a discussion paper
presenting funding options will be released during 2013.

THE TAXATION OF TRUSTS
Reforming the taxation of trusts
Over many years, legislation has changed to protect the tax base against tax avoidance from the use of
discretionary trusts.
Further measures are proposed during 2013/2014. The focus this year is on tax leakage from the conduit
principle which applies to the taxation of trusts and their beneficiaries. Concerns have been raised about local
and offshore trusts.
According to National Treasury the use of trusts to avoid estate duties will also be reviewed.
The proposals will not apply to trusts that address the needs of minor children and people with disabilities.
These are known as ‘special trusts’ under the Income Tax Act.
The proposals are as follows:





Discretionary trusts should no longer act as flow-through vehicles. Taxable income and loss (including
capital gains and losses) should be fully calculated at trust level with distributions acting as deductible
payments to the extent of current taxable income. Beneficiaries will be eligible to receive tax-free
distributions, except where they give rise to deductible payments (which will be included as ordinary
revenue).
Trading trusts will be taxable at the entity level, with distributions acting as deductible payments to the
extent of current taxable income. Trusts will be viewed as trading trusts if they trade or if beneficial
ownership interests in these trusts are freely transferable.
Distributions from offshore foundations will be treated as ordinary revenue. This amendment targets
schemes designed to shield income from global taxation.

We need to wait for the draft legislation to understand the full impact of this on financial planning.

RETIREMENT FUND REFORM PROPOSALS
Retirement Fund Contributions
There are no changes to the retirement fund contribution deductions in the 2013/14 tax year.
Proposals for 2015
However, together with the Budget NT released a further discussion paper in which it confirmed that :-

Tax deductions
 In 2015, employer contributions to retirement funds will become a fringe benefit in the hands of
employees for tax purposes.
 Tax treatment of contributions to pension, retirement annuity and provident funds will be harmonised,
allowing provident fund members to receive a tax deduction on their own contributions
 Individuals will be able to receive a tax deduction on employer and employee contributions to a fund,
provident fund or retirement annuity fund up to 27.5% of the greater of remuneration and taxable
income. (The 22.5% for younger taxpayers has fallen away.)
 A ceiling of R350 000 will apply.
 Contributions in excess of the annual caps may be rolled over to future years. At retirement, where
any non-deductible contributions remain, they will be set off against any lump sum or annuity income
before tax is calculated to avoid double taxation.
Vested benefits
 All vested benefits will be protected.
Preservation
 Retirement funds will have to transfer members’ balances into a preservation fund when they change
employer.
 Existing rules for these funds will be relaxed to allow one withdrawal per year. The amount of each
withdrawal will be limited. Unused withdrawals may be carried forward.

The transfer of pension wealth resulting from divorce settlements will also be paid into preservation
funds rather than being paid in cash.
Provident funds
 Balances in provident funds at the date of implementation, and subsequent growth won’t need to be
annuitised.
 Subject to public consultations, future contributions made to provident funds after an agreed date will
be subject to the same annuitisation requirements applicable to retirement annuities and pension
funds. This requirement will not apply to provident fund members older than 55 years at the date of
implementation.
 New employees can still join and contribute to existing provident funds, and new funds can be created
subject to the same tax and annuitisation rules.
 Specific provisions will need to be made for defined-benefit pension plans and will require further
engagement with industry.
Annuitisation
 Annuitisation requirements of provident and pension funds will be harmonised.
 Trustees will guide members through retirement, identify a default retirement product and
automatically shift members into that product when they retire, unless members request otherwise.
 Living annuities will be eligible for selection provided that certain standards are met. Retirement funds
will be encouraged to remove any bias on members opting to retire later than the fund’s retirement
age.
 To increase competition providers, other than registered life offices, will be allowed to sell living
annuities.
There were no changes to the lump sum retirement and withdrawal tables.

SOCIAL SECURITY
Grants and Social Security funds
The table below shows how Social Security grants increased.

Disability and Old Age Grants
Foster care
Child support Grant

2012/13
R1 200
R770
R280

2013/14
R1 260
R800
R290 and later R300

Medium-term proposal on old age grant

The means test for the existing old age grant is too complicated and costly to administer. It discourages
individuals to save for retirement. Government wants to start a universal old age grant, phasing out the means
test, by 2016. Everyone over a certain age will be entitled to the grant, irrespective of income level. To keep
things fair, adjustments to the secondary and tertiary rebates will be made to balance the costs of this change
and retain a progressive tax structure.

PRODUCTS AND FINANCIAL SERVICES
Disability or income protection policies
There have been many changes to the Income Tax Act dealing with disability policies held by employers on
the lives of employees. These ‘unapproved’ disability policies are not held by retirement funds and employers
can deduct the premiums as a fringe benefit. The employee can also deduct the premium because disability
income is taxable.
All contributions on non-retirement fund disability and income protection policies will be non deductible and
payouts will be exempt.
Taxation of long-term insurers

Policies representing the risk business of long-term insurers will no longer be taxed in the policyholder funds
but in the corporate (shareholder) fund. Significant amounts of policy-selling expenses will be deductible
against taxable premium income from risk policies, and no longer against a relatively smaller investmentincome tax base.
Unlisted real estate investment trusts (REIT)
A REIT can deduct such distributions if it resides in South Africa and at least 75% of its gross income is rental
income. This will be extended to unlisted REITs once they are subject to similar regulation as listed REITs.
Hedge funds
Hedge funds will fall under collective investment scheme legislations. Regulated hedge funds will be treated
much the same as other collective investment schemes. Unit holders will need to treat their earnings as
ordinary revenue. A similar regime will be considered for interest-income funds.
Uniform cross-border withholding to prevent base erosion
Government proposes that the cross-border withholding regime on interest and royalties be extended to crossborder service fees, subject to treaty relief. To help the administration, all three sets of withholding regimes
(interest, royalties and cross-border service fees) will become effective from 1 March 2014.

