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The domestic market may be
shrinking, leaving many manu-
facturers with surplus produc-
tion capacity.

And with the substantial de-
cline in the rand-dollar ex-
change rate the call is for in-
creased local production (rather
than importing) or for more ex-
porting to increase foreign earn-
ings for the country.

The quality of SA goods

" abroad is always accepiable,

but price was the drawback, and
high freight rates a further
problem. But the shrinking rand
has overcome this, and now for
the first time South Africa
enjoys a tremendous price ad-
vantage over its international
competitors.

Overseas markets need to be
made aware of South African
manufactured products, and
trips -abroad will give SA busi-
nessman fresh ideas on boosting
local production.

Trade fairs provides the most
expedient way to test export op-
portunities and get first-hand
knowledge of what is being pro-
duced abroad.

South African businessmen
return from short visits to trade
shows abroad with an abun-
dance of new ideas. It is also
motivating for staff to realise
that their companies are keep-
ing up to date, that they are
leaders rather than laggards.

Where a company exhibits at
an overseas trade show there is
the potential for exports and the
awareness that-the product(s)
exhibited can successfully com-
pete with those in the rest of the
world.

TAX BENEFITS

Questions that come to mind
are:
@ What financial assistance
does the state provide for over-
seas exhibitions? .
@ What are the tax beneflts and
savings?
@ Is the cost of the overseas trip
deductible?-

The Department of Com- .

merce Trade and Industry pro-
vides fmanc1al assistance in two
cases: '

@ Official group partlclpatlon in
which South Africa participates
officially by means. of a natlonal
pavilion.

The Department makes all
arrangements and pays the cost
of space rental, ‘construetion and
Tnaintenance of stands, electricit

ty, ‘telephone and water charges

as well as freight costs.

the SA xpoﬂe

Michael
Menof
on the
company
beat

So the.SA exhibitor only needs
to supply exhibition and publici-
ty material, buy insurance

-| cover and arrange for a deci- '

sion-making representative to
man the exhibit.

@ For private participation, fi-
nancial assistance is given for
specific costs, and exporters
should keep all receipts and doc-
uments relating to such costs. A
maximum ‘of R5000 is made
available,

Only products of South Afri-
can origin may be exhibited,
and applicants receive assis-
tance for only three exhibitions
abroad annually.

ALLOWANCE

The prime objective in exhi-
biting must be to stimulate
overseas interest in South Afri-
can products to obtain export
orders and so increase foreign
earnings.

The SA Tax Act allows ex-
penses incurred by the exporter
during the year of assessment to
be deducted from income
earned, as it is expenditure in-
curred in the production of such

income.

The expenditure once deduct-
ed can be claimed once again as
a#‘marketing allowance” (pre-
viously the exporter’s allow-
ance) at either 75 or 100 percent
of such amount already claimed
in arriving at the taxable in-
come.

Such expenses include adver-
tising, securing publicity in ar
export country or soliciting
orders and costs of participation
in trade fairs. Any grant or as-
sistance received from the De-
partment of Commerce is de-

"ducted from the expense in-

curred in the first instance,
leaving only the net amount
available. The idea behind the
gift is to stimulate foreign earn-
ings. .

The cost of the overseas trip,
if it is properly enumerated and
passes the scrutiny of the Re-
ceiver, will qualify as a deduc-
tion. As such expenditure is in-
curred outside South Africa the

taxpayer runs the gauntlet of

* the tax authorities, as the Re-

ceiver’s decision it is not subject
to objection or appeal.

However, with short business
trips overseas it is hardly likely
that the Receiver will disallow
the cost of the trip on the
grounds that it included a week-
end, say, in the south of France
or a visit to the isle of Corsica
for the businessman to unwind
before visiting or participating
at the trade show.

How does the South African
businessman prepare for a visit
to or participate in an overseas
trade show? In Europe today
Paris is recognised as the city
where the highest number of in-
;lei‘élational trade shows are

eld.

REDUCED FARES

France is the only country
that has an officially recognized
non-profit organization that has
as its sole purpose the promo-
tion of its trade fairs.

In South Africa the branch is
Promosalons which provides
dates (annually in advance),
venues of exhibitions, details of
exhibits, other countries exhibit-
ing and other necessary related
services such as supplying en-
trance cards, registrations, and
organising group travel pro-
grammes.

Ruth van der Heyden, their
manager for South Africa, told
me that she puts visitors and
participants into groups of at
least eight with Paris as a desti-
nation. Businessmen can benefit
from special reduced airfares
with no minimum stay.

A minimum stay of 14 days is
normally necessary to qualify
for reduced fares. The total in-
clusive cost of air, accommoda-
tion and transfers is usually
about R1500 for 10 to 12 days.
Other international trade shows
in European cities can be
tagged on,

With South Africa ever seek-
ing to increase export sales, an
aggressive approach is needed.
With financial assistance avail-

able and tax advantages up to a
200 percent deduction of qualify-
ing expenses it would cost noth-
ing to visit an international
trade show.

All that is needed is sore €x-
port turnover history or ad
vance planning to qualify.

The advantages are obvious.
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month.
vious tax payments.

will pay R17 a mon
man earning R1 800
about R34 less, .

benefits will pay mior

from Mareh 1. People

- The Government ha

This suggests certain
ees have been receivi

the actual tax dedue

Savings' for. other
roughly in proportion,

TAX cuts will bring relief to hard-pressed
South Africans from the end of this

For most people the cuts will range be-
tween 12 percent and 16 percent of pre-

th less. A married
a month will pay

However, peopfe who receive fringe

€.

The new “perks tax” comes’into effect

with company cars,

subsidised housing and other benefits will
now be taxed on them, '

s estimated that the

perks tax will bring in more than R700-m.

groups of employ.
ng untaxed benefits

worth about R3 500-m 2 year,

The following table shows the new
PAYE deductions for a married man with
two children. The middle column shows

tions and the right

hand column the amount by which the de.
ductions will haye been reduced,

taxpayers will he

Monthly

taxable
income

Rands

3600
3800
4000

Menthly
tax

deductions
Rands

1212,85




Ease on
perks tax

-1
R8 000,

Page 1. )

Cars :

THE phasing-out conces-

sion for the private use of

motor cars has been ex-

tended’ from two to five
years,

Thus, 25% of the benefit

will be taxable in the ,

1985/86 years of assess-
ment; 40% in 86/87; 60% in
87/88; 80% in 1988/89; 100%
in 1989/90.
Soft loans

AS with cars, the concession
has been extended from two
to five years, reaching 100%
in 1989/90,

This applies to loans
“used for a variety of pur-

poses, including those

granted under share incen-
tive schemes”, -

The concession is* con-
fined to loans granted “on or
before February 13, 1985”,

[

each R1 by

THE Minister of Finance, Mr
Barend dy Plessis, yesterday
softened some of the biows
of the proposed fringe bene-
fits tax,

His concessions lengthen the
period before which low-interest or
Interest-free loans and the private
use of company cars become fully
taxable from two to five years.

In addition, new members of housing
subsidy schemes that existed before
March 28, 1984, will now qualify for the
seven-year phasing-out benefit,

The new phasing-in period .also applies
to the taxable portion of car,_allowances.

The concessions, ‘Mr Dy Plessis said,
would “result in a further sacrifice of rev-
enue for the State amounting to approxi-
mately R310-million in the coming year, in
addition to the RI60-million" previously
conceded”,

Mr Du Plessis said that in view of pre-

‘Sent economic circumstances, a “more

gradual progression towards full taxation”

§ was desirable and therefore the Govern-

M- hadc cccepted-the: Margo Commis-
sion’s ifterim recommendations on
amendments to the fringe benefits tax leg-
islation,

Mr Du Plessis said that although the
Government remained “firmly commit-
ted” to a fair and equitable distribution of
the tax burden, this had to take account of
“the initial impact of additional taxation
on individual taxpayers”,

He added that lower rates of tax an-
nounced in December 1984 would “miti-
gate to a significant extent” the effects of
extra taxation,

r Du Plessis also said that“amend-
ments to the legislation to remove
“ or close loopholes would be
introduced from Mareh 1.

He warned that “any further efforts to
erode the tax bage by instituting income
substitution schemes or avoidance meth-
0ds such as pool car schemes will be kept
under very close surveillance”,

Housing
NEW entrants to “approved” housing
schemes receiving benefits in the form of
low-interest or interest free loans or subsi-
dies will qualify for the phasing-out bene-
fit. This benefit is phased out over seven
years.

The benefit is good for that jportion of the
bond that does not exceed R50 000.

Full-time employees earning less than
R8 000 pa (excluding housing subsidy) will
get marginal relief,

The exem%tion will be reduced by R1 for

y which his earnings exceed
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bond subsidies will as the law
now reads qualify for the phas-
ing-out benefit provided for in
paragraph 14 of the Seventh
Schedule to the Income Tax
Act, such schemes being con-
fined to those in operation on
March 28 1984,

These conditions would con-
tinue to apply, Mr du Plessis
said.

Abuse

However, in view of the po-
tential abuse in the form of in-
come substitution, the phasing-
out benefit in the case of a new
entrant (that is a person who
enters a scheme on or after
March 1 1985) will be restricted
to so much of the benefit as re-

lates to that portion of his bond

that does not exceed R50 000.

Mr du Plessis said the Cabi-
net had further accepted that
the phasing-out period in re-
spect of the taxable benefit re-
lating to an interest-free or

_ low-interest loan (other than a
housing loan which qualifies
for the seven-year phasing-out
concession) be extended from
two to five years.

The concession is confined to
loans granted on or before Feb-
ruary 13 1985.

It is to be phased out on the
basis that 25 percent of the
benefit is to be taxable in
1985/1986, 40 percent in
1986/1987, 60 percent in
1987/1988, 80 percent in
1988/1989 and 100 percent in
1989/1990.

Loans

The concession includes
loans used for a variety of pur-
poses, including those granted
under share incentive schemes.

With regard to the private
use of motor cars, the Govern-
ment has decided to accept the
recommendation of the Margo
Commission to extend the
phasing-out concession of two
years to five years, in such a
manner that 25 percent of the
benefit will be taxable in
1985/1986, 40 percent in
1986/1987, 60 percent in
1987/1988, 80 percent in
1988/1989 and 100 percent in
1989/1990.

The concession will apply
both to the benefit attaching to
a motor car provided by an
employer and the benefit de-
rived in the form of an
allowance given to an employ-
ee for using his private motor
car.

Where an allowance is grant-
ed by an employer to his em-
ployee as compensation for the
use on the employer’s business
of the employee’s private mo-.
tor car, the portion of the
allowance not so used is includ-
able in the employee’s taxable
income.

In determining the taxable
portion of the allowance the
amount spent on the employ-
er’s business may be deter-
mined by applying a rate per
kilometre fixed by the Minister
of Finance by notice in the
Government Gazette to the dis-
tance travelled during the year
of assessment for business ( ex-
cluding private travelling).

‘Distance

In determining the rate per
kilometre, a distinction will
have to be made between the
fixed-cost component (includ-
ing depreciation, loss of infer-
est, insurance premiums and &i-
cence and registration fees) on
the one hand and the fuel and
maintenance elements on the
other.

The fixed-cost element to be
allowed in any year will, in the
rates prescribed by the Minis-
ter, be a fixed amount deter-
minable for the car according
to its determined value.

The rate per kilometre will
then be the fized amount divid-
ed by the total number of kilo-
metres travelled whether for
business or private purposes.

A separate rate per kilo-
metre will be provided in re-
spect of the other elements. A
example of the method of cal-
culation to be used is:

©® The fixed cost element (ac-
cording to a table to be pro-
vided) is R4 000.

® Kilometres travelled on
business: 6 000.

@ Kilometres travelled pri-
vately: 10 000.

@ Total kilometres travelled:
16 000.

@ Fixed cost element rate is
R4 000 over 16 000 which equals
25¢ a km.

© The other cost elements
are 20c a km.

@ The deduction to be al-
lowed against an allowance of,
say R4000 is: Fixed cost ele-
ment : 6000 x 25¢ = R1500.

@ Other elements : 6 000 x
20c = 1200 making 2700.

@ Amount included in tax-
able income, R1 200.
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Perks tax

From Page 1.

Privatisation of state
services could bring sev-
eral benefits including
“the obvious one of sell-
ing some of the family
silver and utilising the
proceeds for other es-
sential capital projects
thus avoiding the need
to raise exira funds in
the private market.

“It would also reduce
central Government
spending and must re-
sult in the more efficient
provision of services to

* the public.”

Dr de Loor said the
Government was contin-
ually looking at ways to
stimulate long-term ex-
ports and the formation
of trading houses and
free trade zones were
only two possibilities.
The Government was
studying why the Japa-
nese Ministry of Interna-
tional Trade and Indus-
try had been so
successful.

By DEREK TOMMEY,
Financial Editor

MOTORISTS with company
cars and fearing the worst
when the new perks tax
comes into operation on
March 1 should not give up
heart Zet. There is a possi-
bility that the tax might be
lightened during the period:
it is being initially
implemented. '

Dr JH de Loor, Director-
General: Finance, said in an in-
terview today that when the
perks tax was applied it might
look different from the present
proposals.

He said the Margo Commis-
sion, which was appointed re-
cently to inquire into the Gov-
ernment’s tax policies, had
been asked to consider the
perks tax proposals,

After the commission had re-
ported back the matter would
go to the Cabinet for its deci-
sion and this would be an-
nounced in Parliament by the

‘Minister of Finance, Mr Bar-

end du Plessis, on February 13
or soon thereafter.

Too harsh

Dr de Loor said the main
complaints about the car perks
tax were that the phasing in
over two years was too harsh,
so it was not very probable
that the commission would
make it more onerous. More
probably the Margo Commis-
sion would go the other way
and propose to lighten the tax.

However, the Government
was not -obliged to accept the-

' commission’s recommenda-

m

*erks tax on cars
may be toned '
down — De Lo

. 6
e

B3

tions but would seriously con-
sider these in the light of the
present economic situation and
loss of expected loss of revenue
that would result.

Dr de Loor said the commis-
sion would be monitoring the
whole question of fringe bene-
fits during the next 18 to 20
months it would be in session.
It would then perhaps propose
further changes in the levels
and applications of perks taxes.

Referring to the statement
by the State President, Mr PW
Botha, that the privatisation of
certain State organisations and
operations was heing consid-
ered, Dr de Loor said the Gov-
ernment had some interesting
options open to it.

Obvious targets

Some argue that it is possi-
ble to privatise everything
from State enterprises to Gov-
ernment and local government
services — possibly even the
water supply, which was in pri-
vate hands in France, *

“Your Iscors were obvious
targets for privatisation. But
there are other State corpora-
tions that could prove
suitable.”

The British had shown that

even monopolies such as the
telecommunications services
and the airways could be
privatised.

But before any decisions
could he taken a professional
investigation would be required
and this was now being dis-
cussed. The investigation would
need to survey which services
could be privatised, and per-
haps determine priorities and
work out a time schedule.

To Page 2.
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‘ ‘By Harvey ‘Thomas

Mercedes-Benz South Africa’ would not
comment yesterday on reports rife in
the motor industry that unless the ap-
plication of the recently announced
perks tax on cars was amended, the
company would withdraw from the
South African market.

companies said Mercedes-Benz had
made strong representations to the
Minister of Finance, Mr Barend du
Plessis, to extend the two-year phase-
in period of the perks tax.

' Company cars account for about
85 pegeent of the sales in South Africa

But senior executives in other motor °

silent 2n
St ayli]4s”

by Mercedes-Benz which had a record
year in 1984. .

The implications of the perks tax are
that from March 1, when the tax be-
comes effective, users of company cars
will pay heavily for the privilege.

The Commissioner for Inland Reve-
nue, Mr Carl Schweppenhauser, has

‘been reported as saying that there

would be no delay in the implementa-
tion of the tax.

He was reacting to reports that
there was seething dissatisfaction in '
the motor industry because the perks
tax on cars could result iri"d"strong
swing towards the prestige upper lines
of less expensive marques.

[
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_THE reléase this week of
-the final car sales figures
ifor 1984 coincides with an
-€qually foreboding set of
‘statisties on the finances of
-motor car dealers.

. However, faced with the
prospect of further declines
‘in sales and increases in
.costs, motor industry ex-
-ecutives are strenuously
lobbying Government for
-sorely-needed relief,

:-On January 5 Toyota
‘managing ‘director Mr
-Colin Adcock expressed the
hope that the Margo Com-
‘mission of Inquiry into the
‘tax structure would recom-
‘mend the, phasing in of
‘perks tax _on company-
'funded car purchases.

< And in comments last
Sneek Finance Minister Mr
‘Barend du Plessis pointedly
1left room for amendments
to the proposals he an-
nounced in December.

- December - sales figures
‘released yesterday brought
‘the total market for passen-
-ger cars ‘for the year to
268751 —'15% below the
‘comparable figure for 1983
= and forecasts from
spokesmen such as General
Motors managing director

By o,uis
Beckerling

Business Editor

Mr Lou Wilking are for a
1985 market of 230 000.

This means that against
a background of increasing
costs and competition, mo-
tor manufacturers have
suffered three successive
years of decline (283 427 in
1982, 272 822 in 1983, 268 751
last year), and now face a
further major loss of turn-
over in 1985.

Among the direct and in-
direct burdens borne by the
industry 'during the year
and yet to fully work their

way through reduced con-
sumption expenditure in
the year ahead were:

@ February: GST raised
from 6% to 7%.

@ March/April: Govern-
ment expenditure emerged
at 5,2% ahove Budget esti-
mates; company tax levels
raised; 1% to 2% ad valor-
em excise duty levied on
motor vehicles; increases
announced in other exeise
duties; prime rate raised
1% to 21%.

@® June/July: GST in-
creased from 7% to 10%;
gold price and rand ex-
change rate decline; prime
rate raised 1% to 22% and
finance charges on HP con-
tracts increased by 1% to
27%.

0 August: Prime raté
raised 3% to 25%; HP rate
up 5% to 32%; HP repay-
ment period reduced from
42 months to 36 months; and
weakening rand (which
eventually lost almost 80%
of its dollar value over the
full year) placed profit
margins under severe pres~
sure.

© December: Perks tax
proposals on motor cars an-
nounced.

N

) ONTHLY PASSENGER CAR MARKET DEVELOPMENT

1983, 1984 AND 199'-.%—|

4983 PASSENGER CAR MARKET
: T JAN, ~ SEP 1984 PASSENGER CAR MARKET

Te ©** OCT - DEC 4984 PASSENGER CAR MARKET FORECAST
* 1985 PASSENGER CAR MARKET FQRECAST

BUY AHEAD

PRE pupasy

JUN/UUL smme
~BEY INCREARE
FAOM 7% TO 10X
~PAINE RATH
UP 4x TO max
~FINANCE
CHARBES ON HP
up ix to erx

ON"ECONOMIE
_EXPECTATIONS

AuB 1084

| ~PRINE RATE up
3% 70 mox
~HP RATE UP BX
10 amx
=HP REPAYMENT .
PEAZOD. AEDUCED

1885

MONTHS

.
VWEA - SALES PLANNING DEPARTMENT

The impact of these
events is vividly illustrated
in statistics detailing the fi-
nancial situation of motor
retailers in the first two
months following the intro-
duction of the “August aus-
terity” package.

The statistics show how
the mid-year GST hike
trimmed 18,3% off season-
ally-adjusted trading rev-
enue of motor retailers in
July (down from June’s ab-
normally-hoosted total of
R1295 million to R1058
million), a further 2,6% off
these depressed levels in
August (down to R10304
million), and a further 7,7%
from this low point to R951
million in September. .

The effect on sales is
graphically illustrated on
this page (graph prepared
by the Volkswagen sales
planning department)
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Cabinet to Tev
tax soon, Says Minister

Political Correspondent said they would be revised reg- weli as the motor industry. |

icati ularly to aveid lacing too R
THE application of the new Yy p g There was also concers,

: n reat a burden on any group of
f“;\ll‘igesﬂgsntelf(l)tr(}sghl‘; og;d t?lz {ndividuals or industries. about, the effect of the tax 01

i low intefest loans and share in-
Cabinet soon, the Minister He said today that a SYmpa- . .nejve schemes.
i thetic approach was especially
of Finance, Mr Barend du A ;
. y necessary in the present strin- f the the
Plessis, said today. e’ Apart from the many thou-
gent economic circumstances. ands of middle and lower in-
He said this would be done  The Government's attitude e group taxpayers bulsi.
after the Cabinet had received  pad always been that the appli- oD & pay L, e of
A ent and possible new pro-  cation of the new tax must no ggssm;\: ud top exect? o
posals from various quarters.  be unnecessarily disruptive t0 ‘ogr"i(i)ox}) a‘;‘fst’hgfé"e-,nﬂo‘,’,’,ii
He Satig th*t?hGOtvemaﬂgmt was {axpayers or specific business Pvough fringe benefits. They
aware tha e tax had to he sectors. i
handled circumspectly because This was why it was being were especially vulnerable.
it could otherwise have disad- phased in over seven years. Mr du Plessis said a fair
vantageous results. Reaction received to the tax phasing-in period had. Been al-
‘Mr du Plessis confirmed his  on motor benefits showed there fowed for hecause the
earlier statement that the was concern that the two year ment did not want to harm the
erks tax measures announced  phasing:in period could have a indispensable contribution of
sofar were far from final. He harmful effect on the user as these people.
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" Last month when most
¢ politicians and journal-
3 ists were relaxing after a
bumpy, tumultuous year,
£ -the Government made a
major announcement
about the new system for
local government.
2. Curiously the architect
=0f the new constitution,
- Minister of Constitutional
Development and Plan-
ning Mr Chris Heunis,
4 chose the quietest time of
“the year to announce the
new company taxes
which will finance local
authorities.

Businessmen and oppo-
¢-sition politicians quickly

It is clear that the sys-
tem:‘will cost billions of

have to{foot the bill.
h.onww{wo,xmgimnn ex-

L
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perts and community
leaders differ widely on
whether the new consti-
tution will bring greater
stablility to South Africa.

But they all agree that
vast sums are needed to
upgrade neglected black,
coloured and Indian
areas.

How will the new sys-
tem work?

In terms of the new
system to be implement-
ed gradually from 1985,

each ethnic area will be
given autonomy and will
be expected to function
as a viable entity.

The Government has
said it will not force inde-
pendence where it is not
economically feasible,
but its long-term policy
of separate towns for
separate races remains.

At least two new com-
pany taxes will be imple-
mented, but several ana-
lysts have warned that

this will not be enough
and have predicted a fur-
ther increase in GST.

The new taxes pro-
posed by the Government
are:

@ All employers and bu-
sinesses, including the
Government and munici-
palities, will pay a ser-
vice levy based on their
total salaries and wages
bill.

® Traders whose goods
are subject to GST will
pay a levy based on a

percentage of the tax -

they collect. Professions
and industries which do
not collect GST will pay
a levy based on floor
space. '

The new taxes will be
in the hands of the pro-
posed regional councils
and funds will be distri-
buted to all authorities

-and municipalities in a

geographical area con-
trolled by a regional
council. .

Legislation for the es-
tablishment of regional
councils is likely to be
finalised during the next
session of Parliament.

Initially the Govern-
ment planned to exclude
blacks from the regional
councils, but it has re-

‘cently indicated that it

will consider giving black
authorities some kind of
representation.

In terms of the Gov-
ernment’s proposals, the
regional councils will be
made up of black, col-
oured, Indian and white
authorities.

Each authority will
nominate members to
serve on the regional
councils and so residents
will have no direct say on
the composition of the
councils.

The regional councils
will take over functions
such as overall planning,

the newsystem will work
| THE FUTURE OF OUR

road building, traffic
matters and the supply of
water and electricity.

The advantage of this
system is that supplying
a service on a bulk scale
should lead to reduced
costs.

The system could lead
to greater efficiency, par-
ticularly in areas such as

fire-fighting and ambu- -

lance services.

In spite of the changes,
most residents will notice
little difference in their
day-to-day lives.

Local distribution of
services will still be con-
trolled by muncipalities
and ratepayers will con-
tinue to pay rates to the
authority in their area.

Provincial administra-
tors, with the consent of
central government, will
determine the make-up
of regional councils.

No authority will be al-
lowed more than 50 per-

. .

exéalilh
e
JORE- TR

cent of the vote and a
two-thirds majority will
be required for any ¢oun-
cil recommiendation to be
appoved.

In the new system.ad-
ministrators will act: as
the link between .local
authorities and Minister
of Constitutional De-
velopment and Planning
Mr Heunis.

They will follow his
directions with regard to
establishing or dissolving
local authorities. ~

Although there are
many details which are
not yet clear, it is likely
the first regional council
in South Africa will be
established on the Wit~
watersrand by the end of
1985.

A special municipal de-
velopment board will

-begin work early this

year to establish¢a pro-
gramme forsthe Wit-

‘watersrand couficil.



Government gets R500-m a month from consumer

ST heading
¢ — economist

2p

By TOM HOOD

THE Government is raking
in more than R500-million a
month from general sales —
but it is still desperate for
revenue and the tax may
jump to 12 percent in the
next Budget, an economist
forecasts.

In November GST raised
.R518-million, up 54-percent on
the R329-million paid in No-
vember 1983.

The total for the eight
months to November was
R3 743-million, up 48 percent
on the R2535-million in the
same period of 1983.

Collections for the eight
months were almost as much
as the R3 874-million raised in

Froperty sales drop

——————
Property Editor

SALES of property in Cape
Town dropped to R28,5-mil-
lion last month, down R7-
million from November’s
sales.

- This was R6,4-million below
December 1983 and only about
half of the record sales of
R55,8-million in May, at the
end of the mini-boorm.

These figures are disclosed
in the City Council’s monthly.
analysis of property transac-
tions. Land, commercial build-
ings, factories and all kinds of
property except sectional title
sales are included in the
survey.

Fewer deals are also being
done. The number of sales in
December — 419 — was below

the whole of the previous tax
year.

These figures indicate the
haul for this year could exceed
the Budget estimate of R5 820-
million by at least R100-million
in spite of the recession and
slower retail sales.

Increased spending

Consumers next year can ex-
pect to fork out considerably
more as a rise of two percent-
age points to 12 percent is pos-
sible in the Budget on March
18, according to Old Mutual's
chief economist, Mr R L Lee.

He said this week that al-
though the Government was
making serious efforts to con-
trol spending, it still had a big
spending problem .and expendi-
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November’s 660 and the year-
ago 558. .

They represent only 48 per-
cent of the 875 deals recorded
in the record menth of May, 63
percent of November’s deals
and 75-percent of the sales of
December 1983.

ture would be much higher
next year.

Vastly higher revenues from
the gold mines would offset
some of the increased spending
and the Government was ex-
pected to go for a high borrow-
ing requirement rather than in-
crease individual and company
taxes. :

“If they do not increase tax-
es at all they are going to find
their borrowing requirement is
very high.

“Now that food has been tak-
en out of GST it is the obvious
tax to increase. It would also
have to be raised by more than
one percentage point to get the
same revenue as when food
was included.”

A rise in GST would fit in
with a structural plan to make

sharply

More than R480-million of
property was sold last year,
only 5 percent or R28-million
less than the record R509-mil-
lion sold in the boom year of
1983. There were 7 319 sales, 12
percent fewer than the 8365
sales recorded for 1983.

Average price for the year
was R65702, up 8 percent on
the 1963 average of R60 839.

The December average of
R68 254 was inflated by the in-
clusion of a R1,9-million Paar-
den Eiland factory sale. If this
is excluded, the average was
R63 245, still one of the highest
figures recorded, ahead of the
R63 771 for the boom month of
May.

November’s sales disclose a
drop to an average of R53 788,
below even the R63 771 for De-
cember 1983,

fo
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indirect taxes a high percent- .
age of the tax take, Mr Lee
said.

The latest Treasury report
shows income tax collections in
November were R857-million,
up 21 percent on the R705-mil-
lion paid a year ago.

The eight-month tetal was
R7 470-million or 13 percent
more than the R6 612-million
collected in the same period of
1983.

From dividends

Taxes from interest and divi-
dends showed a R2-million
drop to R37-million in Novem-
ber and the eight-month collec;
tion of R319-million was only
R63 000 more than a year ago.
This means that, with company
profits falling, the budgeted
R503-million might be hard to
achieve. -

Only R94-million was.ré-
couped from gold mining
leases for November, R47-mil-
tion less than the year-ago fig-
ure. The eight-month ‘total of
R276-million was 74 percent
lower than the R374-million
paid a year earlier.

Amounts raised from other
taxes in the eight months were:

Non-resident shareholders
tax, R162-million, down R22-
million.

Transfer duties, R167-mil-
lion, up R37-million.

Non-residents tax on inter- *
est, R22-million, up R10-
million.

Estate duties, R67-million,
up Ri2-million. Do

Stamp duties and fees, R167-
million, up R38-million.

Total revenue of R14 743-mil-
lion for the eight months yas
almost 15 percent ahead of the .
R12 834-million raised in‘the
year-ago period.
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'Financial Staff

MORE:tax increases are. al-
most inevitable, says the -Bu-
reau for-Economic Research at
the University of Stellenbosch.

In its latest building survey
report it says that this follows
the difficplties of the piblic
sector in changing to lower lev-
els of current spending —al:
though this might, however, be
" offset by possible cuts in $pend.
ing on'fixéd investment,

But a plea to avoid further
tax_incredses has been ‘inade
by Barclays Bank in its latest
monthly economic review, in
which it says another rise
might reduce the Government's
total tax income if it unduly
aggravated the recession and
radded to wage and cost-push
‘pressures, .
*» The Government’s defidit’ be:
| fore borrowing in the current
fiscal year will ove un, the
<Minister of Finance’s estiti
“hy about R500-million, t
¢R4,100-rmillion, the ban
diets.

.. It foresees a deficit;, i
1985/86, before borrowing; of
R4,700-million, o
-+ ;The bank urges the Minister,
.Mr Barend du Plessis, “to’re-

. frain from further tax imposi-
tions in ‘the coming Budget, if

"at-all possible, even if this

should mean a fairly sizablein- .
“crease in the deficif before hor-
rowing”, .
..Government revenue for. the
-full current fiscal year is-about
“R22,800-million, its spending
could be held down to aboui
R26,900-million, or an increase
of 17 to 18 percent,

On this basis, the bank 8ays,
' the deficit before borrowing
would be about R4,100: nilli
against Mr Du Plessig’s éj
deficit of R3,600-million, T

otal
pre-




Mr Smlth said
lieved the increa
- successive British
respons1ble for what, was:des
malaise™ in the 19508 and"60s
as a major economic power.

He was speaking before the opening of-
Cape"Town branch of Wiggins Teape in Parow yes-
terday by Dr Denis Worrall, South African Anibas-
sador to Britain.

g MUST BE REWARDED

Mr Smith warned that the new taxation might
cause a. “brain drain” of top businessmen from
South Africa.

He, said: “Human ambmon in a business’society
mustJbe rewarded in the proper and right terms.

“Thus T view with alarm the recent moves in
perks tax and the increased taxatxon in South Afri-
ca, if we bine the ic circum-
.stances with which we.are now faced, we Will:need
all the entrepreneurial skills for which this country
| is'so rightly famous.

“T believe that fundamental to a capitalistic. and-
free society, there’s the right to a reasonable reward
" for-work that is put in for the creation of ideas and
| ;the creation of work for others.

. “Much of Britain’s manufacturing industries were
18id to waste by the penal taxation which existed
from 1940 onwards.” :

: The new branch of the paper company; h
‘biggest of its kind in South Africa, employ 32 peo-
ple and is-the ninth in this country. kR
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to slice ¢ cake

BRUCE CAMERON of the Political Staff reports on proposals for dealing with competing fiscal
: claims under the new constitution e

THE most important function of Gov-  This in tyrn will mean that more Mr Sutton Says this system not only
ernment is taxation and the distribu- people, particularly whites, are likely  allows government departments to get
tion of tax. The right to levy taxes and to be upset when they receive less for away with overspending but also does
allocate the money was the major mo- their taxes, nothing tofcotlmteflact flzims that mon-
tivating factor behind early democra- . ey is not fajr, y allocated.

€y and even in Britain today the im. of %reBl\lIgwsult%?nﬁblifgg ag“ﬁyﬁﬂg{ He would like to see 3 system simi-
portance is underlined by the 3 ¥, Jar to that in the United Sfates whoes

: finance is going to be one of the most . s
g;zn;g}grt h%fn ttl;xz ggﬁ:tﬁﬁs&?ng important facets of the new tri-camer. the allocation of fungs is done under

al Parliament. . the public spotlight — with televigeq

In South Africa’s peculiar politica)

set-up finances have not played the i i i i
part in daily politics that they do 1y cating money s totally inadequate, loning on thejr budget requirements

/ There are not enough controls and the and would have to Justify their envis.
other iountnes .bué aggra\t/ﬁteq tby t‘the public cannot see that money is being  aged exspenditure,

fs“gg}lg;f;""m‘c ccine the situation  gajpyy and'properly divided, And with the new Parliamentary gy.
. . .. Under the current system examina. tem based on standing commitees be.
The Government is now in fne FOSE tion of th budget s paore politically 1N started this year he feels that there

tion where it has o Spread the pot of orientated’ thap fincially based while Should be no Problem introducing it,
gold more evenly to give credibility to Parliamex‘tarjans are unable to sery. Mr Sutton says he would like o see
its commitment to reform but at’the tinise the detai] of Government spend- the committee which is currently in-
Same time;the contents of the pot are ing, being presented with global vestigating taxation to look at the pos-
shrinking, amounts, ' sibilities of doing this,
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GST could rise to'

12pc, says Sanlam‘v

Finance Editor
THE ONLY area to increase taxes will be in general sales tax, which could be mcreased to
12 percent to give the Government an extra R1 300m in revenue.

This is the view of the monthly Economic Survey from Sanlam, which is devoted to prospects
for the Budget which will be delivered on March 18,

The international
background to be con-
sidered is that the rate
of expansion in the
industrialised
countries is expected
to slow down to about
three percent as against
an estimated five
percent for last year.

The volume of world
trade is also thought to
increase at a much slower
rate. The demand for and
prices of commodities are
not likely to see sharp
rises.

Gold

Gold price prospects
are not bright with infla-
tion remaining low in the
major industrialised
countries.

Disinvestment may also
be a factor on the capital
account of the balance of
payments.

‘South Africa cannot

i1 hope for great windfalls

from abroad in the next
twelve months. Our ex-
_ports will benefit from
“the sharper drop in the
rand’

While the current ac-
count of the balance of
payments will hinge
largely on the reduction
of imports.

Despite the improve-
ment in the balance of
payments the capital side
remains a ‘serious prob-
lem’ with the foreign gold
and other reserves at a
low level as a conse-
quence of raising large
sums abroad to meet the

short term commitments
of the country which have
risen sharply in the last
few years.

Inflation remains high
compared with South Af-
riea’s most important
trading partners with the
rate of increase expected
to accelerate in the next
few months — 14,5
percent would appear to
be the ‘floor’ for the con-
sumer price index this
year.

There has been an
alarming increase in un-
employment especially
in the black labour force.

And ‘the confidence
of the business commu-

Total government rev-
enue is now estimated in
the Survey at about R23,6
bision while spending
should reach R27,25 bil-
lion with a budget deficit
of R3,35 billion.

The actual amount

raised in the first nine |

months of the year was
R3,829 billien.

Loan levies of some
R450m are being repaid
and some of the R750m of
Treasury Bills could be
redeemed before the end
of March the survey
considers.

While the current
financial year has seen
the government pursue
an ex policy a

nity in the y is
extremely low at
present.’

‘Great uncertainty
about government action
prevails. The general
feeling is that there is too
much ad hoc action in the
absence of thorough plan-
ning and co-ordinated
goals.’

Excessive State spend-
ing is one of the major
problems and is largely
responsible for balance
of payment problems.

‘We believe: the first
priority for the Minister
of Finance is to cut State
spending - especially cur-
rent expenditure - to the
bone.

Such action would hold
down, or prevent, tax
increases,'Tax hikes at
this stage will be most
inopportune.’

more restrlctlve policy is
now essential,

The government will
probably achieve this by
cutting back on capital
spending, which will not
be good for the long-term
situation.

Budget

The survey considers
that the Budget will be
able to be held at. about
R30,5 billion - a 12
percent increase - which
with inflation expected to
run at between 14 and 15

percent reflects a real de- -

cline in State spending.

Revenue should de-
cline because of the
downturn in the econo-
my but general sales tax
should rise by about 15
percent. Gold mine re-
ceipts should be heal-
thy.

Total revenue should

" reach about R25,5 billion

leaving a deficit of about
R5 billion of which the
government will have to
find an extra R1,5 billion
from additional sources
of revenue.

This will most likely
come from a rise to 12
percent in general sales
tax as most other sources
of revenue were in-
creased in recent budgets
or, in the case of company
taxes likely to be affected
by proposed taxes for the |
regional service councils.

The survey considers
that while individual tax
rates will fall as the re-
sult of fringe benefit tax
he will be hit by a rise in
GST.

Further Budget shocks
will affect growth pros-
pects and the survey ex-
pects that ‘the brakes will
be on the recovery ofthe
economy.’ .

An upswing is not
likely before the end of
1985 and only a small
positive growth can be
expected this year.

Inflation should be
about 14,5 percent for
1985 — with a probable
leap to 16 percent —
with a two percent rise
in February asaresult
of the 40 percent. petrol
price rise. B
AGST rise would. hft the
expected inflation
rate to 15,5pc for 1985,

the survey comments.

TR
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were registered at each university falling
under the control of his Department in
fug4?

‘The MINISTER OF EDUCATION:

(@ (b) (© @ (o
bortHare...... 54 26 4 2986 —
TheNorth ..... 37 4 4 4878 —
Zululand ... 5 3 3 4000 —
Medupsa ...... 110 1 6 895 —
Vista...ooovuey 158 12 — 6188 —

urcs as on 5 June 1984,

Student teachers

=7 29 \v 13y
15, Mr K M ANDREW asked the Minis-

v at BEducation:

(a) How many bursaries were granted
"\ his Department to Black student teach-
c1s an 1984 and (b) what was the total
anount granted in that year? —

The MINISTER OF EDUCATION;
(a) 6361
(b) R2 820 328

-~ Hasrasn oA a2
1~ Taxpuyers 6. o252
(3200 Ty 5 55%
~¥r H H SCHWARZ asked the Min-

ister of Finance:

(a) What was the (i) number of individ-
ual taxpayers in each income category and
(ii) tax assessed in each income category
expressed as a percentage of total tax as-
sessed in the 1983-84 tax year and (b)
what percentage of cach group of taxpay-
ers is Black?

The MINISTER OF FINANCE:

{a)} (i) 'The statistics are not complete
because =+ 23 per cent and

(ii) of individual taxpayers have not
yet been assessed.

Number of individual
taxpayers in income

Income category

‘Tax assessed in
income category
as percentage of

category total tax assessed

Loss 18 462 0,00

Nil 63 727 0,00

1— 1000 48 517 0,00

1001— 2000 46 911 0,01

2001— 3000 60 292 0,02

3 001— 4000 71 896 0,08

4 001— 5000 82 641 0,20

5001— 6000 87 545 0,33

6 001— 7 000 91 657 0,52
7 001— 8 000 91 806
8 001— 9000 88 138
9 001— 10 000 82 142
10 001— 11 000 75 569
11 001— 12 000 73 380
12 001— 13 000 70 369
13 001— 14 000 67 562
14 001— 15 000 67 074
15 001— 16 000 64 955
16 001— 17 000 61 944
17 001— 18 000 57975
18 001— 19 000 54 293
19 001— 20 000 50 085

¢
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Number of individual
taxpayers in income

Income category

Tax assessed in
income category
as percentage of

category total tax assessed
20 001— 22 000 86 898 7,06
22 001— 24 000 70 263 6,81
24 001— 26 000 54 688 6,20
26 001— 28 000 42 147 5,51
28 001— 30 000 31813 4,73
30 001— 32 000 23 747 3,99
32 001— 34 000 18 317 343
34 001— 36 000 13 807 2,88
36 001— 38 00O 10 557 2,41
38 00— 40 000 8313 2,07
40 001— 42 000 6 562 1,76
42 001— 44 000 5271 1,53
44 Q01— 46 000 4523 1,41
46 001— 48 000 3 606 1,20
48 001— 50 000 3 086 1,09
50 001— 80 0VO 17 107 9,12
80 001—100 000 3516 2,60
100 601—150 000 3007 2,89
150 000 + 2734 3,69
Total: 1 886 962 100,00

(b) Nonme. The statistics at my disposal Income tax

relate only to tax levied under the In-
come Tax Act, 1962, which Act was
not applicable to the income of
Blacks in respect of the 1983/84 tax
year.

Sales tax

157. Mr H H SCHWARZ asked the Min-
ister of Finance:

(a) How many cases of irregularities in
respect of sales tax were discovered since
1 January 1984 up to the latest specified
date for which figures are available and
(b) what is the amount of tax involved?

The MINISTER OF FINANCE:

(a) 8716 cases were discovered up to 31

December 1984.

() Tax................... R24656140
Penalty ...... .. R11070949
Total .......... ....... R35727089

158. Mr H H SCHWARZ asked the Min-
ister of Finance:

Whether any income tax was written off’
in the 1983-84 financial year as iriccover-
*  able; if s0, (a) in respect of how many (1)
individuals and (ii) companies and’ (b}
what was the amount of tax written oft in
each category?
The MINISTER OF FINANCE:
Yes.
(a) (i) 3604.
(i) 215.
(b) (i) R2281530,12.
(ii) R2011990,54,
X Airways: passengers
172. Mr D J N MALCOMESS asked the
Minister of Transport Affairs:

B —
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ax-evaders unmasked

in million-rand rip-

s |

G5
/L Argus Cokrespondent
JO'HA NESBURG. — Rax-evader§ are being"

unmasked by the score in a nationwide blitz by
special audit teams sent out by the Recelver of
Revenue. -

The purge, which is causing consternation in a
large part of the business commumty, includes in
vidual taxpayers.

Dozens of firms have already been found to ha
cooked their books.

The audit teams, which operate in all the main:;
centres, began their on- -the-spot probes last October, -
Since then more than Ri8-million in unpaid taxes
has been recovered. ;

Officials at the Receiver’s office see that figure as
the tip of an iceberg and predict that many millions
more will be recovered in coming months. By the
end of this year the total could well have mounted. .
to more than R70-million.

‘“We have only scratched the surface,” says Mn
Schalk Albertyn, chief director (operations) at the
Receiver of Revenue’s office in Pretoria.

\“We hope to expand the operation consuierably 3
over the years. This is something that has come to--
stay.”

The teams operate in various ways, depending on-
their quarry. Some move into a business, demandmg
to see the books, Sometimes they give the business "
ia)iivance warmng, sometimes they arrive out of the,

ue,

No. tax-evasion pattern yet -

Others sit beside tills, fotting up takings and com-j
paring them to claimed earnings. i

Until the teams started operating last October the
dRe(i{elvers men did their probing from behind their

esks

That is still where investigations start, with a
careful scrutiny of tax returns.

When an investigator becomes suspicious abou
something in the returns an audit team moves out
into the field.

Mr Albertyn says it is too early to show whether
any patterns of tax-evasion are emerging. BEEEN

“We are correlating all the information. Our head %
office section will .eventually be able to direct the-¥
attention of the teams to various areas.”

Although the teams are concentrating at the mo-
ment on the “big fish”, tax-evaders of all sizes
arouse their interest.

All kinds of tax are coming under their scrutiny,
including income tax and GST. One particularly.
fruitful area is unpaid stamp duties.