TAX COMPLIANCE AND ADMINISTRATION
Taxpayers with multiple sources of income

People receiving multiple incomes are often faced with a higher-than expected tax liability on assessment, due
to the aggregation of these incomes. This includes people with more than one job and widows/widowers on
the death of a spouse.
Individual employers and pension funds are typically calculates pay-as-you-earn (PAYE) as if there is only one
income stream. Too little PAYE is deducted. Government will address this issue during 2013/14.
Steps under consideration include:

higher levels of withholding by employers

holding employees responsible for PAYE at a higher tax rate to take into account the ‘aggregation
effect’

SARS informing affected taxpayers and suggesting preventative measures

temporary relief for widows and widowers.
Streamlining registration and filing for businesses and individuals
A single registration process for multiple tax products will be launched to simplify registration for all
businesses.
Tenders, tax compliance and illicit activities
The tax clearance system is being strengthened to ensure that non-compliant taxpayers can’t do business with
the state.
Much progress has been made to uncover illicit activities relating to customs duties, fraud, smuggling and
counterfeit activities, tax evasion and money laundering.
Financial Services
The VAT treatment of financial services and VAT apportionment within the financial sector is being reviewed.
Micro Business registration
SARS is working with the Department of Home Affairs to do this.

EMPLOYER ARRANGEMENTS
Employment tax incentives

The introduction of a youth employment tax incentive will help young people enter the labour market, gain
valuable experience and access career opportunities. This will create a graduated tax incentive at the entrylevel wage, falling to zero when earnings reach the personal income tax threshold .
Employer-provided bursaries to relatives

The rules covering the exemption of fringe benefit taxation for bursaries given to relatives will be reviewed.
Government proposes to increase the relevant monetary thresholds.
Employment share schemes
The various types of employee share schemes will be reviewed to eliminate loopholes and possible double
taxation.

SMALL BUSINESS AND COMPANIES and PBO’s
Small business corporations
Government proposes that the R14 million turnover threshold for small business corporations be increased to
R20 million. To encourage the growth of small incorporated businesses, government proposes that the
graduated tax structure for such corporations should be increased as follows:
2012/13 taxable income
Below R63 556
R63 557 to R350 000
Above R350 000

2013/14 taxable income
Below R67 111
R67 112 to R365 000
Above R550 001

Rate of tax
0%
7%
28%

Donations to Public Benefit Organisations
Donations to PBO’s working in the areas of welfare and humanitarian activities, health care, education,
conservation, environmental protection, animal welfare, and land and housing are deductible up to 10 per cent
of taxable income in the year the donation is made but any amount donated in excess of this expenditure
cannot be carried forward. In order to encourage larger benefactors, it is proposed to allow donations in
excess of the 10% to be carried forward for deduction to future years of assessment.

INDIRECT TAXES
Fuel levies:
From 1 April 2013 the general fuel levy and Road Accident Fund levy will increase by 22.5c/l and 8c/l
respectively.
Carbon tax
This will be phased in over time.
Co2 emissions tax
This will be increased to encourage consumers to buy vehicles with lower carbon emissions.
Tobacco excise duties
Expect an increase of 5.8% and 10%
Alcoholic beverages
This will increase between 5.7% and 10%.
Vat registration
All foreign businesses supplying e-books, music and other digital goods and services in South Africa will be
required to register as VAT vendors.

NON RESIDENTS
Cross-border remuneration and retirement savings
National Treasury intends addressing the following two cross border areas of concern
Cross-border services
South Africans must pay worldwide tax. Section 10(1)(o) of the Income Tax Act exempts from tax emuneration
earned by any employee from services earned outside South Africa if the employee was outside South Africa
for at least 183 days or more in any 12 month period. Whether this exemption for employees of a South
African employer should be allowed to continue is currently under review.

Cross-border pensions
South African residents working abroad and foreign residents working in South Africa regularly contribute to
local and foreign pension funds. This causes a variety of tax issues.
Our current tax law allows the country of source the right of taxation, whereas the national origin of the fund
might well be a preferable determining factor for taxation. Lump sum amounts are often treated differently from
pensions and withdrawal benefits are often treated differently from retirement benefits.
Many of the rules are made ad hoc. It is recognised that overall retirement reform needs to consider crossborder pension issues too. The issue of whether the place where the services are rendered should still take
preference over the country of the fund will need to be considered. National Treasury intends consulting
extensively on this due to the complexity of the issues.

CONCLUSION
The 2013 tax proposals are intended to support a sustainable fiscal framework, economic growth and a more
competitive economy.
As always, we await the legislation in order to assess the full impact of the proposals.
The Minister concluded his speech with the encouraging words of a great South African, former President
Nelson Mandela, “What counts in life are the mere fact that we have lived. It is what difference we have made
to the lives of others that will determine the significance of the life we lead.”
We hope that this budget brings an improvement to the lives of all South Africans.

Jenny Gordon
Senior Legal Adviser
Retail Legal Services

Disclaimer:
Please note that while care has been taken to ensure that the information provided in this publication is correct, it
represents an overview of the topic under discussion and as such does not constitute advice. While Alexander Forbes
Financial Planning Consultants have taken reasonable effort to ensure that the information contained herein is true and
correct it will not be held liable in respect of any loss arising from any advice provided arising out of the contents of this
circular. We suggest that you contact your Legal Services department before taking any decisions based on the
information herein.