While tax-evaders worry about the teams, taxpay:
ers with nothing to hide have welcomed them.
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were registered at each university falling The MINISTER OF EDUCATION: : Tax assessed in
under the control of his Department in ; Number of individual income category
19847 (a) 6361 Income category  taxpayersinincome as percentage of
category total tax assessed
1 (b) R2 820328
The MINISTER OF EDUCATION: X N : 20 001— 22 000 86 898 7,06
VA ~ Harsom oA ; 22 001— 24 000 70 263 6.81
@ (®) © @ 320 Taxpayers @ .0 1.232 | 24 001— 26 000 54 688 6.20
FortHare ...... 5426 4 2986 — 25 [a )85 ” 26 001— 28 000 42147 5.1
The North 37 4 4 2878 — . ~Mr H H SCHWARZ adked the Min- 28 001— 30 000 31 813 4,73
Zululand . . ... s 3 3 4000 —  ster of Finance: 30 001— 32 000 23 747 3,99
Medunsa _..... 10 1 6 895 — 32001— 34 000 18317 343
C Vista.. .. 15 12 — 6188 — (a) What was the (i) number of individ- 34 001— 36 000 13 867 2.88
4 T _A._m“ taxpayers :w each income category and wm %wl ww ﬁ Hm www w,a_
: " ii) tax assessed in each income catego: — 07
Figures as on 5 June 1984, nxu_,m%wua mw a percentage of total axm N—N ' Mw %#1 Mm % M wmn 1,76
| sessed in the 1983-84 tax year and (b) — 71 1,53
i Hoaas ol Qll. 2> what percentage of each group of taxpay- 44 001— 46 000 4523 1,41
: Student teachers ers is Black? 46 001— 48 000 3 606 1,20
Nﬂ\v_.nﬂ 48 001— 50 000 3086 1,09
150. Mr K M ANDREW asked the Minis- The MINISTER OF FINANCE: 50 001— 80 000 17 107 9,12
ter of Education: 80 001—100 000 3516 2.60
(a) (i) The statistics are not compl 100 001—150 000 3007 2,89
(a) How many bursaries were granted because + 23 per cent and i 150 000 + 2734 3.69
by his Department to Black student teach-
§ ers in 1984 and (b) what was the total (ii) , of individual taxpayers have not Total: 1886 962 100,00
3 amount granted in that year? —_— yet been assessed.
Tax assessed in (b) None. The statistics at my disposal Income tax
Number of individual income category relate only to tax levied under the In- <
Income category taxpayers in income  as percentage of come ‘_,ux. Act, 1962, iEm: Act was 158. Mr H H SCHWARZ. asked the Min-
category total tax assessed not applicable to the income of ister of Finance:
| Blacks in respect of the 1983/84 tax
Loss 18 462 0,00 year. Whether any income tax was written off
Nil 63 727 0,00 in the 1983-84 financial year as irrecover-
1— 1000 48 517 0,00 Sales tax “ able; if so, (a) in respect of how many aw
1001— 2000 46 911 0,01 individuals and (ii) companies and (b,
2 001— 3 000 60 292 0,02 157. Mr H H SCHWARZ asked the Min- what was the amount of tax written off in
3001— 4000 71 896 0,08 ister of Finance: each category?
4001— 5000 82 641 0,20 . o
' 5001— 6000 87 545 0,33 (a) How many cases of irregularities in The MINISTER OF FINANCE:
m 6 001— 7 000 91 657 0,52 respect of sales tax were discovered since
£ 7001— 8 000 91 806 0,74 1 January 1984 up to the latest specified Yes.
H 8 001— 9000 88 138 0,96 date for which figures are available and
9 001— 10 000 82 142 1,17 (b) what is the amount of tax involved? (a) (i) 3604.
10 001— 11 000 75 569 1,36 S 018
11 001— 12 000 73 380 1.63 The MINISTER OF FINANCE: (i) 215.
12 001— 13 000 70 369 1,88 .
13 001— 14 000 67 562 2.15 (a) 8 716 cases were discovered up to 31 (b) (i) R2281530.12.
14 001— 15 000 67074 2,50 ! December 1984. (i) R2011990.94. \/\
15 001— 16 000 64 955 2,80 i ' '
1o 16 0% oo e ,M (b) Tax............. ooRaessl0 X
17 001— 18 000 57975 326 : Penalty ............... R11070949 ys: passeng
18 001— 19 000 54293 3,42 172. Mr D J N MALCOMESS asked the
19 001— 20 000 50085 35 Total .ooonnriinnnns R35727089  Minister of Transport Affairs:




Weekend Argus COrrespm{ient
DURBAN. — Joint taxation will re-
main the burden of married couples
for at least another two years, if not
for the foreseeable future.

Married couples were told to be
patient by the Minister of Finance,

| Dr Barend du Plessis, when he an-

nounced that the investigation of sep-
arate taxation was not yet complete.
On a radio programme last week
he talked of problems in other coun-
tries with separate taxation, thereby
implying that its acceptance here
could not be taken for granted.

*"Chauvinist, outmoded”
But the Southern African Women’s
. Foundation, which formally repre-

sents more than one million support-
ers of separate taxation, believes it is
too crucial an issue to stave off.

“It’s a fossil of the past. It’s a prod-
uet of chauvinist, outmoded attitudes.
1t's a product of the time when the
Government was legislating exclu-
sively for the white community and
when it wanted white women to stay
at home and breed,” is the retort of
separate taxation campaigner Mrs
Adele Van der Spuy, president of the
foundation.

Joint taxation is one of the briefs
of the Margo Commission set up in
Noveinber last year to investigate

the ‘entiré tax system. Its final report
is due only in July 1986.
The foundation hoped for an inter-

m_repert”this month, but the

chairman of the separate taxation
committee, Professor Michael Katz,
said its investigation was not yet
completed.

Many millions of married couples
will be bitterly disappointed if they
hear of no respite in the budget
speech on March 18.

If the commission moves on the is-
sue and gets in its report before the
1986 budget there will still be another
tax year before separate taxation

could be implemented.
L)

Last developed country

Mrs van der Spuy accuses South
Africa of being the last developed
country to retain joint taxation. She
believes the foundation has swept
away every feeble excuse for joint
taxation and she cannot see the rea-
son for yet another delay.

A specialist teacher, who cannot be
named because she is employed by
the State, submitted the following de-
tails of her tax burden to the Margo ..
Commission: ) .

®On a gross annual income of
R19 435 she is taxed at her husband’s
top marginal rate of 50 percent.

@ Her tax is R8 316, leaving her _
with an income of R828 a month. If
she was separately taxzed. Heri bill
would come to R3 431,

“This tax on my morality costs/me
tm 885 a year,” is her angry/asser-

ion.




Loan levy refunds on
way to We St Cape

MANY people in the Pénimstla should have a little
more money in their pockets this week.

Altogether R60-million in loan levy refund
cheques is on its way to 157 000 people and firms in
the Cape Town-Bellville complex, a senior official
in the Department of Inland Revenue in Pretoria
said today. '

SHOULD ARRIVE SATURDAY

Mr Schalk Albertyn, chief director, operations,
said loan levy cheques were being posted through-
out the week and people in the Cape Town area
should receive them by Saturday.

. As more than & million loan levy refund
-7——————,———1 cheques were being sent out it
had heen necessary to stagger
| the operation so as not to over-
"load the clearing banks and the

Reserve Bank. °

He said 87 000 cheques for a
total of R40-million were being
sent to Cape Town and 70000
cheques for a total of R20-mil-
lion to Bellville. :

.~ The total payout was R610-
million,




counting records. One counsel interpreted
this to mean that the accounting officer
should follow the transaction from the
financial statements to source, throngh
tracing vouchers.

This, says counsel, makes the duty of an
accounting officer more onerous than even
that of an auditor. Another opinion was that

Some taxpayers in SA say the tax sys-
tem has become more unpredictable
than the gold price. They will be inter-
ested to know that Ciskei is well ad-
vanced with a plan to give businessmen
there an insurance policy that indemni-
fies them against changes in the tax
system.

Ciskei has created a corporate tax ha-
ven, starting in March, among other tax
reforms. This carrot has interested
many foreigners although they are con-
cerned that changes may be made to the
tax system without notice.

So Ciskei has started negotiations
with foreign insurers for a tax-change
indemnification policy, something that
as yet does not exist anywhere in the
world. Some foreign insurers have found
the idea quite novel and hope to market
it to other clients once its finer details
are finalised. .

it would be adequate for the accounting of-
ficer to carry out the same duties as an
auditor.

The Act provides that the following may
act as accounting officers of a CC: mem-
bers of SAICA; accountants and auditors
registered in terms of the Public Accoun-
tants and Auditor’s Act; members of the SA

INSURING AGAINST CISKEI TA)F CH

The Ciskei government will pay the
insurance premium. But the interesting
feature of the policy is that it will under-
take to re-insure the insurer. This pro-
vides addltlonal incentives for it to
maintain discipline and a responsibl
tax policy. .

Why not such a policy for SA? One ob-
vious case where such a policy would be
favoured are German motor manufac-
turers, Mercedes and BMW. Both feel,
rightly, that they have been dealt a se-
vere blow with the proposed car perks
tax. They sell the most expensive cars,
attracting the most tax.

Insurance can be taken out to guard
against most risks, and for the conse-
quential losses that might arise. The
principle in Ciskei seems to be that if
the government creates a risk, it should
likewise pay the price of insuring that
risk.

Institute of Chartered Secretaries and Ad-
ministrators; the Institute of Cost and Man-
agement Accountants, and the Association
of Commercial and Financial Technicians
of Southern Africa.

SAICA says that in the “determination”
of whether the financial statements agree
with records, the duty of the accounting of-

P 3&>

And the tax system in SA should be no
exception. Indeed, one could argue that
it provides a more serious risk in terms
of constant changes than in other coun-
tries,

With Pretoria holding a quill that has
seemingly gone crazy, never before has
there been such strong justification for
tax change indemnification.

It can also be argued that Pretoria
should offer businessmen an insurance
policy against continually moving the
proverbial tax goalposts. There could be
a problem for the SA taxpayer, however.
It has always been Pretoria’s habit to
raise taxes when it spends too much.

Yet, if it violated the small print of a
no-change tax insurance policy, it would
have to raise taxes further to pay dam-
ages. It’s something of a chicken-and-
egg problem: which came first, the dam-
ages or the tax?

Engineering

Insurance

let the
Mutual

Mutual & Federal is well qualifi
: Consult your insurance.adviser or.

.Financial Mail February 15 1985

offer you top serviceand security in Engmeermg Insurance
the Engmeer gD
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- ficer would have been met where he com-
piled the financial statements; if he did not,

" it is sufficient if the accounting officer
trace the amounts to the general ledger or
similar record.

This duty of the accounting officer may
be the main problem, but there are other
glaring flaws that emanate from the coun-
sel’s findings:

OO An accounting officer is not bound by the
Act to report to the Registrar of CC’s a
finding that a CC’s liabilities exceeded its
assets, unless the situation is clearly out-
lined in the financial statements. Counsel
recommended that the Act be amended as

soon as possible with retrospective effect to
rectify this;

0O A chartered accountant who acts as an
accounting officer should explicitly state
that the financial statements have not been
audited. This is, firstly, to avoid granting
his report a status not justified by the du-
ties carried out by an accounting officer;
and, secondly, since accounting firms have
acquired goodwill and reputation, a person
reading the statements might conclude that
an audit had been carried out;

{1 Unless bound by contract, an accounting
officer who found a contravention of the
Act while investigating matters beyond the

ambit of duties ouflined the Act was not
obliged to report such contravention to the
CC’s members. His duty to report such mat-
ters may, however, be governed by his ap-
pointment contract. In terms of such
appointment, there may be an express or
implied duty to report contraventions of
the Act of which he becomes aware;

0O The Act requires that the accounts of a
CC must “fairly present” the state of af-
fairs and results of the corporation. Counsel
said that if accounts were prepared on a
cash basis, or for the specialised purpose of
tax, they would not present the situation
fairly.

TONY OCKENDEN

Tony Ockenden
heads the Reserve
< Bank’s new Bank-
ing Supervision
Department, set up
to monitor the
foreign operations
of SA banks. With
banking going in-
ternational on an increasing scale, the
question of prudential control has never
been more vital. He spoke to the FM
about the implications for local banks.

FM: What is the current state of interna-
tional banking control?

Ockenden: When the question of con-
trol became an issue as far back as 1974,
I was somewhat sceptical about what it
could achieve. National politics can
make international co-operation diffi-
cult at times, but there is tremendous
co-operation between central bankers
throughout the world now.

To what can this be attributed?

Through the Basle Concordat, guide-

- lines covering the respective responsi-
bilities of different supervisory
authorities for banks operating in more
than one national jurisdiction were set
out. The main principle was that the pri-
mary responsibility for the supervision
of liquidity of foreign banking establish-
ments rested with the host authority.
With the revision of the document in
1983, the principle that supervision of in-
ternational banks’ capital adequacy and
risk exposure should be monitored on a
consolidated basis was included.

Furthermore, it was the intention that
no foreign banking establishment should
escape supervision. The revised Concor-
dat also addressed further ways in
which any supervisory gaps can be pre-
vented, particularly those arising from
inadequate supervisory standards in
certain countries or from the existence

Controlling the banks

of holding companies and non-banking
companies as parts of banking groups.
Is this legally binding for the member
countries of the Concordat?

No, the agreement cannot have legal
binding force as it relates to an interna-
tional banking system which is itself not
governed by a single legal framework.
But this does not necessarily weaken po-
tential commitment to the principles set
down. What the Basle Committee hopes
is that, in the long run, countries
throughout the world will see it is in
their own interests to make the legisla-
tive changes necessary to follow the
guidelines.

What are some of the remaining stum-
bling blocks to effective international
supervisory control of the banks?

One problem is the degree to which
banking secrecy laws may impede the
free passage of information required for
effective supervision. In most cases the
information to which access is blocked
is that related to the liabilities of banks
to individual customers. The commit-
tee’s opinion is that national laws should
permit supervisors, under appropriate
conditions of confidentiality and reci-
procity, to pass to authorities of other
countries information of a supervisory
nature otherwise restricted by banking
secrecy constraints.

On a more general level, the princi-
ples need to be disseminated more wide-
ly and accepted by a wider group of
countries. Some geographical groupings
of supervisory authorities already exist
and there is talk of establishing further
groupings in different areas of the
world.

Of course, there is a danger of going
backwards and introducing more regu-
lations at a time when the development
of the financial services industry gener-
ally is necessitating continuous evolu-
tionary de-regulation.

- face to face—

A very high proportion of banking is -
confidence which, of course, is an atti-
tude. And once confidence is jarred to
any degree, even by rumour, a bank can
be affected; not that I am anticipating
problems with any of the banks here. The
foreign operations of SA banks are gen-
erally quite small in relation to the size
of our banking sector.

So what do you view as the most impor-
tant aspect of your job?

My responsibility essentially is to en-
sure there is a reasonable mix of profit
and prudence. The banks seem to have
welcomed the move towards more
supervision of .their operations. They
know it is not possible to operate in iso-
lation in today’s world. But I do not be-
lieve in too much legislation and
regulation. My experience has taught
me that laws are only words and people -
can show ingenuity by inventing new
words.

I personally prefer professional self-
regulation and policing. Bankers know
their own business best and must make
their own decisions. The supervisor
comes into play later when he feels the
results of such decisions might require
the making of some provisions.

Is the new supervision going to affect
the bank’s operations and profitability
in any way? :
. Ihave no intention of building a large " -
empire.

I want to see the banks becoming even
more efficient, effective and profitable
than at present, and if at the same time
they can operate with the required
amount of prudence, I am in for an easy
job, which is always one of my main .
aims

1 think we also have the opportunity to
look at the financial services sector as a
whole and to construct a sure and safe
way ahead for all participants in that
sector.

a8
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Pick 'n

Y

Own Correspondent
JOHANNESBURG. —Mr
Raymond Ackerman,
chairman and co-manag-
ing director of Pick 'n
Pay, confirmed this week
that his company had ne-
gotiated a contract which
exempted its supermar-
ket in the Ciskei capital
of Bisho from general
sales tax.

Under Ciskei’s pend-
ing new tax policy —
which abolishes person-
al tax for people who
earn under R8 000 a year
and scraps company tax
from March 1 — the Cis-
kei government will be
heavily dependent on
GST to fill its coffers.

Mr Ackerman said:
“We did a deal on GST,
but it has since created
problems. We are now
trying to solve those
problems.”

One problem was that
after the agreement was
signed, Ciskei an-
nounced its new tax poli-
ey, including the
planned abolition of
company tax, meaning
that Ciskei would get no
tax revenue from Pick’'n
Pay either from GST or
company fax.

But, Mr Ackerman

" said, Pick 'n Pay and Cis-

kei were involved in
“amicable discussions”
to solve the problem.

He added: “We have
recognized that they
have got to have revenue.
It may well be that we
owe them GST. We
haven’t physically hand-
ed over GST yet.”

it is not clear how or
why Ciskei got itself into
a situation where a ma-

jor company like Pick 'n
Pay was granted an ex-
emption of GST while

4 /{’%y

qualifying for freedom
from liability for com-
pany tax.

According to informa-
tion available to our Jo-
hannesburg correspon-
dent, floor space in the
Bisho shopping complex
was rented to Pick 'n Pay
at about one-sixth of the
rate paid by other ten-
ants.

Mr Ackerman said.“We
don’t diseuss rentals. But
it is not a subsidized
rent. It is a good and fair
rent.”

it has also been learnt
that President Lennox
Sebe of Ciskei has cost
Ciskei and South African
taxpayers an additional
R20 million on the con-
tract for the construction
of an international air
port for his homeland.

Despite advice to con-
trary from his now-dis-
missed Planning and Ad-
visory Council, Chief
Sebe agreed thatthe con-
tract price should be
paid to the Panama-reg-
istered company in
American dollars.

Given the sharp rise in
the dollar since the con-
tract with the G and M
Construction Company
was signed last year, and
the corresponding fall in
the rand, the original
contract price of $25 mil-
lion has risen by some
R20 million.

At one stage Chief
Sebe was persuaded by
the Planning and Adviso-
ry Council fo insist that
entire contract be nego-
tiated in rands, but he
was later changed his
mind and agreed that
payment should be in
dollars. .

The contract is one of
several which have
aroused criticism be-
cause they were not put

_out to tender.

=




perks tax -awaiteds

T keenly-awaiteq revised perks tax proposals,
should be announced soon following the disclosure'
by-the Minister of Finance, Mr Barend du Plessf,';é’,
that.he had already received the interim report,oft
the-Margo Commission dealing with fringe benef; , :

Introducing the second reading of the P;
pri

The commission has not recomm
the March 1, imﬁlemeﬂtatign,gate. :
@ Mini budget, page 4 UL




Call_.}for tax Futs
R u$ Gz
on: " fayout

e f vemment stands to'make .
tho sands of rands out-of the fmal
payouts o such workers. * ' ] !

‘ORGANISED industry has
"called for ‘cut in the’ “heavy # Many mien in their 405 and early 505, > ‘
1tax on. ﬁn payouts to Work “refrenched after years’ service, find '

e 3 about half of their final Te-
‘ers sacked Or retrenched i y ques, including p

‘T ifund repayments in tax.

'l‘lns can dash any hopes they mlght -
have bad of using their retrenchment
“payouts to start a business or of using
‘them as mvestment nest eggs to keep
“them going. . .-

" ‘Now. orgamsed mdustry is to ask the :
Govemment to glve these people re—
 lief. .

;. Mr Chris Newton premdent of the
Cape Chamber of Indusmes said it
rwas in the public interest to help the o 7"
vqnany likely to be retrenched this year.

"'Retrenchment payments are ‘taxable -
at the top marginal rate. With income
ttax rates in South Africa among the
'highest in the world, some retrenched
workers have to forfeit 40 percent and
zmore of severance payments to the
Government :

A tax consultant sald today that only
'men aged 55 and above and women 50 ~
-and above received tax relief on their | .

redundancy payments Crrr e e )




TAXATION

‘Soldier audit

TEAMS of auditors — young profes-
sionals exempted from national ser-
vice — have been used to crack
down on tax avoidance and have al-
ready saved the country millions: of
rands. .

The men are being employed by
the Department of Inland Revenue
which has in the past suffered from
shortages of skilled manpower. In
return they are exempted from mili-
tary service, except for three
months’ basic training.

Mr S Albertyn, the Inland Rev-
enue’s Chief Director of Operations,
said: “In Johannesburg the public
are sitting up and taking notice of
these young men...and the same
goes for Cape Town, Durban and all
the other major business centres. In
one specific case a team consisting
of some of these men pinned down a
swindle involving many millions”.

The scheme was started in Octo-
ber last year. Mr Albertyn said that
early indications were “extremely
pleasing”,

.The men are mainly qualified ac-
countants, but Mr Albertyn said the

oy 672 feC @’?ZO‘.
ors make a

The Argus correspondent in Johannesburg reports on the high civilian kill rate of SADF auditors

department would be able to fill
posts with B Comm and any legal
graduates, : ’

They have been formed into teams
across the country and given the
task of doing spot checks on busin-
esses suspected of tax swindles.

At present the men work under
the supervision of experienced men
in the department, with the empha-
sis on tracking down offenders
through “legwork” rather than sit-
ting in an office comparing tax
returns. .

“Since October we have had about
50 young men join the department in
a fairly steady stream. It takes them
a little time to get their teeth into
the cases, but they are getting re-
sults now.”

Mr Albertyn said it was difficult
to tell exactly what amount in taxes
had been retrieved as some of the
companies being investigated were
expected to lodge appeals and
objections.

“Some of the firms aren’t going to
take this lying down. We never had
the right men with sufficient exper-

tise to do field audits, going into the
offices of a firm, inspecting the
books and finding the answers im-
mediately. Now we have,” he said.

The men were regarded as full-
time employees of the Department
of Finance and were entitled to
housing subsidies. Those who joined
before doing national service were
expected to sign a service contract
for four years, he added.

Mr Albertyn explained that they
would then be released for three
months basic training in the mili-
tary, while the department applied
through the exemption boards for
their release immediatelv thereafter.

The Manpower Board has given
the department a blanket concession
to apply directly to the military ex-
emption board for exemption of “key
personnel”. .

PFP leader Dr Frederik Van Zyl
Slabbert has criticised this move,
saying it was unfair that only state
departments were given this type of
access to the board, as “in terms of
certain crucial skills and jobs, the
Defence Force and the private sec-
tor will always be in competition”.

. -
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“srEALTHY

- RONANZA

$HE huge fuel increases announced this week repre- ,,‘,
sent “a tax bonanza by stealth”
fers. the Progressive Federal P

This was because the
government's increased
receipts from GST on
fuel sales would range
between R160-million
and R200-million a year.
a PFP spokesman on
aineral and energy af-
fairs, Mr Roger Hulley,
said in a statement yes-
terday.

The government's total
income from GST on fuel
during the 1983/84 finan-
cial year when GST was 6
and 7 percent was
R241,6-million.

This figure would have
increased with the rise
in GST to 10 percent. and
with the latest price in-
creases, the govern-
ment's annual receipts
would jump to about
R500-million.

Mr Hulley said this
massive increase would
acecrue to the govern-

ment at the expense of
the consumer

“The point is that the
fuel-price increase
which has been an-
nounced will not all go
towards offsetting the in-
T ————
@ Big rise in cost
of boat fishing
© Govt must go,
say angry callers

PAGE 11

T —————————
creased cost of importing
crude oil — a substantial
shice will simply be paid
over to this government
through the 10 percent
GST mechanism.

“This is a further tax
rip-off of the consumer.”
Mr Hulley said the gov-
ernment should have ap-
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for government cof-
arty has eharged.

phied this extra revenue
towards reducing the
huge extent of the latest
price increase.

® The Transvaal
Indian Congress (TIC)

has warned that the pet- [
rol-price rise created a |

situation with all the po3

tential for further social |

and political upheaval.
Iturged commerce and,
industry to be cautious

about passing on the in-

crease to the consumer. -

In a statement issued
yesterday, the TIC said it
viewed the massive rise
with “the greatest shock
and dismay”.

The TIC said the blame
lay not merely with “the
government’s grave mis-
handling of the econo-
my” but was also the re-
sult of its desperate
attempts to bolster the
homelands policy, to
meet the ever-escalating
costs of apartheid and to
provide for the “ruthless
suppression” of SWA/
Nambia.

Further rises

Meanwhile, South Af.
ricans vesterday braced
themselves for a bom-
bardment of further
rises — including foods,
public services and
transport.

While .shockwaves
swept through all sectors
of business and industry.
South Africans were
told:

® Food prices across a
broad spectrum would go
up — some almost imm-
ediately.

© South African Trans-
port Services tariffs, in-
cluding rail passenger
and air fares, were to be
raised.

The PFP’s finance

spokesman, Mr Harry]

Schwarz, emphasized
the need for extzeme
caution in raising urban
commuter rail and bus
fares.

Referring to the vio-
lent reaction in the past
to higher transport fares
for black commuters, he
said: “This is a highly-
sensitive and disturbing
aspect of the higher fuel
prices — the effect on

black workers' transport

costs.”

Gas also up

® The price of gas. oil
and other petroleum-re-

lated products increased |

yesterday.
Liquified petroleum
gas (LPG) went up by 21

percent, and popular}

grades of lubrication oil
by a similar percentage.
Mr Chris Phillips,
general manager of Easi-
gas, said consumers
would pay 23¢ more per
kilogram of gas.

w




and Swiss systems to bankers to allow
them to do their sums and supply feed-
back.

Some baukers believe the Reserve Bank
will follow an amalgam of British, Dutch,
and to a lesser degree, Swiss systems in set-
ting their ratios. .

The certain capital ratio requirements
could have a significant impact on the mar-
ket place.

“Applying capital requirements to any
one of the areas which are currently ex-
empt could have some startling results,”
says one banker. “If, for example, a 10%
requirement was placed on offshore loans,
the forward market could be seriously
affected.”

“Also the ratios implemented could lead
to drastic changes in the mix of assets held
by banks,” he adds.

However, the climate for negotiation
seems good and it is believed the Reserve
Bank and commercial banks have struck a
compromise on one important aspect so

TAX REFORM

The magic

The expenditure tax, widely acclaimed in
the West, is arguably the world’s fairest,
simplest and best tax of all. The Margo
Commission, which is investigating the tax
system, could do a lot worse than recom-
mend such a tax. It would mean fundamen-
tal reform, something every taxpayer
wants, and the SA tax system could become
a model for every nation to follow.

The expenditure tax is something of a
misnomer. It implies levying tax indirectly
on consumption, as is the case with general
sales tax (gst). In fact, the expenditure tax
defines all funds received by an individual
as taxable.

Funds received include not only cash,
such as salary, dividends, royaities and so
on, but also imputed cash receipts, such as
gifts and fringe benefits. Even loans are de-
fined as taxable funds, but loan repayments
(both capital and interest) are savings and
are tax-deductible.

Nothing can be deducted from taxable
funds except that cash which is placed in
savings. So if an individual spends all his
cash on booze, cigarettes and entertain-
ment, his total income will be taxable. If he
places every cent he receives in bank
deposits, he will not pay a cent in tax.

The tax is exacted on expenditure on
items that a taxpayer takes out of the eco-
nomy (consumption), and not what he puts
into it (savings). In a nutshell, a taxpayer
under an expenditure tax system would be
able to complete his tax return on the back
of a postcard. Apart from savings, there
are no exemptions, deductions, abatements,
rebates, special cases, and so on.

In every sense, the expenditure tax com-
plies with all the requirements of a good

44

far.

The talk is that capital requirements will
no longer be phased in over five years on a
rigid basis as envisaged in the draft Bill
Rather, the requirements against assets
and risk exposures will initially be set at
modest levels and gradually increased over
an unspecified period of time after consul-
tation with the banks.

One important aspect that needs to be
cleared up according to bankers is the need
for uniform bank reporting because banks
regard certain categories of assets differ-
ently.

Given that banks have to strenghen their
capital base a number of instruments are
available to them.

“Banks in SA do have surplus capital in
the form of retained earnings,” says one
banker. However, if banks run short, the
draft Bill has made allowance for the issue
of subordinated debentures, within certain
limits which have not yet been finalised.

There is also the possibility of a rights

expenditure tax 3

tax system. In short, these are: correct in-
centives and economic efficiency; equitable
distributional effects; simplicity, minimal
costs of administration and compliance;
flexibility and stability.

The expenditure tax was recommended
by Britain’s Meade Committee, chaired by
Nobel economics prize winner James
Meade. It found that there were serious
difficulties in defining an individual’s in-
come satisfactorily for tax purposes, par-
ticularly for treatment of windfall receipts
and different kinds of capital gains. Other
examples abound. A house that is paid off is
worth the imputed rent that it would earn if
it were leased t0 a third party, but this is not
conceived as income. .

Meade determined that taking expendi-
ture on consumption instead of income as
the taxbase involved far fewer definitional
problems of income. Dubbing it the Univer-
sal Expenditure Tax (UET), Meade pro-
posed that, of fundamental importance to
its effective working, would be the registra-
tion of assets into which cash payments by
a taxpayer would be exempted from tax.

Registered assets would include most of
the traditional savings such as housing,
bank and building society investments,
Krugerrands and so on. What may be more
difficult to classify as registered assets are
items like a bank current account, cash, or-
dinary personal consumption goods, a
Rembrandt painting or a Ming vase. Also,
certain socio-economic expenses, such as
medical expenses, may need to be classi-
fied as ‘savings so they can be deducted
from taxable funds received.

But the vast majority of traditional in-
vestments could be registered, and many

issue to raise capital, but this could raise
interesting problems for Standard and
Barclays, which are controlled by parent
companies overseas. These parent com--
panies would have to match any issue to
retain control over their South African
operations.

Some important issues remained unan-
swered. Of course the most important ques-
tion is: will the market be able to absorb,
not only increased capital needs from .
undercapitalised banks, but also building -
societies which will be offering rights is- .
sues, as early as next year? N

However, one fact that cannot be avoided _
is that the banks’ assets and liabilities have
been growing and capital requirements .
have not kept pace. .

Ultimately what the Reserve Bank must
be hoping to do is slow down the rate.
growth of the banks’ assets without hamper-.:
ing their profitability together with a
gradually raising the capital base to the
Jevel eventually laid down.

assets, such as coins and banknotes, would:
simply have to be classified as de-regis-
tered assets for administrative reasons
alone. In the same way, borrowings could
be registered or deregistered, although it
might be necessary to put some restriction’
on the use of deregistered borrowings
which taxpayers would use to invest in reg-
istered assets; thereby securing a tax
credit. S

The UET does away with problems such .
as the vexed definition of income, capital .
gains, inflation and indexing. Its principle
can be extended to business enterprises so
that personal and corporate taxes mesh in .
one refined system. .

A UET considerably widens the taxbase.;
by including a much wider range of items:
in income than is the case now. The rate:
used could either be a flat rate or a table of’
progressive rates found in the present sys-
tem. Of course, a UET does not preclude
the existence of other taxes, and imposts
such as gst, excise and customs duty could
remain in place.

The UET would not displace the pay-as- -
you-earn system. Inland Revenue could
publish estimates of what savings levels
different gross income earners are likely to.
achieve, and extract a monthly tax from
their employers. Individuals with more
complex tax profiles could make self-as-,
sessments and pay on a provisional basis.

Any extension of the tax system for indi-
viduals must, of course, take account of the
corporate tax system. But, by its very na-:
ture, the UET can be easily extended to the:
corporate tax system. From a company’s
outflows, whether spent on real items (land;
machinery, inventories inanciai:
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are brushing up on its figures to ensure the
banks’ willing co-operation.

“The last thing the Reserve Bank wants
is an explosion on their hands,” says one
banker,

Sources say the capital ratios for more
common types of assets will vary from be-
tween 2% to 6% and bad and doubtful debts
and non-performing loans will probably re-
quire full capital coverage.

The exercise is fraught with difficulties.
Not least of these is the extreme difficulty

of categorising assets according to their
risk and substantial variation will have to
be allowed within categories,

“If Reserve Bank officials are not care-
ful they could end up with an enormously
complicated system that would only be
manageable by supervisors who move in
and have to pass Jjudgement,” says one
senior bank source,

“And whatever is decided, someone will
always be offended and inevitably some
will ask for exemptions,” he adds.

It appears as if the Reserve Bank has
taken the only solution — to Ppostpone mat-
ters and write into the draft Bill that the
finer details will be laid down by regula-
tion. Once the Bill is passed the Reserve
Bank will negotiate with banks on an on-
going basis.

The phasing-in period and method is seen
as the crucial issue,

The Reserve Bank has done various
exercises with different ratios and last
vear circulated models based on the Dutch

LOU WILKING

“The overall state
of the economy
and the extreme
measures taken by
the government
cast doubt on the
ability of the coun-
try to manage its
own affairs.”

£ ]
Tough words, particularly when they
come from a foreigner, General Motors
SA MD, Lou Wilking,

FM: One of the extraordinary things
about your recent speech was that you
speak as a foreigner.

Wilking: It's true. I am a foreigner.
But I've lived here since 1977; I've
buried my wife and my mother from
here; I've raised my family here and
married my second wife from here. I'm
currently president of the Midland
Chamber of Industries and a past presi-
dent of the National Association of Auto-
mobile Manufacturers of SA (Naamsa).
I think I am as much a South African as
a lot of other people.

Are your views representative of other
foreign companies operating in SA?

I can't speak on behalf of others, but

I've certainly had support for my views
from a lot of people, including managing
directors of other multinationals,
What prompted the strong views you ex-
pressed in your speech to the Institute of
Cost and Management Accountants?

The disinvestment issue is getting so

. critical that we need a clear statement
by the SA government saying what
they’re going to do, when they're going
to do it and, by God, they must do it.

The politicians have to quit making
statements, such as on the opening of
CBDs to all races, and then letting it drag
out,

Even so you must feel the pressures are
getting enormous,

Absolutely. General Motors has had
shareholder resolutions on SA since
1971, none of which have been passed,

and will face one again in May from the
state of New York. A number of states
as well as cities and universities, all big
investors, are now prepared to risk po-
tential returns on investments by doing
away with their stocks in any company
which does business here.

You must understand the total United
States citizenry has very deep-seated
feelings about racial prejudices. One can

Disinvestment issue critical

say there have been substantial changes,

here. For me the most meaningful
change is that blacks are now allowed to
own their homes in the cities beause
that says they belong where
Americans say that’s all fine
but is it true you can’t sleep
woman?

Now, you throw that ifi with economic
mismanagement apd you've got no
pluses. In the past 8A was considered a
pretty solid sopt’ of place. However,
when you look/t the final litany of re-
sults of recefit economic management
= interesf/fates up from 7% to 25% in
four yege§, the value of the rand down
by 60%/in two years, a government that
employs 62% of all whites and increases
their salaries by 30% in a year of a
major recession, gst up from 6% to 10%
in less than haif year — what do you
say?

These are more recent events, One gets
the impression your lack of faith goes
deeper.

That’s right. Let’s g0 back to the first
fundamental: gold is a figment of some-
one’s imagination. Number two: because
of apartheid we duplicate facilities, peo-
ple have to live out in the boonies and
ride trains and buses to work and we've
8ot to subsidise Mr Schoeman’s Trans-
port Budget. And then to the grander
plans: Atlantis Diese] Engines is an ex-
ample. It cost R600m to build and in my
opinion creates a R300m cost penalty
every year and in the year 2000 we're
going to be 20 years behind everybody in
technology.

The Saldanha facility cost some

ce—

“~face to

R850m and they’r incurring losses of
about R150m whith gets lost in Iscor’s
budget and puShes up the steel price
when that railway line could have been
built to Peft Elizabeth, where we have a
harboyr for R80m.
Wl;}/should our approach he?

We should be looking at the type of

Andustries suited to the current capabili-
- ties of the mass of the people. I'm look-

ing at the Taiwan and Korean type of
approach, making T-shirts and tackies.
And you've got to cull the public sector
and put a choke-chain on every minister.
If he overspends his budget, he’s out.
And maybe we should look at the
losses on some of these big projects and
maybe we should shut them down. Take
the savings and build the houses and the

‘schools that are needed. That in itself

will generate jobs and the demand for
door frames and bricks and the things
we can make.

Are you saying the disinvestment pres-
sure combined with unfulfilled political
promi and mi g
ment means things are getting so bad
it’s no longer worth staying here?

Let’s get this straight. We're staying
here all right. For me SA has the most
interesting set of opportunities in the
world. There are some of the rarest min-
erals, a First World infrastructure and,
its biggest asset, employable people. But
there has to be change. We have to get
this political thing sorted out. The soon-
er we do it, the sooner we’ll show what
this country’s promise is.

You're on record saying you would he
interested in a South African partner. Is
that not a way of disinvesting?

Who would want to buy into the auto-
mobile business in SA when we've got
the enormous excess capacity? There
ain’t any money to take home. However,
by getting a partner you may get a
better capital structure and, from a
networking point of view, it wonld make
sense to give South Africans a stake in
the company.

- =
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items (loans and dividends) are deducted
all inflows (mainly sales).

If there is a cash excess at the end of any
given period, it can go to only three places:
reinvestment in the business (thereby es-
caping tax), shareholders, or the taxman.
So individuals would not invest in com-
panies unless cash can be extracted from
them — a far cry from the current system.

As the cash crosses from the corporate
sector to individuals, the taxman strikes. If
both individuals and companies were to be
taxed on the cash-flow UET basis, the tax
rate on dividends would have to equate the
personal tax rate levels. A rate slightly be-
low personal tax rates could be justified to
stimulate investment in economic enter-
prises.

In the final analysis, there would be a
fairer share of the tax burden because of
the bigger net. By its very definition, the
UET makes inflation accounting for com-
panies irrelevant.

People artd p pay tax b
they have the cash. Post-tax and pre-tax
returns on all investments are equalised, so
one sector would not be favoured above
another by the tax systemn.

And, significantly, all companies would
pay the same tax rate — the official rate.
Further, the much vexed area of capital
gains is pushed to the wayside as all invest-
ment in “capital” assets can be deducted
from income, and all sales are taxable.

The treatment of pensions, trusts and
close corporations would be simplified by
this handling of capital gains in eliminating
the many distinctions between capital and
income and in greatly simplifying the prob-
lems arising from inflation.

Problems with a UET include the transi-
tional stages of implementing the tax,
which opens the door to tax dodging. A tax-
payer who has hoarded Krugerrands over
the years could wipe out his tax liability by
declaring that all his funds for the period
have been invested in the coins. But then
Inland Revenue could ask for receipts of
payment and check purchase dates.

Other implementation problems include
relationships with foreign countries and,
perhaps the most important of all, the rev-
enue effects. Estimates of how much a
UET would raise compared with the
present income tax would be nigh on im-
possible to make.

But if the UET estimate proves to be too
low, gst is always there as a back-up, and
the government could explain that the new
tax system is likely to give teething
problems.

But what has been noted as an essential
for a UET system, full Inland Revenue
computerisation, already exists in SA. So
there is no reason for why the tax system
should not be implemented here. If it is, it
will be a world first and ‘a milepost in
man’s economic history. For it is likely that
one day, every country in the world will
have the universal expenditure tax. Tax-
payers should expect nothing less.

CASTING A WIDER NET

As illustrated below, the expenditure
tax uses only cash flows as its tax base.
Thus the formulas and rates to deter-
mine the taxable values of building
society interest and dividends earned,
used for the present tax system (not
shown here), are superfluous.

Moreover, some of the most vexed
questions of our current tax system are
avoided. For example, Mr X is probably
taxable on his share dealing because he
did not hold the shares for very long. If
he had held them for several years, the
profit would probably not be taxable,
being a capital gain.

The table also shows that the expendi-
ture tax casts a much wider net, taxing
capital gains and loans raised by the
taxpayer.

The only way the taxpayer can avoid
tax is by cutting expenditure on consum-
ables and putting as much cash as possi-
ble into registered assets.

The taxpayer in this example needs to
pay a flat rate of only 20% to pay the
same tax payable under the present sys-
tem. But under the present tax system,
Mr X has to live with the perception
that, above R40 000, half of every rand in
extra income is going to the taxman.

For perceptions, 20% is a lot better
than 50%, when the same revenues are
raised. The Meade Committee reckoned,
however, that the actual (that is, aver-
age, not marginal) tax rates required to
raise the same revenues as before would
probably have to be higher than under
the present system.

EXPENDITURE TAX vs PRESENT TAX SYSTEM

Effact: Presant
Expenditure Tax
Tax System
Mr X, married with two minor children,
undertook the foltowing transactions
during the latest tax year.
He sold shares bought last tax
year for a profit of R3 281. This was 3281 i) 32811
mnvested in Other Shares. .........occoeververiiinrnnne 3281 (s}
Dividend receipts for all ,
shares were R4 261 4261 0] 2841
NET TAXABLE AMOUNT .. 4261 {A} 6122
His buitding society account yielded .. 1732 W
interest of R1 732. This was reinvested. 1732 {s) 1632
NET TAXABLE AMOUNT o {B) 1632
He paid R2 000 in life assurance
premiums and R8 000 towards 2000 (s}
his retirement annuity fund. 8000 (s} —8 000
His bank deposit paid interest 2122 0] 2122
NET TAXABLE AMOUNT . -7878 (c} —5878
His salary for the year was R 70733 [0} 70733
He sold his 10-year old house
which cost R20 000 for R150 000. 150 000 [0]
He bought a R100 000-townhouse. .. 100 000 (s)
Standard ded —300
NET TAXABLE AMOUNT .........ccooorvnriiin 120 733 {D) 70433
He raised a R25 000 foan for his 25000 i)
wife's business, and repaid R2 000 2000 {s)
NET TAXABLE AMOUNT 23 000 {E}
He paid R12 832 (capital and interest)
on the family's holiday cottage. 12832 (s}
NET TAXABLE AMOUNT ... —12832
Total amount taxable (A to F).. 127 284 72309
Tax payable according to expenditure tax:
21,8% x R127 284 = R27 780.
Note: i is for income, s for savings
TAX PAYABLE
ACCORDING TO PRESENT SYSTEM
On R40 000 ................... : R12 360
On R32 309 {at a 50% marginal rate) 16 155
72309 28515
Less rebates
Primary {460)
Child (2 x 100} {200}
Insurance { 75)
TAX PAYABLE R27 780

Source: Kessel Feinstein
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77. Mr A SAVAGE asked the Minister of

Co-operation and Development:

(a) How many new work opportunities

()

Mining Corporation ... ...
South African Develop-
ment Trust Corpor-
ation................
Shangaan/Tsonga Devel-
opment Corporation ..
kwaZulu Development
Corporation .........
Lebowa Development
Corporation .........
Qwaqwa Development
Corporation ........
KaNgwane Economic
Development Corpor-
ation................
kwaNdebele National
Development Corpor-
ation................

®)

Mining Corporation .....
South African Develop-
ment Trust Corpora-
Hom.....oooiiiiiinn.s
Shangaan/Tsonga Devel-
opment Corporation . . .
kwaZulu Development
Corporation. .........
Lebowa Development
Corporation..........
Qwagwa Development
Corporation..........
KaNgwane Economic De-
velopment Corporation
kwaNdebele National De-
velopment Corporation

were created for Blacks in each employ-
ment sector by each of the development
corporations in 1983-84 and (b) what was
the cost per opportunity in each sector?

The MINISTER OF CO-OPERATION,
DEVELOPMENT AND EDUCATION:

Commerce, .
S, e A T
— — — 24 — —
216 — 742 — 1950 66
. 349 900 - —_ - —
253 3805 — - 236 —
105 1366 207 —_ 290 —
316 17113 . — — 134 —
197 289 49 — 878 —_—
196 — 51 — - -—
1632 8073 1101 224 3488 66
OcEBm—dm. R
wwm_“gm Scrtement ingusries Mining ALY TS
R R R R R R
— — _— 40 000 — —
11000 — 18900 —_ 4000 15700
2715 10800 — _ —_ —
7676 6751 —_ ' —_ 4240 —
12941 3999 732 — 3572 —_
15820 7600 —_ -— 12556 —
2504 22000 2500 —_— 6249 —
5780 — 910 — — —

The kwaNdebele National Development
Corporation Limited was established on
1 October 1983 and started functioning on

umncﬂ-wﬂ_ 1984. Q« &\vﬂ_ﬂ

Persons removed from Sandton
area/Alexandra Township _ .
123/ 8)
" Mr D J DALLING asked the Minister

of Co-operation and Development:

(1) How many Black persons were re-
moved to the (a) national states and
{b) independent Black states from (i)
the Sandton area and (ii) Alexandra
Township in 1984;

(2) how many of these persons (a) mov-
ed voluntarily and (b) were removed
Mc by decree, (i) by court order and
iii) in terms of other legal provis-
ions?

The MINISTER OF CO-OPERATION

AND DEVELOPMENT:

(1) (a) Oneto KwaZuiu.
(b) None.
(i) One.
(ii) None.
(2) (a) None.
(b) (i) None.
(ii) One.
(iii) None.

.l o
40. Mrs H mCNgwlm Mw_nwa the Minister

of Co-operation and Development:

@@w«gﬂ&%ﬁ%ﬁ

What was the total number of houses
built for Blacks in the 1983-84 financial
year in each of the (a) nine main urban
areas and (b) (i) urban and (i) non-urban
areas of each national state?

The MINISTER OF CO-OPERATION

AND DEVELOPMENT:

(a) Pretoria ...
‘Witwatersran
Bloemfontein .
Pietermaritzburg .
Cape Town. ...
Durban . .
Kimberley . .....
Port Elizabeth .. ...
Vereeniging/Vanderbijlpark/

Sasolburg ............oen

(b) (i) KwaZulu.
KaNgwane
Qwaqwa. ... ... .
Lebowa ..... B 120
KwaNdebele .
Gazankulu. ............ 230
South African Devel-
opment Trustareas ..... 212

meh

(ii) Unknown.

Heann
@%ﬁﬁé 12305
167. Mr H H SCHWARZ asked the Min-

ister of Finance:

How many taxpayers in each income
category in respect of the 1983-84 tax year
were (a) White, (b) Coloured, {c) Indian
and (d) Black?

The MINISTER OF FINANCE:

The statistics relate to the period 1
March 1984 to 31 December 1984 and are
not complete because * 23 per cent of in-
dividual taxpayers have not yet been as-
sessed.

(@) ®) (€)
18 (08 144 310
46 686 12278 4763
36 694 5228 6 595
33242 7290 6379
35722 12690 11 880

—
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R 3001 — v Y Y
R 301—-R 4 %m 43 993 13841 1 Aw%
R AWI—R son0° 53 447 14671 14523
R SUi—R &0 50 183 14 600 13762
R So0i—R 7000 62 938 15 766 12953
R Z0I—R o0 64 679 16275 10 852
R SR 000 64-659 14 181 9298
R oo —R 10000 63 255 11 336 7551
R 10001 —R 12000 122 505 15 947 10 295
R 12001 —R 14 000 120 638 10 145 7148
R 12001 —R 16000 120 412 6 630 4987
Risoot—R 1o 112 762 4128 3029
Risooi—R 20000 99 456 2682 2240
R 20001 — R 22 000 83 555 1698 1645
RZOM—R 28000 68 004 1051 1208
R2400—R 26000 53096 697 895
R 28001 — R 30 000 . 31 000 260 i
mwmmmwlm 32 000 wwwww 9 wmw
R320i—R 0. 17832 131 354
R 36 001 — R 38 000 i 308 fid oon
R 38001 — R 40 000 . 8 100 % Fi
TR Bp 8
R 80001 — R100 000 .. " RO S 10 g
R100 901 — R150 000 . | 7 g %
RI50001andabove .. ... . "' S w WWN w £
7
182624 147 900

(d) None. The statis

tics at my disposal relate only to tax levied under the Income Tax

Act, 1962, which Act was not applicable to the income of Blacks in respect of the

1983/84 tax year.

Company tax
168. Mr H H SCHWARZ

ister of Finance:

lected from (a) mining and (b) non-minin,

asked the Min- companies in (i)(aa) Novemb
er and (bb
Wmmwicon of 1983 and (i) each Mﬂiv@cm
What amount in company tax was col- .
The MINISTER OF FINANCE:
(a) (b)
Mining Non-mining
R R
e R177317199 R117673017
.. e . 57008 539 225588 896
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(a) (b}
Mining Non-mining

R R
(ii) January1984............. ..o 2361917 396293 982
February 1984 .. 538 368 160 220063 145
6276923 375514085
18 508 R66 243 209 601
139090 811 113082762
72284338 259814613
July1984 ....... 6728212 516239 468
August1984 . ... 599415126 214274428
September 1984 . 10012651 338736393
October1984 ............ooiiiiniiiiia.., 3215198 340872 621

The data for November and December
1984 are still being processed and are,
therefore, unfortunately not yet available.

Centres for adult education

194. Mr K M ANDREW asked the Minis-
ter of Education:

Whether any centres for adult education
(a) administered and (b) subsidized by his
Department were closed in 1984; if so, (i)
which centres, (if) when were they closed
and (iii) how many students were attend-
ing each such specified adult education
centre (aa) in 1984 and (bb) when it was
closed?

The MINISTER OF EDUCATION:
(a)and (b) None

It is not the policy of the Department to
close any centre. There were centres
which became inactive due to lack of in-
terest,

Teachers

195. Mr K M ANDREW asked the Minis-
ter of Education:

How many persons studying to become
(a) pre-primary, (b) primary and (c) sec-
ondary school teachers (i) were enrolled
in and (i) qualified as teachers from each
specified teacher training institution falling

HoA

under the control of his Department in
19847

The MINISTER OF EDUCATION:

Teacher Training College

Transvaal (a) (i) and (ii) None.
(b) (i) 157.
(ii) 69.
(c) (i) 656.
(i) 232.
East Rand (a) (i) and (ii) None.
(b) (i) 125.
(i) None.
(c) (i) 337
i) R
Soweto (a) (i) 70.
(i) 11
(®) (@ 253.
(i) 41.
(c) (i) 458.
(ii) 166.



’

ax

T
TAX REFORM

A programme of sweeping tax reforms
could start in the next fiscal year (1986-
1987) if the Margo Commission has its way.
This may be small consolation as taxpayers
brace themselves for the forthcoming Bud-
get, but it is quite clear the commission
means business.

Speaking in Johannesburg this week at a
SA Fiscal Association lecture, Judge Cecil
Margo, chairman of the tax commission, in-
dicated that interim recommendations
would be presented to the Finance Ministry
during the new fiscal year, though the final
report was not due until mid-1986.

He voiced concern about tax avoidance,
suggesting another R1 billion could be
raised simply by employing higher quality
staff costing, say, R15m/year in remunera-
tion packages. Such revamping of the De-
partment of Inland Revenue would go
hand-in-hand with meaningful tax reform.

One of the prime objectives is the overall
reduction of the tax burden, which may be
achieved by casting a wider tax net, which
could mean the introduction of some new
taxes.

Talking for the first time of the options
open to the commission, Judge Margo
made it clear much was to be done before
recommendations could be finalised. How-
ever, points discussed gave some clues of
the tax reform programme he has in mind,

These include the indexation of income
tax rates, separate taxation of married
couples, the introduction of both value add-
ed tax (Vat) and capital gains tax.

The indexing of tax rates would elimi-
nate the vicious effects of fiscal drag or
“bracket creep.” Simply put, tax would be
reduced by the rate of inflation.

" Pressures to abolish the joint taxation of
married couples has put the issue near the
top of the commission’s agenda. “We should
shift up and make way for women,” says
Judge Margo, even though this would lose
the fiscus some R400m on current es-
timates.

Vat, which could replace, or work along-

side gst, appears to have great attraction.
As its collection is spread over several
transactions between the manufacturer
and the retailer — each time value is added
— there is less likelihood of avoidance. Gst,
in contrast, is collected only at retail level,
often by small unsophisticated traders who
are sometimes reluctant to hand all of it
over. .
The loss of revenues from gst evaders is
massive, Finance Minister Barend du
Plessis is on record as saying that if gst is
working at an 80% efficiency, it is accept-
able. This implies a revenue loss of R1,5
billion for the current tax year.
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The commission may also recommend
sharpening the teeth of the Income Tax
Act’s penal provisions. Increasing both the
length of prison sentences and the maxi-
mum fines are being considered.

Another possible extension to the Act’s
penal sanctions concerns the penalties to be
paid by a tax evader. The costs of the tax
investigation may also be put on the offend-
er, in addition to the higher fines. And audi-
tors and accountants may face tougher
disciplinary measures for understating tax-

Judge Margo ... raising vital
issues

able funds.

A capital gains tax, which was recom-
mended by the Franzsen Commission in
1970, and is found in almost all tax jurisdic-
tions, is “inevitable,” with certain exemp-
tions, such as housing sales. But ‘all tax
sources are under investigation, including
even seemingly innocuous taxes such as li-
censing fees and road tolls.

Other vital issues raised by Judge Margo
were: deferred tax; the unitary tax system
(which taxes a company on its world in-
come); the problem of transfer pricing used
by some multinational companies; the inci-
dence of double taxation; and the effects of
taxes on a combined First World-Third
World economy. .

The judge mentioned also the recovery of
taxes that are not being paid by the “black

the economy

economy” (such as a waiter who never Ge-
clares his cash tips); a cross-reference sys-
tem (such as for dividend payments and
receipts) to allow higher recovery of taxes;
and abolishing of allowances for both busi-
nesses and individuals, replacing them with
direct subsidies that are easier to monitor.

Sinee its appointment last year, the 14-
member commission has been beefed up by
the appointment of five full-time and eight
part-time advisers. It also has specialist re-
searchers and writers. The commission will
continue to make interim reports to the
Minister of Finance, and will make sugges-
tions for improvements to the Commission-
er of Inland Revenue,
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By GERALD REILLY
Pretoria Bureau
THE cost to the South Afri-
can taxpayer of the coun-
try’s vast apartheid bu-
reaucratic machine
increased by a staggering
229% between 1978 and the

end of last year.

And, between December
1983 and December last
year the State’s salary bill
mushroomed by nearly
R1 000-million to
R3 737572 000.

Soon after taking office
as Prime Minister in Sep-
tember 1978, Mr P W Botha
promised a leaner and
more efficient public ser-
vice.

Observers say whether
the service has become
more efficient is an open
question, but certainly it
has grown progressively
fatter, and vastly more ex-
pensive in the past six
years. :

The number of State de-

artments were slashed
rom more than 40 to 21 as
one of the moves to elimi-
nate overlapping and dupli-
cation and raise efficiency.

However, this failed to
slow down the dynamic in-
crease in personnel in de-
partments.

In 1978, it cost the coun-
try R1136928000 to pay
301 889 Central Govern-
ment workers.

By last year the cost had
exploded by 229% to a mas-
sive R3 737 572 000.

And, by the end of 1984,
the number of Central Gov-
ernment employees had in-
creased by nearly 100 000 to
400423 — and increase of
32,64%.

The biggest single in-
crease in the salary bill was
in 1984.

1t was geared to make
the service more competi-
tive with the private sector.

Towards the end of last
year it was announced that
salaries in the public ser-
vice would be frozen during
| the 1985/86 financial year.

At the time, the Public
Servants’ Association ac-
cepted the freeze provided
it did not again mean an
opening of the gap between
pay in the service and the
private sector.

According to the Central
Statistical Service's figures
“sundry statutory bodies”
employed 23 508 in Decem-
ber, 1978, and paid them
R113592 000 for the year.

By 1984 there were 30 059
parastatal employees who
earned R427 922 000 in that

year. .
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Number of public
servants at the
end of each year
in thousands

| Total pay
packet. for -
each year
in R-billions

The

taxpayer's burden
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Mo A 12> (85 "t ENM M_Muwwwavmowhw Wn_mm in each employ- The kwaNdebele National Development What was the total number of houses
Con r A SAVAGE dsked the Minister of corporations :w, Gmnu ww the development 3 Corporation Limited was established on built for Blacks in the 1983-84 financial
operation and Development: the cost -84 and (b) what was  § 1 October 1983 and started functioning on year in each of the (a) nine main urban
@ H per opportunity in each sector? 1 February 1984. areas and (b} (i) urban and (ii) non-urban
OW many new work opportunities Um.Hr<mw W%Wuwﬂmx OF CO-OPERATION m.m__mo_.u —.@M._r...ﬂ.wn ?mw—u mﬁwﬁkﬂ_ .:m;ﬂ areas of each national state?
MENT AND EDUCATION: area/Alexandra Township The MINISTER OF CO-OPERATION
A (@ Commerce, 12/21873 AND DEVELOPMENT:
Services Industri , “Mr D ] DALLING asked the Minister
and mmEMw—MMM_” i w.:w: Mining Agricul- Trans- of Co-operation and Development: (a) Pretoria .........ccoeiniinn 36
Housing Industries ture  port Witwatersrand. . 6189
Mining Corporation (1) How many Black persons were re- Bloemfontein 1 500
South African Develop- - - 224 — — moved to the (a) national states and Pietermaritzburg . None
ment Trust Oo_.uo_..n (b) independent Black states from (i} Cape Town . 1720
ation.......... 216 the Sandton area and (ii) Alexandra UE‘g: .
Shangaan/Tsonga Devel- - 42— 1950 66 Township in 1984; w_ﬁﬁ_ﬂ._ow S
[ t i ort Elizabe
wﬂm_w“ﬂw Uo.ww%wmﬂumch o 349 900 - — —_ — (2) how many of these persons (a) mov- Vereeniging/Vanderbijlpark/
Corporation 253 ed voluntarily and (b) were removed Sasolburg .......ooeieennn 1788
Lebowa Um<m_o_.uwwmm=. v 3805 - —_ 236 _ ] (i) by decree, (ii) by court order and
Corporation | (iii) in terms of other legal provis- (b) (i) KwaZulu.. 347
Quaqwa Development > 1366 207 — 20 — ions? s
Co i 347
K mz%mmwﬁmvuo o 316 1713 — — 138 — The MINISTER OF CO-OPERATION 120
Development Corpor- AND DEVELOPMENT: KwaNdebele . 1147
ation............ Gazankulu....... . 230
kwaNdebele National 197 289 49 — 878 _ (1) (a) One to KwaZulu. mo::-—.: ._.”)mamw_._ mUo<m_. ”a
me\o_o?:aﬂ Corpor- (b) None opme: rust areas .....
" o196 — 51— - _ £ (ii) Unknown.
Total. ... ] (i) One. . 1L ptann o nm
ofal.............. 1632 8073 1101 24 3488 : Taxpayers 5
66 . 320300 2/3/53
[©)] Commerce. . (ii) None. (N S5SO /<
Services ’ Industrial  Small i 167. Mr H H SCHWARZ asked the Min-
and  Settlement Enﬂinm Mining >mz”._~wu_. HBMT @ (@ None. iser of Finance:
Housing pol : (b) (i) None. How many taxpayers in each income
o~ . R R R R R R category in respect of the 1983-84 tax vear
Mining Corporation ... — - — 000 (ii) One. were (a) White, (b) Coloured, (c) Indian
South African Develop- - - and (d) Black?
: rust Corpora- (iii) None.
tion................ . .
Shamgansonga Divel 11000 — 18900 — 4000 15700 4 ?«wf_ u&esmm bl \ 3/85 The MINISTER OF FINANCE
opment Corporation ... 2715 10800 — & ol 5 The statistics relate to the period 1
kwaZulu Development - - — . Hmw & A Tied the Minister ~ March 1984 to 31 December 1984 and are
Corporation.......... 7676 6751 — - 4 of Co-operation and Development: not complete because + 23 per cent of in-
Hh%&m Uw\a_onama 20 - e 2 dividual taxpayers have not yet been as-
rporation......... .12 sed.
Osm%sm Development 941 3999 732 — 3512 — Ses;
ration. . ... R
Nwz_wa.%wbm Economic De- 15820 7600 - - 12556 - :Awwmwom ?wﬁ Anwa
velopment Corporation 2504 2 46 686 12 278 4763
_nimzn_w_ua_n National De- . 200 2500 - 6249 - 36 694 52728 6 595
e Copin = = I
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N HoA I}.Illr/v
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R 3001 —R 4g
R 4001 —R mooc%
R 5001 —R 6000
R 6001 —R 7009
R 7001 —R 8oop
R 8001—R 9009
R 9001 —R 10 000
R 10001 — R 12 0gp
R 12001 — R 14 0go
R 14001 — R 16 00p
R 16001 — R 18

R 18001 —R 20

R 20001 — R 23

R 22001 —R 29

R 24001 —R 26

R 26001 — R 28

R 28001 —R 30

R 30001 —R 32

R 32001 —R 34

R 34001 —R 35
R 36 001 — R 33 0
R 38001 — R 40 000
R 40001 —R 50 ¢
Wmoooﬂlwmoooo
R 80001 — R10p 000 .
R100 001 ~ R150 00y .|

R150 001
TOTAL

and above

(d) None. The sta
Act, 1962, which
1983/84 tax year,

Company tax

168. Mr H H SCHWARZ asked the Min-

er of Finance:

What amount in company tax was col-

TUESDAY, 12 MARCH 1985

(a) )

43993 13 841

53 447 14 671
59 183 14 600
62 938 15 766
64 679 16 275
64-659 14 181

63 255 11 336
122 505 15 947
120 638 10 145
120 412 6 630
112 762 4128
99 456 2682

83 555 1698

68 004 1051

53 096 697

41 039 457
31040 260
23177 179

17 832 131

13 528 76

10 302 47
8100 36

22 509 93

16 797 49
e 3477 10
A 2977 5
274 3
—_—

1556 438 182 624
—_— ————

tistics at my disposal relate o
X nly to tax levied
Act was not applicable to the income of wﬂmﬂm_,mhrwmmw

147 900
—_—

come Tax
ect of the

_—

lected from () mining and (b} non-minin

companies in (i)(aa) Novemb
& v er and (bb
Gnmmwscmn of 1983 and (i) each month oM

- The MINISTER OF FINANCE:

(i) (a=) November 1983
(bb) December 1983

(a) ®)
Mining Non-mining

R R
treeeeseiino R177317199 R117673017
57008 539 225 588 896

TUESDAY, 12 MARCH 1985

554

553
(a) (b)
Mining Non-mining

R R
(ii) January 1984. . ... 2361917 396293 982
February 1984 ... 538 368 160 220063 145
March1984 ...... 6276923 375514085
April1984 .. ... .. 18 508 866 243 209 601
May1984........ 139 090 811 113082762
June1984 ....... 72284338 259814613
July1984........ 6728212 516 239 468
August1984 ... .. 599415 126 214274 428
September 1984 . . 10012 651 338736 393
October1984 .................. 3215198 340872 621

The data for November and December
1984 are still being processed and are,
therefore, unfortunately not yet available.

Centres for adult education

194. Mr K M ANDREW asked the Minis-
ter of Education:

Whether any centres for adult education
(a) administered and (b) subsidized by his
Department were closed in 1984; if so, (i)
which centres, (ii) when were they closed
and (iii) how many students were attend-
ing each such specified adult education
centre (aa) in 1984 and (bb) when it was
closed?

The MINISTER OF EDUCATION:
(a) and (b) None
It is not the policy of the Department to

) close any centre. There were centres
which became inactive due to lack of in-

terest.
Teachers
195. Mr K M ANDREW asked the Minis-
ter of Education:

1 How many persons studying to become
(a) pre-primary, Acw_ primary and (c) sec-
ondary school teachers (i) were enrolled
in and (ii) qualified as teachers from each
specified teacher training institution falling

HoA

under the control of his Department in
19847

The MINISTER OF EDUCATION:

Teacher Training College

Transvaal (a) (i) and (i) None.
(by (i) 157.
(ii) 69.
(©) (@) 656.
(i) 232.
EastRand (a) (i) and (ji) None.
(b) (@) 12s.
(ii) None.
(c) () 337
(ii) 83.
Soweto (a) 9. 70.
(i) 11
(b) @) 253.
(ii) 41.
(c) (i) 458.
(i) 166.
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By DEREK TOMMEY
Financial Editor

THERE should be no tax in-
creases in Monday’s Budget

the coming fiscal year can
be kept at R30-biilion and
Government revenues are
estimated realistically and
not conservatively, says
Professor Brian Kantor of
the School of Economics at
the University of Cape
Town.

He toldthe university’s Gra-
duate School of Business Asso-'

In view of the spending cits:

IlO ﬂfmi

if Government spending in -

ciation the outlook for the Bud- R
get was not total gloom. e

e xemption.”
vl.v,’iepamvnent of tax e emp

(3 S

leadir)lg to'a recovery in the’ !
economy. 2k

“If the rand holds up, infla--|
tion would also come down in a
year’s time.”

MAJOR MISTAKE

Professor Kantor said he did |
not think general sales tax
would be increased. :

“If the authorities hold down
their spending,.an increase-in (.
sales tax should .not be necess-
‘ary.” : o

There had been some flirting |~
with the idea of bringing food.
back into GST and holding |.
down the average tax rate.

“I think excluding food from
-GST was.a major mistake, It {.
smeant the opening, of another

already announced it

in 1985-86 would be around
| B30-billion, which. was. 10 per-
“Cent higher than the current
year’s figure. .

of R26,5-million.

 Thus it would have to borroiy
R3,5-hillion and would not have

to put up taxes, which would be

be some: tax relief to allow for

‘the effects of ‘inflation, °

A - “What would be éven-hetter
would be a belief- among. the

der control, that opportunities
for tax reform were being tak-
sell offthe public corpo
were also beinig taken,

v e v .

peéar:comparative
exic‘om;aging them to
M ) N ¥

B R

s

possible Government spending =

* If the Governiment estimated: | -
its.income realistically he'be- |
lieved it could expect reventies-| .
‘good- news,  There ‘might "even- |-

- 2 TAX REFORM. - ;. | -
public that expenditure was un- |”

°| ‘'en, and that-'bppoxjtdnitie§‘ 0
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By DEREK TOMMEY
Financial Editor.
CHANGES in company tax-
es announced. i the last
Budget are starting to pro-
ducea rich haul for; the
Treasury. Conipany
show that taX paymerits by
many companies are signifi-
cantly higher than a-year
ago — even when their pre-
tax profits are significantly

lower.

In his Budget speech last
year the then Minister of Fi-
nance, Mr Owen Horwood, in-
creased the rate of company
tax, changed the regulations
governing investment and ini-
tial allowances and stopped the
“last in, first out” (Lifo) method
of valuation of stocks for tax
purposes.

These changes followed the
discovery that many compan-
ies, by taking full advantage of
the tax concessions, were pay-
ing nowhere near the 50 per-
cent company tax rate.

It was found that manufac-
turing companies on average
were paying only 20 percent of
their profits to the Government
and commercial companies
were pq'yig‘g only 30 percent.

An analysis of recent com-
pany figures shows that the
changes in the tax rates have

-~

ompany tax ch

resulted in a sharp increase in
tax payments by many com-
panies. But the figures also
show that there are a great
many companies whose tax
rate is still nowhere near the
50 percent figure.

A good example of how the
new rates are affecting com-
panies is to be found in the
Foschini profit figures for the
1984 financial year issued to-
day.

They show that Foschini’s
tax rate rose from 42,3 percent
in 1983 to 48,9 percent last
year. As Foschini’s profits also
increased significantly, the
overall effect was that Fos-
chini’s tax bill rose 36,1 percent
from R13-million to R17,7-
million.

Another local company, Cape
Wine and Distillers, has also
had to increase its payments to
the Treasury sharply. Although
its profits last year were virtu-
ally unchanged at R53,9-mil-
lion, its tax bill soared 25,2 per-
cent from R23,8-million to
R29,9-million, with its tax rate

increasing from 44,4 to 55,5 .

percent.

MORE THAN DOUBLED

Metair, an engineering and
trading company, was fortu-
nate enough to increase its
profits last year from R11,2-
million to R18,6-million. But
—~
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the directors’ joy must have®
evaporated when its tax bill~
more than doubled from R4,1-
million to R9,6-million and its
tax rate went up from 36,7 to
51,6 percent.

However, a manufacturing
concern BTR, was able to hold
down its tax rate in 1984 at 34,5
percent, which was only slight-
ly higher than the 1983 figure
of 31 percent.

The Treasury was probably
not too concerned, though.
BTR’s higher tax rate and its
65 percent increase in operat-
ing profits resulted in its tax
bill rising 83 percent from
R2,4-million to R4,4-million,

MORE CHANGES

Meanwhile, there is specula-
tion in tax circles about wheth-
er the new Minister of Finance,
Mr Barend du Plessis, will an-
nounce more major changes in
company taxes on Monday.

It is believed the Govern-
ment would like to cut com-
pany taxes to stimulate new in-
vestment.

It seems much could depend
on whether the Government’s
plans for company tax reform
are sufficiently advanced to en-
able it to make changes in the
coming Budget, or whether it
will have to wait until the Mar-
go Commission can“make de-
tailed representations.
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By BRENDAN RYAN
TAX levels on gold mines
have reached the point
where they will discourage
new investment, says Mr
Robin Plumbridge: the

South Africa (GFSA).
His ‘view is echoed by Mr

¥ _Pierre Kriegler, the financial

director of Rand Mines.
Reacting to the jumps in mining
taxes announced in yesterday’s
Budget, Mr Plumbridge said the
pattern of recorrent increases in
tax introduced a new risk factor of
future potential tax increases in the
evaluation of mining projects.
In his Budget, the Finance Minis-

over and Jmsent 20%
surcharge on tax paid by all gold
and diamond mines.

He also introduced a sur-
charge of 15% on all other mining
mpanies, thereby raising -their
normal tax rate to 57,5%. This rate
includes the platinum mma, coal

B mines and base-metal mines.

General reaction from the min-

ing industry was that“the 5% in-

crease in the surcharge on gold and

% diamond mine taxes had been ex-

pected, but not the 15% surcharge

on other mining companies.

Mr Plumbridge questioned the
validity of the current system of

old mining taxes, which taxed pro-
%table gold mines at exceedingly
high levels and gave no incentive to
the mines to hold down their expen-
ditures and working costs.

He said initial calculations
showed the effect on GFSA’s Kloof
mine would be o push the tax rate
to 74,1% of incremental revenue.

Mining companies are allowed to
write off capital expenditure
against their profits in the year in

which the expenditure is incurred.
Mr Plumbridge said that in the

case of Kloof, the mine received a
tax rebate of 788% on expenditure,

" “One must question whether the
present gold mining tax system en-
com&lag&s the :Inms totemlmmm ex-
penditure and operate as produc-
tively as possible.

“This tax system means the Gov-
ernment can pay up to 79% of the
costs on gold mine expenditure,

wrhink msret inanitahle howa tho nae

chairman of Gold Fields of -

MrBarenddu Plessis, added a -
rarysurcha.rgeviﬁ% .

i

Fraser & Chalmers, a company In the engineering division of Mitchell
Cotts, recently completed a R1,3m ref

e taxes
hurt industry

Western Holdings gold reduction plant.

urbishment programme at the

forexgn exchange earnings, while
the mining industry as a whole

_earns about 70%.

" “We have reached a situation
where it is a question of killing the
goose that lays the golden egps be-
cause the level of tax is at the stage
where, if the situation is not re-
dressed, it will kill off new gold
mining ventures.

“I can only hope the new tax sur-
charge will be a very temporary
phase.”

W Tht Dlancin anid in hin amanal

capital expendimi'e . .

Mr Kriegler said the tax in-
creases were the latest in a series of
Government body blows to the min-
ing industry.

These had included the chan nﬁ&
to State Assistance, the new
on the merging of gold mines and
the requirement that hedging losses
or profits be allocated to non-min-
ing income.

“I don’t know who will be pre-
pared to take the risk of sinking a
deep-level gold mine in the future
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By BRENDAN RYAN
TAX levels on gold mines
have reached the point
where they will discourage
new investment, says Mr
Robin Plumbridge, the
chairman of Gold Fields of
South Africa (GFSA).

His ‘view is échoed by Mr
Pierre Kriegler, the financial
director of Rand Mines.

Reacting to the jumps in mining
{axes announced in yesterday's
Budget, Mr Plumbridge said the
pattern of recurrent i i
fntmepotenﬁaltaxincreas&inthe

Juation of mining projects

In his Budget, the Finance Minis-
ter, Mr Barend du Plessis, added

jal tem| surchargeof 5%
wve the present 20%

He also introduced a special sur-
charge of 15% on all other mining
companies, isi
pormal tax rate to 57,5%.
includes the platinum mines, coal
mines and base-metal mines.
General reaction. from the min-
was that”the 5% in-

diamond mine taxes had been ex-
but not the 15% surcharge
on other mining companies.

Mr Plumbridge questioned the
validity of the current system of
%old mining tazes, which taxed pro-

table gold mines at exceedingly
high levels and gave no incentive to
the mines to hold down their expen-
ditares and working costs.

.. He said initial calculations
showed the effect on GFSA’s Kloof
mine would be to push the tax rate
to 74,1% of incremental revenue.

Mining companies are allowed to
write off capital expenditure
against their profits in the year in
which the expenditure is incurred.

Mr Plumbridge said that in the
case of Kloof, the mine received a
tax rebate of 78,8% on expenditure.

“One must question whether the
present gold mining tax system en-
courages the mines to minimise ex-
penditore and operate as produc-
tively as possible.

“This {ax means the Gov-
ernment can pay up to 79% of the
costs on gold mine expenditure,
which must inevitably have the neg-
ative effect of encouraging an easy-
going attitude to expenditare.

“At GFSA, we go out of our way
to overcome that attitude and hold
costs to a minimum, but it is a

el_. g attitude at the operational
evel.”- .

He said the average tax rate for
GFSA’s gold division would rise to
ahout 63% with the additional sur-
charge, compared to the 50% paid
by non-mining companies.

“An exceptionaily high tax rate is
being levied on the inw.shry, which
is the backbeve of ¢ e The
g mines earn &

creases in
tax introduced a new risk factor of

thereby raising their' .
‘This rate

Fraser & Chalmers, a company |

n the engineering division of Mitchelt

Cotts, recently completed a R1,3m refurbishment programme at the
Western Holdings gold reduction plant. ) )

—

foreign exchange earnings, while
the mining industry as a whole
earns about 70%. C

“We have reached a situation

where it i8 a question of killing the
goose that lays the golden eggs be-
cause the level of tax is at the stage
where, if the situation is not re-
dressed, it will kill off new gold
mining ventukes.

“ can only hope the new tax sur-
charge will be a very temporary
phase.”

Mr Du Plessis said in his speech
that mining indusiry profits had
béenefited from the rand depreci-
ation and that the industry could

therefore be looked to for further
tax payments.

Mr Plumbridge said that while
the mining industry had benefited
from the weak rand, this bad only
offset the low level of world prices
for most metals.

The president of the Chamber of
Mines, Mr Ceorge Nisbet, said yes-
terday 'he 2dditional revenues the
irdustry had rec
oorcntion of e
W tarpely on i

gl

capital expenditure.

Mr Kriegler said the tax in-
creases were the latest in a series of -
Government body blows to the min- .
ing industry. )

These had included the changes
to State Assistance, the new rules
on the merging of gold mines and
the requirement that hedging losses
or profits be allocated to non-min-
ing income. - )

] don't know who will be pre-
paredtotaketheriskofsinkinga
deep-level gold mine in the future
g\:ﬂ where the money for it will come

m.

“The Minister says the tax is tem-
porary, but I can’t remember when
we last saw a reduction in mining
taxes.

“The approach used by the Minis-
ter of targeting sectors of the eco-.
nomy which can afford to ?K high-
er taxes does not fit in with the free
enterprise system and ap to
me a communistic approach to tax-
ation.

‘1 ean only hope the new taxes
« jndeed very temporary mea-
¢ be said.




THE chief Opposition spokes-
man on finance in the House
of Assembly, MR HARRY
SCHWARZ, says 1985 will be
a year of high inflation, no
growth, high unemployment
and increasing hardship for
the ordinary South African.

This was his summing up of
the effects of the budget pro-
posals announced yesterday
by the Minister of Finance,
Mr Barend du Plessis.

Describing the Budget as
“unsatisfactory”, Mr Schwarz
said the individual taxpayer
would continue to carry the
heaviest burden, the need to
give incentive to work was ig-
nored and so was the need to
encourage foreign investment
and to deal with the real is.
sues relating to State

expenditure.

Mr Schwarz said in a state-
ment that the Budget was the
price South Africa was being

The Argus Pariamentary Staff reports on reaction to the Budget.

asked to pay for the Govern-
ment’s mismanagement and
misplaced ideology.

The policies of the Govern-
ment, as the Budget clearly
demonstrated, had contribut-
ed to the lower value of the
rand, the high rate of infla-
tion and the high level of un-
employment.

The admitted failure on the
part of the Government to
take adequate and timeous
measures to deal with eco-
nomic ills had caused the Go-
vernment now to ‘take much
harsher measures than would _
have been the case had the
proper stéps been taken at
the correct time.

MR CHARLES RED-
CLIFFE (LP Schauderville),
the chief Labour Party
spokesman on finance in the
House of Representatives,
said in a statement that the
Budget reflected the serious
state in which the South Afri-

UNMARRIED

Under 60 Over 60 but under 65

income 1985 1986 Difference 1985 1986 Difference

R R R R R R

4000 61 - . - - -

4500 133 - - s -

5000 205 61 2

5500 277 119 67

6 000 349 205 158

6 500 421 263 227

7 000 493 349 318

7 500 565 407 387

8 000 637 - 493 478

9-000 798 656 638

ape

can economy found itself.
Although the Budget paint-

ed a picture of gloom, the La-

bour Party believed this to be

. only a short-term effect and

that in the long term the
country’s economy -would
come to its full strength,

' MR BRIAN GOODALL
(PFP Edenvale), an opposi-
tion spokesman on welfare
and pensions in the House of
Assembly, said an 8,4 percent
increase in pensions while in-
flation was running at 13,9
percent conLdemned many
social old-age pensioners to
an even faster decline in their
standard of living.

Mr J N REDDY, Solidarity
'leader in the House of Dele-
gates, called on the Minister
of Finance to exempt all ba-
sic food items from General
Sales Tax to assist lower in-
come groups.

Solidarity said it could not
accept the two percent in-

crease in GST as it would se-
riously affect people in the
lower income groups already
suffering from unemployment
and other economic problems.

Mr Reddy said Mr du Ples-

_sis had to be “commended”

for keeping the increase in
Government expenditure be-
low the inflation rate and said
he was pleased with the indi-
cation that further expendi-
ture would not be financed
from borrowings.

The Indian Minister of the
Budget, Mr BOETIE
ABRAMIEE, said that in the
prevailing circumstances the
Budget was a fair one.

Although in.some quarters
the Budget might be per-
ceived as an unfair one, the
fact that concessions had
been given to certain groups
offset this. In real terms, he
said, all groups would have to
pay an increased two to three
percent in tax.

Living Muadareis
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faced a special surchor.
7.5 percent.

bility is on the way to being
restored.”
PROFESSOR JOHN MOR-
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THE budget tax proposals .
8 PP The cuts in government
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‘in the street’

THE Budget has generally been greeted by the PRIVATE *
SECTOR as a herald of hard times ahead for the man in the
streef. :

Criticism included fears of rising unemployment, insolven:
cies and a decrease in productivity. : . .

Tax specialist Mr Costa Divaris said the Budget lacked con-
fidence-building measures needed by the country.

Dr Hans Falkena, chief economist for the United Building
Society, said: “Although somewhat bitter medicine, the Budget
was what South Africa needed.” N

will stop the economy in its
tracks, if it has not stopped
already, says DR CHRIS VAN
WYK, managing director of

v -TFrust Bank.

“It will prolong the reces-
sion, it will have a negative
impact on unemployment and
it will certainly increase the
hardship now in many sectors
of the economy,” he told a
large audience of business-
men at a budget discussion

spending would also exacer-
bate the depressive forces in
the economy.

He questioned whether the
government would stick to its
guns and keep within its
spending limits.

“Only time will tell if the
credibility gap has been
closed between intention and
practice and whether credi-

RIS, associate professor of
accounting at the University
of Cape Town, said the Fin-
ance Minister was using the
bludgeon rather than the ra-
pier in dealing with tax-col-
lecting problems.

An example was his refer-
ence to insurance policies
which were seen more as in-
vestments rather than insur-
ance. His response was to
take more money out of the

The new surchare~
meant that people in th. .-
income brackets will nuw pas
53,5 percent instead of 50 per-
cent, bringing substantial tax
increases for a few
individuals. »

Industry faced a marked
drop off in investment and
wear-and-tear allowances
which after June 30 would not
exceed 60 percent agasinst
the present 75 percent.

T AT s S T ——ns e 1\

@ South Africa's long-suffering motorists
and the country’s ailing MOTOR CAR IN:
DUSTRY have been further hit by the two
percent rise in general sales tax. - - :

Motorists face an increase of two per-
cent on all fronts because of the GST rise
from 10 to 12 percent, effective from
March 25. . .

Automobile industry and motoring ex-
perts said the GST increase would affect
everything from car sales to service
charges to spare parts.
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tlmes for man
in the street”

THE Budget has generally been greeted by the PRIVATE-

SECTOR as a herald of hard txmes ahead for the man in the

street.

Criticism included fears of nsmg unemployment insolven-

cies and a decrease in productivity.

Tax specialist Mr Costa Divaris said the Budget lacked con-
fidence-building measures needed by the country.

Dr_Hans Falkena, chief economist for the United Building
Society, said: “Although somewhat bitter medicine, the Budget

was what South Africa needed.”

@ South Africa’s long-suffering motorists
and the country’s ailing MOTOR CAR IN-
DUSTRY have been further hit by the two
percent rise in general sales tax.

Motorists face an increase of two per-
cent on all fronts because of the GST rise
from 10 to 12 percent, effectlve from
March 25.

Automobile mdustry and motormg ex-:
perts said the GST increase would affect |

everything from car sales to service
charges to spare parts. s

@ Mrs Joy Hurwitz, national presment of.

the HOUSEWIVES’ LEAGUE of South Af-
rica, welcomed that.fact that the Minister
of Finance, Mr Barend du Plessis, had not
done away with existing food subsidies.

® PENSIONS organisations said the tax |

rebates and increases in pensions did not

go far enough to meet the needs of pen- ]

sioners hard-hit by soaring inflation.

A major concern of most people was the
negative effect of the increase in general
sales tax to 12 percent.

® Prominent educationists and the Pro-
gressive Federal Party haave welcomed
the 19 percent increase in government
spending on national EDUCATION.

The Minister announced that R5 044-mil-
lion had been earmarked for education in
the new financial year.

@ Tax experts have claimed that nothing
has done more to undermine the confidence
of taxpayers in the TAXATION system
than the way in which the taxation of
fringe benefits has been introduced.

Benefits including company cars, cheap
loans for employees and housing subsidies
are to be taxed.

® The Budget would be very hard on all
consumers, but particularly on PUBLIC
SERVANTS, the president of the Public
Seg;lants Association, Dr Colin Cameron,
said.

“There is no evidence of any salary ad-
justment during the next financial year.
This will mean public servants will have
gone without increases for 27 months.”

@ The South African NURSING ASSOCI-
ATION has welcomed the announcement of
better salaries for poorly-paid nurses.

® The Building Industries Federation
(Bifsa) says the allocation of R192-million
to black HOUSING is disappointing.

It would not ease much of the housing

crisis, said Bifsa’s executive director, Mr-

Lou Davis.

© The Budget did not make adequate
provision for aid to the AGRICULTURAL
SECTOR, a spokesman for the National
Maize Producer’s Organisation (Nampo),
Dr Kit te Clus, has warned.

He said accumulated agricuitural debts
were stear‘m increasing and farmers
w. »n!d m‘ei a-
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‘The Budget will stop i

Financial Staﬂ

THE budget tax proposals
will stop the economy in its
tracks, if it has not stopped
already, says DR CHRIS VAN
WYK, managing director of
Trust Bank.

“It will prolong the reces-
sion, it will have a negative
impact on unemployment and
it will certainly increase the
hardship now in many sectors
of the economy,” he told a
large audience of business-

men at a budget discussion

held by the bank and Sanlam
last night. BNy

The cuts in governn
spending would also ex
bate the depressive forces
the economy.

He questioned whether t*
government would stick t
guns and keep within it-
spending limits.

“Only time will tell if tsz
credibility gap has been
closed between intention and

practice and whether credi
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years.

The IMF believes that a new government
plan, which involves cutting state spending
and greater privatisation, will lay the
groundwork for a successful restructuring of
the economy.

Mozambique became the 148th, and
newest, member of the fund in September
last year. Its quota was set at 61m Special
Drawing Rights (SDRs).

The country has experienced a sharp eco-
nomic deterioration in recent years, trace-
able to severe droughts, security problems
and a continued lack of skilled and manage-
rial personnel to run the largely state-owned
economy. These difficulties have left the
country with a serious shortage of basic con-
sumer goods, particularly in the rural areas.
The scarcity of foreign exchange has im-
pinged heavily on the country’s ability to
invest in capital goods.

Fiscal improvement

The substantial fiscal improvement in
1983 — through which the fiscal deficit was
cut back from a high in 1981 of 10,5 billion
Meticais (M1t43,96 equals USS1) to Mt5,8
billion — occurred largely because of con-
trols on current expenditure growth and a
sharp fall in investment spending.

In the external sector, Mozambique’s bal-
ance of payments has shown an overall defi-
cit since 1960 in every year but 1972, with
deficits growing more substantially in recent

years. At the end of 1983, the external debt
(excluding debt to centrally-planned econo-
mies) was $1,35 billion, of which $285m
represented arrears.

The 1984 debt-service ratio, including
debt service to centrally-planned economies,
is 131% of projected exports of goods and
services.

The Mozambican authorities are now en-
gaged in the formidable task of restructuring
the economy and repairing the damage in-
flicted in the post-independence years, ac-
cording to the IMF survey.

The most promising signs of a shift in
priorities, according to the IMF, are taking
place in the traditional mainstay of the eco-
nomy, agriculture.

Other measures are also currently being
considered. These include the redistribution
of land and equipment of the unprofitable
staie enterprises to co-operatives and the
family-based farming sector.

In industry, priorities have been redefined
to include the production of goods through
incentives, and of import substitutes, with
investment to be concentrated in small-scale
projects using local materials.

Deposits of several minerals, including
coal, iron ore and uranium, are known to
exist, and there is evidence of offshore oil and
natural gas, with confirmed reserves of about
60 billion cubic metres.

With five major river basins — of which
the Zambezi is the most important — Mo-

zambique possesses one of the largest hydro-
electric power potentials in Africa. This has
only partially been exploited through the
Cahora Bassa Dam with a potential of
3 600 MW. However, only the first phase of
the complex is operational.

The public enterprise sector, which ac-
counted for about 50% of gross domestic
product (gdp) in 1983, is to be streamlined
through strengthening autonomy, account-
ability, and procedures for control and super-
vision. Some have already been sold off to
private owners.

In retail trade, the government intends
giving much greater latitude to the private
sector. Labour policies call for the introduc-
tion of merit pay incentives, increased pro-
ductivity and the elimination of overstaffing,
particularly in public administration.

In public finance, the authorities are
stressing containment of expenditure for
wages and imports, along with improvements
in the efficiency of state enterprises. W

(329
Taxman goes berserk

Johannesburg’s Receiver of Revenue is re-
sorting to stiffer penalties for late payments

of tax. 22 3/@3‘

Few perhaps realise that as much as 200%

TAXATION

Take aleaf out of
Fedmis' book.

Move to a garden setting,

i Fedmis have put down roots in Protea Place,
e - Sandton. And if you'd like to iake o leaf out of
" o WL their book, have alook at No. 6 Protea Place.
Protea Place is in an exclusive cul de sac in
Sandton. o
No. 6is a quality face brick building, ideally
suited for Corporate Headquarters and nestlingina
landscaped garden seffing.
With naming rights for the major fenant. Ample parking.
Superb finishes. Luxury features. And a negofiabie lease and rental,
Ifyou're inferested, contact Tim Corby right now ot 833-1320. And find
out hclaw? move to Sandton can help your company turn over @ whole
new leaf.

Ric(hard Ellis

018331320
Placing your companyinthe best position

—
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of the tax payable, can be imposed, although
current fines are running at about 20%, at
the commissioner’s discretion. The new mea-
sures have taken taxpayers by surprise,
clearly indicating a sharp turnabout from
previous practice.

The Johannesburg taxman had previously
allowed both individual and corporate tax-
payers to pay their taxes assessed over, say
four to six months, with a series of post-dated
cheques. Interest at the rate of 15% was
imposed on late payments. And neither was
the interest deductible from tax, thus costing
a company an effective 30% at the 50% tax
rate.

Post-dated cheques are now being rejec-
ted, and the taxman wants hard cash, up-
front. If a taxpayer can show that it is

B @ 22(3( ¥

impossible to pay cash, an arrangement has
to be made to get the cash in as quickly as
possible.

In some extreme cases of outstanding per-
sonal tax, a garnishee order may be made
against the taxpayers’ salary until the out-
standing tax is paid. In any event, if the tax
payment is late, the 20% penalty is imposed.

But taxpayers should note that despite the
new approach, the penalty is, in many cases,
a mere fraction of the fines the taxman can
impose. Penalties can be exacted for a wide
variety of reasons, not only late payments.
Some of the circumstances and penalties
payable are listed in Silke on SA Income Tax
as follows:

O For default in rendering a return — twice
the taxes payable;

O For omission of amounts — twice the
difference between the tax paid and the
amount actually payable after inclusion of
the omission; and

0 For incorrect statements — twice the dif-
ference between the tax paid and the amount
actually payable after the statements have
been excised.

The words “default in rendering a return”
are of wide generality, and include the situa-
tion where a taxpayer omits to submit a
return on time, but subsequently renders one
correctly.

Apparently, only the Johannesburg Re-
ceiver of Revenue is imposing stiffer penal-
ties. Other offices are charging a fixed fee of
around R100 for Jate returns. In terms of the
Act, the commissioner is entitled to reduce

DAVID CLEGG

Pitfalls of the gst maze 329

§ David Clegg is direc-
: tor of the Arthur
5 Young tax practice in
4 Cape Town,

The first full seminar (in seven years) on gst
recently toured the country with interesting
results.

Of those who came, most went away wiser
— and sadder or gladder, depending. What
was really interesting was who did not come.
SA business generally continues to slide
along under the misapprehension that sales
tax is simple or, if not simple for everyone, is
simple for themselves.

This belief is dimmed only when the Rev-
enue inspectors drop in for a chat. And this
experience is all the more painful because
penalty is no longer being waived, even
though most managers are completely bona
fide in their ignorance of the law. So back-
tax and penalty assessments for R250 000
and more are met with bemused hurt and
indignation. No longer can they take comfort
from the fact they at least got away with it
for a while.

Even so, it is difficult to persuade organi-
sations which have not been ‘inspected’ that
all is not rosy.

This article aims to highlight four situa-
tions where taxpayers have found themselves
in trouble, in the hope that it might shake
others out of their complacency.

The brandy bottle bust

When returnable containers are taken back

to the retail store, the amount of the refund

can be claimed as a deduction in calculating

the retailer’s taxable amount for the month.
In the western Cape, the Bellville Revenue

office found that liquor stores were claiming

this deduction on the repurchase of empty
spirit and wine bottles which were not “re-
turnable,” and so did not qualify. So far, the
assessed tax and penalty over the past seven
years is believed to exceed R2m. And they
haven’t even started on the rest of the coun-
try.

A case of concrete

The manufacturer of a certain product uti-
lises sunken concrete tanks. These tanks are
dug and cast by building contractors who
naturally enough did not charge sales tax.

Early last year it came to Revenue’s atten-
tion that the manufacturer, however, had
claimed income tax allowance (investment
and wear and tear) on these tanks. But
Revenue correctly ruled that sales tax was
payable on the contract price in terms of
paragraph 1(b)(ii)(dd) of the definition of
taxable services.

This was a combination of ignorance of
the law (the builder) and lack of communi-
cation (the manufacturer). But being bona
fide did not help, and the manufacturer was
assessed for tax and penalties (over seven
years) in excess of R50 000.

The pipe inspection peril

To quote for the inspection of a small diam-
eter pipeline, a contractor arranged to rent a
sophisticated remote-controlled trolley
equipped with lights and scanners, from the
suppliers in the US. The rental for a three-
week contract was R20 000, and the contrac-
tor was quoting a total of R150 000 for the
job.

Fortunately, before he committed himself
he queried the sales tax implications, won-
dering whether the inspection fee was tax-
able. In fact it wasn’t.

But the referral turned up an unexpected
problem. The value of the machine was
R2m, and the sales tax of over R130 000 (6%
at the time) would have been due on tempo-

rary importation. The tax, together with the
rental (which would actually have been tax
free), was enough to wipe out the contract
price. By rearranging the contract this prob-
lem was averted so that the gst instead be-
came payable on the rental alone.

Company car chaos

The Sales Tax Act provides, in essence, that
any consideration for the use of goods is
taxable. There is no requirement for an actu-
al lease, or that the vendor must be one
carrying on a rental business.

This net is sufficiently wide to catch the
nominal charge which some companies levy
on employees for the private use of their
company car. Such charges may disappear
under the impact of fringe benefits legisla-
tion.

But it must be remembered that a taxpay-
eris always at risk for unpaid tax. There is no
“three-year limit” beyond which Revenue
cannot look — as there sometimes is with
income tax. Indeed, revenue inspectors regu-
larly issue assessments for every month back
to July 3 1978.

Act is complex

The Act is complex and illogical. There are
few general rules. The often-used test that
the “end user” is liable for tax, is useless.
The term “end user” does not even appear in
the Act!

There is no substitute for a detailed knowl-
edge of the legislation and a thorough ex-
amination of all transactions entered into by
an organisation, whether as vendor or cus-
tomer.

Indeed, the most dangerous assumption to
make is that, for example, “we don’t get
involved in leases” (or rentals, construction,
exports, imports, or taxable services). Nearly
every organisation does get involved in all
aspects of sales tax, and it ignores this at its
peril. L]
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either the whole or any part of the additional
tax as he thinks fit, unless he is satisfied that
the act or omission of the taxpayer was done
with the intention of evading tax.

The new attitude by the taxman seems to
be part of a general tightening up of Inland
Revenue policing methods. Part of the new

regime is the secondment of national service-
men with professional accounting qualifica-
tions to the Department of Inland Revenue.

On offer for the taxman’s lieutenants are
remuneration packages compatible with the
private sector. The string attached is that the
accountant is tied up for four years, instead

of the normal two required for national ser-
vice.

But private sector tax consultants com-
ment that someone who has acquired four
years of experience under the taxman’s wing
would command a handsome ticket outside
government when the four years expires. @l

PROJECT FINANCE

Double-dip

Though the proposed Soekor deal in Mossel
Bay is far from decided, project financiers
are already drawing up cunning strategies to
provide the required R2,5 billion.

Their main problem is dealing with the
Income Tax Act in which project financing
packages of one sort or another have been
severely curtailed.

Legislation permitting, however, Soekor's
Mossel Bay petro-chemical project could
well signal a reincarnation for project
finance. It depends whether the claiming of
tax allowances for business opens loopholes,
albeit inadvertently.

H the Sockor feasibility study, due for
release in September, is accepted by the
Cabinet, the deal will be the largest project
financing in SA history. And the project
financiers — commercial and merchant
banks and specialist lease brokers — are
already hard at work designing what they
hope will be the winning package.

Unlike Sasol’s oil-from-coal plants and
Escom’s billion-rand power stations, the Soe-
kor project would adopt the clothing of “clas-
sical project financing.”

The package would be created around that
quintessential definition of project financing,
that is: a transaction where money lenders
are prepared to invest funds in a project
which can be regarded as having sufficient
cash-flow to service the debt.

In the build-up to the possible Soekor deal,
project financing in SA may come of age.
The term has become synonymous with
highly creative tax-engineered packages —
plain tax avoidance. But as one leading
banker says, given that the Soekor proposal
comes to market, the deal will involve a lot
more than optimising tax advantages.

The new emphasis, he stresses, is project
management and control. The Soekor phys-
ical feasibility study is one thing; how the
financiers conduct their feasibility another.
A wide range of petro-engineers will have to
be consulted to answer the innumerable
what-if? queries that will arise.

And much of the financial planning will
have to be based on plain guesswork: if the
Mossel Bay product prices are linked to
world prices, for one, that is just a risk that
must be lived with.

The project financing could run from any
period ranging from five to 20 years. Co-
ordinating R2,5 billion of cash flows, with
ever-changing interest and foreign exchange

for Soekor?

rates, will need the very highest expertise.
Sudden changes in tax and commercial law
are always possible, and there is always the
problem of financing cost over-runs.

Even assuming Mossel Bay gets the green
light, it is impossible to say how the project
financing package for Soekor would look.
One possibility is the much-vaunted
“double-dip” or “whiplash” lease. This in-
ternational tax financing mechanism made
its debut in SA in 1984,

In essence, this lease allows for the claim-
ing of tax allowances in two jurisdictions on
the same set of goods. The cost effect is that
the final lessee pays a lower rental than he
would otherwise have done.

Countries either recognise a lease as an
operational lease (where the lessor owns the
asset to make money from it) or a financial
lease (where the lessor does not own the asset
but lends money to the lease to derive income
by means of the interest rate differential).

The secret is to place the lessor in a coun-
try that recognises a lease transaction as
operational, and the lessee in a country that
says it is a financial lease, or vice versa. In
this way, both the lessee and the lessor can
claim tax allowances on the same item —
hence “double-dip.”

Tax authorities are averse to this in-house
tax haven, and will prevent such leases where
they can. Lease brokers in SA appear to be
structuring these leases through a trust —
since it has no disclosure requirements — in
a tax haven. And the deal is written as a

Mossel Bay ... financiers like the view

suspensive sale in SA, allowing the seller to
bring the asset to book and claim tax allow-
ances here.

The cost-benefits are substantial. A pro-
ject financing package structured solely in
SA must borrow money at a minimum of
25%/year. But, if it has the income to wash
against tax allowances, the financier can
reduce the cost to the lessee to about
5%/ year. So with a double-dip lease, the SA
beneficiary could well end up paying a nega-
tive interest rate.

The SA tax authorities are probably not
averse to the mechanism, because the extra
benefit to the lessee is not a cost for the SA
fiscus. This is in sharp contrast to earlier
project financing mechanisms, which has left
a legacy of wars between the SA financiers
and Inland Revenue.

Whatever the outcome of the Soekor feasi-
bility study, the project finance market
marches ahead. The possible profits will
always draw creative packages, but the
downside potential is always there. One
banker says: “You can have your pants beat-
en off in this market.

“Last year a competitor won a tender
offering a whole percentage point below
ours. We found that impossible to under-
stand. But some months later the client ac-
cepted our deal. Our competitor had gone to
the client and asked for a review, showing
that they would lose $1m/year. Our com-
petitor was let off the hook. It doesn't always
happen, though,” | |
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CASH-FLUSH retren-
chees run the risk of
being walloped by the
taxman unless they
seek advise on lump-
sum payouts.

The Receiver of Revenue
has little mercy for employ-
ees who are axed by the re-
cession and walk'away from
their jobs with severance

Most lump-sum payments
will be hit l}y Paye, but they
fall into different categories
in the eyes of the taxman.

Severance pay, bonuses
and money paid for accumu-
lated leave have Paye de-
ducted from them by the
employer before they reach
the employee.

- Directive

Pension contributions are

ald out only after a pension
und has a directive from the
Receiver of Revenue.. This
can take months as many
job-hoppers and scapegoats
of recession can testify.

If pension withdrawals are
not reinvested in similar
funds, sufficient tax is usual-
?z teducted so that recipients

o

not have to fork out again
when they are assessed on

pay. - .
A{Vnsnspecting victims of
retrenchment wili walk into
his trap unless they investi-
gate retirement annuities, al-
ternative pension funds and
. spreading their windfalls
over an extended period.
" Some companies are hand-
ing out two months pay in-
stead of notice and pro rata
payments for length of ser-
‘vice — a month’s pay for
every three years, for exam-"

- ple. L . their annual tax returns.
o o For mostd%eople, thlt(a gnly
H ‘way to avoid being socked by
E,X(:ep tion the taxman now is to divert
The generous ones are dou-  pension cash and severance

\ bling .employees’ -pension
-.contributions, although this is
© more the exception than the

gay straight into retirement
funds. [
.-Pitfalls
‘But there are:ways .of
ducking and diving if you do
-not want to tie cash up until
- retirement. Retirement. an-
fities, for example, cannot
be touched untit the age of 55,
but may not be suitable for
young people, -
The Receiver limits tax-
free gratuities to R30 000, but
this allowance can usually be
taken only on retirement. . ¢
So the pitfalls are great
and can easily trap the un-
wary into _ceding retrench-
.ment benefits to the State, . .

ong-ser;iﬁg"’e;nployees
0:are.not mear rétirement
gevhave the biggest prob-

‘take. the money and run.-
-Although there.is special
tax relief for payments made *
on termination of seryice, it
'apglies only in specific cases.
here is an age qualifica-
tion of 55 for men and 50 for
women. Otherwise, ill-health
and infermity are ‘the only

*As in the case of investors
tied into low-yielding invest-
merits, there is room for the

- taxman to make special al- .’ Lease.-cars .or .company

lowances in case of need... ", cars-which employees take

I - with them when they leave a
.Scapegoats - job can he hit twotold,

A - ., . Firstly, the watered-down
“The tax-free limit on pen-!, fringe benéfits tax takes. ef-
sion fund withdrawals ‘is * fect this month; ard Seconidly,
R1800. After that, pension the taxman may».’cbqrgé‘ the
withdrawals are subject to-. difference’ befiween  the
. amount an employee pays for

/’ v
¢

YMeAn

ey

" a car and its market value.
The onus

employer to evaluate values |

.i':

correctly — so not many
.ple will get away with bar-
gains, - '
.. Aninteresting proposition
-for some companies and laid-
off staffers to look at is the
possibility of retaining some-
one on a consultancy basis.

Kevin Wiles, an accountant

. with Arthuer Andersen & .
Company, says retainers are .
of limiting tax that :
otherwise be payable |

a wa:!
woul
on one-off payouts.

“For someone who does ‘-
not need a large amount of .

cash immediately..on re-
trenchment, a monthly re-
tainer ‘over a few months
could be the answer." -

Retainer

“The company can say that

it is retaining someone.op a
consultancy basis. The’ for-
mer emgloyee will“then be
able to offset some costs, like
office and transport, against
:fax.” e T
. . Many attorneys work on a
retainer basis and Mr Wiles

-..: says there is scope for other
rofessionals and -.occupa-.

- tions to act in similar fashion.
"% :There is no real way of
* ayoiding the -taxman, ‘but
-, 'there are a few permutations
«+¢t0 reduce his'pound:of flesh.
** *This may be a punt for the
financial services industry,
but for most retrenchees sit-
Aing on a pile of cash, a visit
. to a financial specialist
_+would'not be amiss. -

an

is on the |

f
:
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(3) (a) disability caused or aggravated
by military service, determined
at least 20 per cent in terms of
the provisions of the Military
Pensions Act (Act 84 of 1976).

(b) death of spouse as a result of the
performance of military service,
or death subsequent to the per-
formance of such service if im-
mediately prior to his death he—

(i) was in receipt of a pension
in terms of the Act, or

(ii) suffered from a pensionable
disability of at least 20 per
cent or, if less than 20 per
cent, death is as a result of
the pensionable disability.

@ Howaomdh .Gl 803
Open areas

25/3 )y
38l. Mr G B D McINTOSH asked the
Minister of Constitutional Development and
Pianning: N

Whether any open areas have been pro-
claimed in municipal areas in terms of sec-
tion 19 of the Group Areas Act since 31
December 1983; if so, (a) how many, (b)
in which municipal areas, (¢} when and
(d) in respect of what date is this informa-
tion furnished?

The MINISTER OF CONSTITUTION-
AL DEVELOPMENT AND PLANNING:

Yes, trade areas in municipal areas have
been proclaimed in terms of section 19 of
the Group Areas Act, 1966.

(a) 7.

(b)and (c)

Grahamstown: proclaimed on 1984-03-02

Cape Town (Wynberg): proclaimed on
1984-05-30

Witbank: prociaimed on 1984-09-14

Pietermaritzburg: proclaimed on
1984-10-05

Queenstown: proctaimed on 1984-10-05

Volksrust: proclaimed on 1984-11-23

/H

Vanderbiljlpark: proclaimed on
1984-11-23

(d) Ason 1985-02-21.

T\.Wﬂ;{)\v?ﬂ-&ﬁ
uses: acciden
= QL. 500 25385

428. Mr D J N MALCOMESS asked the

Minister of Transport Affairs:

(1) How many (a) accidents involving (i)
privately-owned and (ii) South Afri-
can Transport Services buses trans-
porting Black persons occured, and
(b) persons were (i) killed and (ii) in-
jured in these accidents, in the Cape
Province in the latest specified 12-
month period for which figures are
available;

(2) whether the causes of the accidents
had been established; if not, why not;
if so, how many were due to (a)(i)
overloaded and (ii) unroadworthy
buses and (b) incompetent or careless
drivers;

16

~

whether any steps have been taken to
prevent a recurrence of such acci-
dents; if so, what steps; if not, why
not;

(4) whether he intends to take any steps
in this regard; if not, why aot; if so,
(a) what steps and (b) when?

The MINISTER OF TRANSPORT AF-

FAIRS:

Information with regard to privately-
owned buses is not available in the Depart-
ment of Transport and this part of the ques-
tion must be directed to the Minister of
Constitutional Development and Planning.
‘With the exception of the reply in respect of
Question (4) the remaining information is
only applicable to SA Transport Services.

(1) (a) (i) Fallsaway.
(ii) 46.
() @) 4.

Gi) 2. .|\|.|IU
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(2) Yes, in respect of South African
Transport Services.

(a) (i) and (ii) Nil.

(b) 30, of which more than 75 per
cent were of a minor nature.

(3) Yes, in the case of SA Transport Ser-
vices departmental enquiries were
held after each accident to determine
the cause thereof and corrective
training was given where found
necessary.

(4) The National Institute for Traffic-
and Road Research of the Council
for Scientific and Industrial Research

and if it appears that consequences
can be related to specific causes ap-
propriate preventative measures will
be considered.

2 _=no=ﬂ> m“
Yy st o YRR LYY o
466. Mr B B GOODALL asked theMinis-
ter of Finance:

(a) What were the total taxable eurnings
for Whites, Coloureds and Indians. re-
spectively, in 1983 and (b) whut wu the
(i) total taxable income earned in this year
by each of these race groups and (ii) per-
centage increase or decrease for each such
group over the previous year?

is undertaking specific case we.mm The MINISTER OF FINANCE:
—_—
Whites Coloureds Indians
Mww M_owuv. . 23 736,9M 1 341,6M 1 138,8M
b) (i) (1984).... .. 19 555,7M 1302,2M 994,3M
@) + 5,95% + 27,37% +  13,92%

Notes: .

(1) It is assumed that what is required
under (a) and (b)(i) is the taxable in-
come for the 1983 and 1984 tax years,
respectively.

@

-~

The_statistics for the 1984 tax year
are incomplete because +23 per cent
of individual taxpayers have not yet
been assessed. The percentage
growth has therefore been calculated
on the ayerage income per taxpayer.

P,
umecqﬁmotmﬁ“ .‘n—..\hﬁ. s
R Lol.” Fos 25/3/35
474. Mr P G SOAL asked the Minister of
Co-operation, Development and Education:

(1) How many persons were moved from
the (a) Johannesburg municipal area
and (b) Greater Soweto area in 1984
to (i) national states and (ji) indepen-
dent Black states;

@

~

how many of these persons (a)
Jmoved voluntarily and (b) were mov-
ed (i) by decree, (ii) by court order

and (iii) in terms of other legal pro-
visions?

The MINISTER OF CO-OPERATION,
DEVELOPMENT AND EDUCATION:

(1) (a) 40.
(b) 33.
(i) 36.
(i) 37.
2) (a) 31
(d) () 19.
(i) 23.
(iii) None.
Motor vehicles: accidents

505. Mr D J N MALCOMESS asked the
Minister of Transport Affairs:

(a) How many South African Transport
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BG) (a

-

disability caused or aggravated
by military service, determined
at least 20 per cent in terms of
the provisions of the Military
Pensions Act (Act 84 of 1976).

(b) death of spouse as a result of the
performance of military service,
or death subsequent to the per-
formance of such service if im-
mediately prior to his death he—

(i) was in receipt of a pension
in terms of the Act, or

(ii) suffered from a pensionable
disability of at least 20 per
cent or, if less than 20 per
cent, death is as a result of
the pensionable disability.

Houmemdh Q. Gl 203

Open areas
P 25/3 )55
381. Mr G B D McINTOSH asked the
Minister of Constitutional Development and
Planning:

Whether any open areas have been pro-
claimed in municipal areas in terms of sec-
tion 19 of the Group Areas Act since 31
December 1983; if so, (a) how many, (b)
in which municipal areas, (c) when and
(d) in respect of what date is this informa-
tion furnished? :

The MINISTER OF CONSTITUTION-
AL DEVELOPMENT AND PLANNING:

Yes, trade areas in municipal areas have
been proclaimed in terms of section 19 of
the Group Areas Act, 1966.

(@) 7.

(b) and (c)

Grahamstown: proclaimed on 1984-03-02

Cape Town (Wynberg): proclaimed on
1984-05-30

Witbank: proclaimed on 1984-09-14

Pietermaritzburg: proclaimed on
1984-10-05

Queenstown: proclaimed on 1984-10-05

Volksrust: proclaimed on 1984-11-23

HoA
S~—— -

Vanderbiljlpark: proclaimed on
1984-11-23

et £l S

(d) Ason1985-02-21. B
uses: accidents

K.tal. 20 2 m»u 35 :

428. Mr D T N MALCOMESS asked the :

Minister of Transport Affairs:

(1) How many (a) accidents involving (i) |
privately-owned and (ii) South Afri- 1
can Transport Services buses trans-
porting Black persons occured, and
(b) persons were (i) killed and (ii) in-
jured in these accidents, in the Cape
Province in the latest specified 12-
month period for which figures are
available;

(2) whether the causes of the accidents
had been established; if not, why not;
if so, how many were due to (a)(i)
overloaded and (i) unroadworthy
buses and (b) incompetent or careless
drivers; .

(3) whether any steps have been taken to
prevent a recurrence of such acci-
dents; if so, what steps; if not, why
not;

(4) whether he intends to take any steps
in this regard; if not, why not; if so,
(a) what steps and (b) when?

The MINISTER OF TRANSPORT AF-
FAIRS:

Information with regard to privately-
owned buses is not available in the Depart-
ment of Transport and this part of the ques-
tion must be directed to the Minister of
Constitutional Development and Planning.
With the exception of the reply in respect of
Question (4) the remaining information is
only applicable to SA Transport Services. i

(1) (@) (i) Fallsaway.

(i) 46.
) @) 4.
@ii) 2.
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(2) Yes, in respect of South Alfrican
Transport Services.

(a) (i) and (i) Nil.

(b) 30, of which more than 75 per
cent were of a minor nature.

(3) Yes, in the case of SA Transport Ser-
vices departmental enquiries were
held after each accident to determine
the cause thereof and corrective
training was given where found
necessary.

(4) The National Institute for Traffic-
and Road Research of the Council
for Scientific and Industrial Research

and if it appears that consequences
can be related to specific causes ap-
propriate preventative measures will
be considered.

~=8§.ﬂ..m \w«
5200 0 R0 eS[3 BT
466. Mr B B GOODALL asked the/Minis-
ter of Finance:

(a) What were the total taxable earnings
for Whites, Coloureds and Indians, re-
spectively, in 1983 and (b) what was the
(1) total taxable income earned in this year
by each of these race groups and (ii) per-
centage increase or decrease for each such
group over the previous year?

is undertaking specific case wﬁ:mm The MINISTER OF FINANCE:
Whites Coloureds Indians
a 1983)...... . 23 736,9M - 1341,6M 1138,8M
Mcw (i Mﬂomnw. e . 19 555,7M 1302,2M 994,3M
Awww + 5,95% + 21,37% + 13,92%

Notes:

(1) It is assumed that what is required
under (a) and (b)(i) is the taxable in-
come for the 1983 and 1984 tax years,
respectively.

(2) The statistics for the 1984 tax year
are incomplete because £23 per cent
of individual taxpayers have not yet
been assessed. The percentage
growth has therefore been calculated

on the ayerage income per taxpayer.

A
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474. Mr P G SOAL asked the Minister of
Co-operation, Development and Education:

(1) How many persons were moved from
the (a) Johannesburg municipal area
and (b) Greater Soweto area in 1984
to (i) national states and (ii) indepen-
dent Black states;

(2) how many of these persons (a)
moved voluntarily and ?w were mov-
ed (i) by decree, (ii) by court order

and (jii) in terms of other legal pro-
visions?

The MINISTER OF CO-OPERATION,
DEVELOPMENT AND EDUCATION:

(1) (a) 40.
(b) 33.
(i) 36.
(ii) 37.
2) (a) 31
(b) (i) 19.
(ii) 23.
(iii) None.

Motor vehicles: accidents

505. Mr D J N MALCOMESS asked the
Minister of Transport Affairs:

(a) How many South African Transport

1
5
4
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GST-day doesn’t
e Taits 63k
‘scare shoppers

Staff Reporter 320

IT was “too early” to gauge the effect o) ised 12
bpercent General Sales Tax which came into effect
yesterday, a snap survey of supermarkets and de-
partment stores showed. . ’

“On the contrary, we had a very good day,” the
general manager for Pick 'n Pay Western Cape, Mr
John Barry, said.

He explained that vesterday, the 25th, was payday
for many of his customers and stores throughout the
Peninsula experienced “highly satisfactory sales —
especially in foodstuffs”,

He said that he expected a slight drop in the sales
of luxury items, but added that it was a “little too
early” for more detailed comment.

. Increase in sales

The general manager of Stuttafords in Cape Town,
Mr F Vehmeyer, said that his store had experienced
a “wholesome increase” in sales,

“The GST coming into effect might have had some-
thing psychologically to do with it. But the sales’
inereases were not restricted to any one area — they
were iricreases right across the board,” he said.

Café bwners also agreed that it was too early to
gauge whether the 12 percent GST would consider-
ably affect their trading. One owner said that Mon-
days'ﬁg:gre ‘normally quiet days, but he had not no-
ticed d'decrease in the number of his customers,

“Today was a quiet day— but that’s not because of
the GST.1don’t think the increase in sales tax would
affect me much anyhow. People have got used to the
fact that prices are increasing,” he said.
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Audit teams

R35m in unpaid taxes

) By GERALD REILLY
. Pretoria Bureau
SPECIAL audit feams of the Direc-
torate of Inland Revenue uncovered
another R17-million in unpaid taxes
in February — more than Ri13-mil-
lion of it in the Johannesburg area.
This makes a total of R35-million
recovered since the special investiga-
tions began four months ago.
E jists said th

the ts indi-
cate the extent to which tax evasion

was taking place in the country.

" The Chief Director (Operations) of
the Directorate, Mr Schalk Albertyn,
said the amounts did not include the

discovery of unpaid general sales tax,
which amounted to millions of rands.
- “Most of the money recovered con-

stituted tax avoidance, where taxpay-
ers claimed deductions they were not
entitled to. They were stretching the
provisions of the Act beyond reason-
able limits.”

The audit teams consist of profes-
sionally qualified national service-
men who were given basic training.

But for

the efforts of the audit teams,

the money being ugeratched out” in

unpaid

taxes would have been lost, Mr

Albertyn said.

In his Budget speech the Minister of
Finance, Mr Barend

warned that new tough
be adopted to eliminate large-scale
hitting out at “those

tax evasion,
g a lift on the backs of their

cadgin|
fellow

South Africans”.

du Plessis,
tactics would

cover

Mr Albertyn yesterday repeated
the Minister's offer that those tax
dodgers who surrendered up to the
end of June would be treat,edp lenient-
ly. After that “the; will be hit with the
full foree of the law”.

The PFP’s spokesman on Finance,
Mr Harry Schwarz, said it was obvi-
ous that la‘r|ge Lamounts were being

jon

lost [

When the tax system was seen {0 be
fairer, a better relationship would de-
velop between the Government and
taxpayers.

! burg tax Teant

Costa Divaris, said tax morality in SA
had sunk to the bottom. One reason
was a tax system seen by the public to
be unfair and inequitable.
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The Assocom spokesman said

| Levies for local govt systemn-will fuel inflation . .l

New t

] I P

1 By Colleen Ryan, «paxes in South Africaare  ning, Mr Chris Heunis, said rev- |

i Pretoria Bureat already way above the average  enue on the taxes could exceed further _digcussion would be

i A new tax shock which could in the Western world. The R1 000 million. held with the Government after |

H fuel inflation and place an Jevies will be highly inflation- © - A spokesman for another publication of the draft legisla- |},

H added burden on the man in the ary and contrary to the spiritof . major retail chain, Mr Joel tion next week. | x

‘N street is likely to be introduced  Mr Barend du Plessis's Budget. Wolpert, said: “The Jevies will The Regional Serviees Cout-, i.':"
tive effect on the . i) Bill which is to be presented “:i:

il by the Government before the The proposed levies are: have a 1ega

i3} end of the year. @ Traders whose goods are sub-  economy and Wi be an addi- 10 Parliament, has undergone

§ At least two levies on busin-  ject to general sales taX will  tional expense carried by bu- . several changes since it was
§ ” ~'first published last year. The

1% esses will be implemented to  pay a levy based on 2 percent-  Sinesses. )
1] help finance the new system for  age of the tax they collect. Re- South Africa’s largest - em- ‘most important provisions are:
1} local governmen tailers will be hardest hit by ployer groups, the Associated @ The Regional Services Coun-
H Legislation to establish Re- the fax and they are \ikely to  Chambers of Commerce, -the " cils will be permitted to supply
gional Services Councils and to pass this cost on to consumers. Federated Chamber of. Indus- ' Dulk services such as watel,
provide funds for local authori- @ A salary and wage levy will  tries 254 the Afrikaanse Han- electricity and transport, pre:
ties is to be submitted to Par- be paid by all businesses, a5 delsinstituut, held discussions viously supplied by individual
M1 liament after the Easter recess. well as Government, provincial on the levy with Mr Heunis and municipalities.
Leading businessmen have and municipal employers. The other Cabinet Ministers in Cape @ They will collect the new
expressed shock at the new levy will be based on a per- Town last Friday- pustess taxes and redistribute
:q| measures and have warned that centage of the employers’ Wage A spokesman for Assocom them to local authorities to as-
they could fuel inflation. ' andsalarybill. . - - said the meeting was confiden-  Sist them in development. A
—4|  Retail spokesman Mr Ray- ° ‘When details of the Jevy Were - {ial and details could not be dis- - large proportion of the money
mond Ackerman said the levies ~ first given in December last closed, Tt is known that busi- . is to be spent ‘on developing
would affect consumers ad- - year, the Minister of Constitu  mess leaders are oot entirely - blacks coloured and Indian
versely. : : tional Development and Plan-  happy with the proposals. townships.
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TAXATION

The new taxes imposed on banks and life
offices in the March Budget could be the tip
of an iceberg, despite official hints of immi-
nent watering down for the banks. Fears
among bankers are that the latest measures
may be the beginning of a longer term tax
clampdown on financial institutions.

1t is understood that the new taxes, offi-
cially estimated to raise R100m from banks
and R77m from life offices, were imposed on
a sector that is perceived as being profitable
on the one hand, but is also paying very low
rates of tax on the other.

In view of this, financial institutions must
be the obvious target of a Treasury that is
strapped for cash.

Bankers fear too that the rather radical
departure in the way banks are being taxed
may have been given the green light by the
Margo Commission on tax by Finance Min-
ister Barend du Plessis. If that be the case an
important precedent could have been set.

Tax rates of those involved in business and
commercial life vary enormously. Pension
and retirement annuity funds do not pay tax
— but they do have to invest in certain
prescribed assets. Banks pay between 1%-2%

(measured on cash actually paid to Inland'

Revenue). Life offices officially pay 27,5%
(on life insurance investment income only).
Small businesses pay 50% and individuals up
to 53,5%.

Michael Stein, co-editor of Silke on SA

Income Tax, says the new taxes have been
applied on an ad hoc basis to enterprises that
appear to be cash cows. But he argues that

being hit. A higher tax rate applied to any
enterprise is paid for by the individual: cus-
tomers pay more, shareholders receive
smaller dividends and employees less remu-
neration.

“The worrying effect of these new ad hoc
taxes is their application to a tax system that
has had its taxbase eroded. Practically no
business enterprise pays the official tax rate
because of aberrations that have been built
into the law over decades — exemptions,
rebates, allowances and so on. Presently, the
whole system reeks of discrimination.”

The new financial institution taxes have
been imposed on enterprises which, on a
simple analysis, are paying very little in tax.
None of the “big five banks” pay more than
2% of operative profits in current tax. Bar-
clays, for example, paid only R0,6m of its
declared R32,5m tax charge in current tax,
or cash, in its 1984 year. The balance is
deferred for future payment.

The life offices also appear to pay very low
tax rates. Liberty Life’s latest accounts show

investment income — a tax rate of 7,25%,
not the official effective rate of 20%.

Behind these simplified analyses lie vast
complexities. Take banks, for instance. They
can legitimately claim tax allowances on
items such as plant and machinery that are
leased to clients.

At the current prime overdraft rate of
25%, such a lease would cost the client only
about 5% finance charges on rentals. Be-
cause all banks can claim the allowances, the
deals are usually struck on a tender basis,
with the banks passing the benefits of lower
tax rates on to their clients.

Stan McDonald, Barclays semior GM,
points out that the banks make their profits
on such deals in the time-honoured way: by
taking a cut between their cost of funds and
the rate charged to the borrower. The tax
allowances merely reduce the actual finance
charge, not the cut the bank takes. But

_unfortunately for banks, the effect of the tax

allowances is reflected in their, and not the
clients’, accounts.

But the outlook for financial institution’s
taxable status is far from rosy. Although the
Margo Commission is examining the equaki-
sation of tax rates of all enterprises, it is also
understood to be concerned with the rela-
tionship between tax shelters and the pattern
of savings in the economy.

There is no doubt that the tax advantages

“it’s the individual taxpayer and saver whois |

that the company paid R19m on R262m

.
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Is there more to come?

offered by the life offices have attracted
hm(:ire funds than they would otherwise have
ad.

Indeed, life offices, with revenue from life
insurance premiums and pension contribu-
tions, are the fastest-growing form of eco-
nomic enterprise in SA. Latest figures show
that they must invest a gigantic R29m every
working day.

It is generally invested in low-risk assets
such as shopping centres and the shares of
proven public companies. But with the of-
fices ever-growing income, they have
branched out into a wide variety of enter-
prise, from farming to car manufacturers
and the leisure industry.

One way of slowing the exponential
growth of the financial institutions is by
shifting the tax burden. For the current sys-
tem of actual and not official rates is penalis-
ing the West’s new economic engine — the
small business. [ ]
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a ‘political

| success5/

% Mr Jac Rabie

HOUSE OF REPRESEN-
TATIVES. — In broad
terms the Budget intro-
duced by the Minister of
Finance, Mr Barend du
Plessis, was a success but
when the political and
social aspects were tak-
en into consideration it
definitely was not, Mr
Jac Rabie (LP Reiger
Park) said yesterday.

Speaking in_ the
Second Reading debate
on the Budget, Mr Rabie
said the increased sales
tax had been reckless.

The man at the bottom
paid just as much in GST
as the one at the top and
it was coloureds, blacks
and Indians who suf-
fered. Those at the bot-
tom had to pay GST on
paraffin and foodstuffs
while those at the top es-
caped GST on electricity.

Mr Rabie suggested a
two-level system of GST
_ foodstuffs should be
pegged at four percent
while that on other goods
should be 15 percent.

Replying to the debate,
the Minister of Finance,
Mr Barend du Plessis,
said the government had
had to choose between
drawing up 2 politically
popular Budget or one
which was responsible
and economically sound.
1t had chosen the latter
in the interests of South
Africa’s future. — Sapa




TAXATION

Bankers have won several concessions from
Finance Minister Barend du Plessis regard-
ing the deposit tax imposed in the recent
Budget (FM March 22).

Expected to raise a one-off R100m, the
proposed 0,25% rate has been effectively
reduced by making the levy deductible from
income, and relaxing the instalment pay-
ment dates.

Perhaps most important of all, the levy is
applicable for this year only, and “it is not
the intention to repeat it next year.” The
base for the tax will be the average 1984
quarterly deposits held by institutions regis-
tered in terms of the Banks Act. Discount
houses are exempt from the impost.

Du Plessis mentioned several factors in the
announcement indicating the veracity of the
case that bankers presented in challenge of
the impost. It was important not to put
“undue pressure on the cash flow of the
banking sector during a year in which their
earnings are not expected to be as buoyant as
in previous years,” said Du Plessis.

While bankers resent the tax, it is not
without its precedent. In 1980, Britain im-
posed a one-off windfall tax on banks that
raised £355m. The reason for the impost was
Whitehalls opinion that the banks were sim-
ply making too much money. Du Plessis’
reason for the bank levy — and the increase
in life offices tax to raise an estimated R77m
— was probably based not so much on the
profits financial institutions make, but on the
low taxes they pay.

Certainly the banks can easily afford to
pay the levy, much as it might be an affront
to shareholders. None of the “big five”
banks, with total assets of R68 billion, pay
more than 2% of their operating profits in
tax.

And, ignoring the R100m to be raised by
the levy, Inland Revenue will receive less
than R10m in the form of income tax from
the banking sector in 1985. The sector is
expected to produce profits of R400m this
year, so the new levy will increase the effec-
tive tax rate from about 2% to around 25%.

Pat Quarmby, tax partner at Ernst &
Whinney, says the bank tax is somewhat
unfair because it is based on historic results.
“At the time, banks had no idea the tax
would be imposed, so they could not build the
cost into their financing structures.”

Quarmby says that, despite appearances
to the contrary, the tax levy is not retrospec-
tive.

A leading tax attorney adds that the bank
deposits are used merely as a reference point
for the tax. The level of deposits would en-
sure that the R100m is shared equally by
banking_ institutions, although the ratio of

o |

Banking levy relax

profits to deposits does vary according to a
bank’s business mix.

Du Plessis also suggested that the conces-
sions were made against the new capital and
reserve requirements that banks will have to
comply with — probably from 1986. This
tightening up of the banking system follows

X i

Ernest & Whinney's Quarmby ...
tax is unfair

from the Basle Concordat, which requires
that no bank in the world escape supervision.

Du Plessis said banks would be restricted
in their foreign exchange dealings by the
proposed legislation, and this would curtail
their freedom and probably impact on pro-
fits, Under present regulations, banks have
almost unlimited potential in forex markets.

The Bill to introduce the new measures
will probably be passed in this parliamentary
session and come into operation in 1986. It is
expected that the measures will be phased in
over a five-year period from next year. Also,
the requirements will be linked to the asset-
side and not the liability-side of the balance
sheet, with different requirements according
to the risk of the asset held.

This means that as a bank’s assets in-
crease, so its capital and reserves will have to
increase. Such an increase can either be
funded by shareholders’ cash or through re-
taining profits. The recent R117m rights
issue by Stanbic was a case in point.

Although the bank levy is now clearly not
to be repeated in its present form, the fear in

some circles is that financial institutions will
again come under the taxman’s axe next
year, possibly through a complete change in
their tax structure or an increase in the
income tax rate.

The Margo Commission on tax is known
to be particularly concerned about the ero-
sion of the tax base by tax allowances and
other concessions. The erosion is reflected by
the average company tax rate of about 25%
instead of the official rate of 50%, and the
low rates of the financial institutions.

Certain commission members, speaking in
their private capacities, have said they would
like to see all tax concessions replaced by
direct cash handouts from Parliament. This
line of thinking would be injurious to the
banks, which have reduced their effective tax
rates from the official 50% to 2% by claiming
and using various tax allowances.

There is also concern in official circles that
the tax system has given undue fiscal privi-
lege through tax-sheltered savings to varions
financial institutions, particularly the life
assurers. They, for example, now invest a
massive R29m every working day.

Although there are many reasons for the
booming income of the financial institutions,
there is no doubt that the tax system has
encouraged this kind of contractual saving.
So the financial institutions may be in for
more tax surprises and less sympathy from
Pretoria.

HIRE PURCHASE
Crowded car lots

Visions of overcrowded repossessed car lots
are beginning to plague banking halls. The
number of hire-purchase defaulters is rising
dramatically. In the case of motor car deals,
repossessions have leapt by as much as 300%
on a year ago.

As it stands, some of the banks must now
rank as the largest second-hand car dealers
around.

Although the banks claim they have made
provision for this increase in defaults, there is
concern that conditions could worsen sub-
stantially during the year. Says Duncan Ree-
kie of Stannic; “Our arrears are a lot higher
than last year and the situation could get
much worse as the man-in-the-street suffers
even further.”

Wesbank sees its provision as being 20%
higher for this year, while Volkskas, on the
other hand, has witnessed a 300% increase in
arrears,

Nedfin, although slightly more selective
with clients and aimed mainly at the top end
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F eing the
country’s
’big spenders

! THE tax collector, a central figure in every revolu-
tion since the tribes of Asia Minor poured molten
gold down the throat of an avaricious Roman gover-
nor, has assumed a sinister prominence in South
Africa.

The mildest taxpayers are getting into an ugly
mood as the Receiver of Revenue arrogates to him-
self the right to know whether the person you took to
dinner in 1982 was your client or your mistress.

When the state hounds its people to track down
every last penny of taxable wealth, it makes en-
emies of its best defenders. The tax collector be-
comes, in effect, the recruiting agent of rebellion.

'f‘he mystery is why the Receiver has assumed this

role. :

One needs to understand that the office of the
Receiver is essentially a mechanism designed to
transfer wealth from Johannesburg to Pretoria,
from entrepreneurs to eivil servants, from English
to Afrikaans.

It has worked like a charm.

As recently as 1977, for example, an outstanding
Stellenbosch economist, Professor Sampie Terre-
blanche, told an Afrikaans audience that South
‘African whites must face up to the need to share

+ wealth with blacks, adding comfortingly that the

: wealthiest communities were in any event the Jews
and the English.

It is no longer so. By 1980, according to figures
given to Parliament a few weeks ago, the English
community (presumably including Jews) was trail-
ing badly, providing the country with most of its
poor whites but a minority of its wealthy.

Of the 2 940 people earning more than R100 000 a
year, 2212 had Afrikaans as their home language;
only 548 were English, 47 were black, 14 Indian and
seven coloured. Control of the fiscus is clearly a key
to prosperity.

Today, anybody of any race in South Africa who
earns more than R40000 a year, according to gov-
ernment statistics, is most likely to be an Afrikaner.
Any white person earning less than R1 000 a year is
most likely to be English.

These figures confirm the impression which you
can form for yourself any Sunday afternoon by-driv-
ing through the immense prpammmms—— o
new suburbs that spill .
across the hills in every
direction from Pretoria:
the stereotype of the poor
Afrikaner has long been *
obsolete. The mandarins
are fat cats.

- Pretoria needs taxes
bevcause it has a high
standard of living to keep
up. Any senior civil ser-
vant who sends his wife
out to work is automati-
cally in the upper
classes, which explains

| why, in the words of a

! visiting diplomat, there

| sttelexsn.topbe more Pors- ; L5

i ches in i i : .

1 Boon, retoria than in ™y o B he nis

Who are these rich : LA i
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people?

They are ordinary nine-
to-five civil servants. Mr
Chris Heunis’s depart-
ment of constitutions, for
example, has 15 people
earning more than
R55000 a year, and an-
other 134 who earn
R26 000 to R55 000. If you
don’t earn R2 000 2 month
in Pretoria, you're no- B
body. -3

The government de-
partment laughingly
known as Co-operation
gnd De}\:elopg;)ent hals no faco S

‘ewer than 460 people in y .
this New Class (f one  Prof Terreblanche
may be permitted to steal a label from Yugoslavia’s
disillusioned Marxist Milovan Djilas). The State
President, known for his frugality, has only 53.

The New Class largely comprises technocrats, the
top engineers and architects, the medical superin-
tendents and the chief magistrates; but it includes
many who can’t be identified except perhaps as
Senior Clerks, Grade 1.

What do they do for their money?

It is not easy to say. The explanations given to
Parliament are sketchy at best. Mr Heunis, to cite a
random example, is spending more than R28 million
this year on “demographic studies”. X

Demographic studies? Couldn’t we give the job to
a graduate student with a computer and reward him
with a Ph D? Or ask Professor S P Cilliers of Stellen-
bosch for the answer, since he probably knows it
already?

But wait! Mr Heunis’s merry men are also spend-
ing R36 million on “statistical services”, presum-
ably non-demographic. They spend more than R8
million on “planning”. Another R6 million goes to
“management”. Then there are smallish additional
sums, a couple of million, for “economic planning”,
for “physical planning”, for “social planning”, for
“seience planning”, and for “constitutional plan-
ning”.

Another R2,5 million is swallowed by “research”,
which presumably covers neither demographic
studies nor statistical services, and which is mani-
festly not planning.

You think it doesn’t add up? Mr Heunis presides
over the expenditure this year of R5000 0060 000.
That’s right — five-thousand-million. It is half the
entire gold. production for the year.

Look at it another way. The army’s Operation
Thunder Chariot has been criticized because it is
said to have cost more than R25 million; with Mr
Heunis’s budget the army could have mounted
21000 such operations and have change left over.

Then, too, Mr Heunis likes to give money away. He
is spending R11 million on Bloemfontein, R20 mil-
lion on Bronkhorstspruit. (If you don’t know where
Bronkhorstspruit lies, just wait: it will soon be an
eastern suburb of Pretoria.)

Of cuurse, the government’s real expert at giving
away money is Mr Pik Botha. He's giving away a
billion or so in “foreign aid and development co-
operation”, some of it {o pay the salaries of second-
ed white civil servahts who are teaching the black
civil servanis of Bophuthatswana, Transkei, Ciskei
and Venda the tricks of living off the taxpayer.

The government claims it does all this spending to
keep us safe from revolutions. But there’s a better
way. The state now confiscates in taxes more than
R31billion a year — enough to give every black man,
woman and child a regular income of R1 000 a year,
and enough left over to pay for an army.

The trouble with the poor, said American radical

. author Saul Alinsky, is they don’t have any money —
! why not give it to them?

Why not, indeed? Cut out the middleman, give
every black person R1 000 a year, or R5 000 for the
average family, and the ANC wouldn’t have a snow-
ball's chance.

That way, we wouldn’t need an army, we’d hardly
need a police force, and we certainly wouldn't need
Mr Heunis or his merry men. We would be a stable
society.



29 offices represented, comprising insurers
and reinsurers, voted unanimously in favour
of a recommended scale of minimum rates
for storm damage.

1t was clear the initiative came from the
reinsurers. Recently they had decided to es-
tablish separate accounting of the premiums
and claims arising from special perils.

Insurers were immediately faced with the
problem of allocating a portion of the premi-
um from the overall fire policy to the special
perils cover. Before they started on the fig-
ures, they knew well enough that they’d end
up with precious little of the premijum to
cover the balance of the policy.

A typical commercial or industrial fire
policy would include cover for fire, industrial
riot, strike, impact, lightning, earthquake
and, of course, the special perils.

In the good old days, the rate for this lot
would come to about 0,25%/year of the sum
assured, made up of 0,1% for storm, 0,12%
for fire and, say, 0,03% for earthquake.

Since then, competition has done won-
drous things. Reinsurers have been gasping
for business, brokers have been competing
for accounts, and the insurers were caught in
the middle. In succumbing to the combined
forces, the insurers’ overall rate was whittled
down to between 0,06% to 0,12%, while at
the same time cover expanded dramatically.

“Assets All Risks” policies, for instance,
were a more recent development where the
assets of a company are insured against all
risks under one package deal. Such policies
did not revcal any splitting of the premium
into different rating sections, even though
such things as burglary, transit, and fidelity,
as well as the fire and special perils covers,
could be rolled into one.

Under fierce competition, such non-disclo-
sure meant that some elements of the insur-
ance carried no premium at all.

But now the rates to be established for
special perils are:

DO 0,075% on the first R20m sum insured;
O 0,06% on the next R80m; and

0O 0,04% on the balance; while

0 it is recommended for insured assets of

SAIA’s N

the rates up

over R250m that application be made to the
special perils rating committee of the SAIA.

A number of “conventional solid construc-
tion” risks are excluded from the above,
because these are not normally the source of
large catastrophe losses. This category in-
cludes banks, churches, clubs and colleges,
for example, and the minimum rate here is to
be 0,035%.

The rates will apply to both material dam-
age and consequential loss covers, There is a
special formula, however, to determine rates
where the period of indemnity exceeds 12
months. It is also recommended that profit-
sharing elements, where a portion of premi-
ums is refunded for good behaviour, should
not be considered.

It can be seen from this that, where a
company is paying around 0,06% for an

Assets All Risks policy with sums insured of,
say, R100m, its new rate will average
0,063% just for the special perils cover.

Says Newman: ‘*‘Understandably, we
can’t impose the new storm rate on top of the
existing rate; you can't sort the problem out
overnight. So we’d probably ‘massage’ the
rate.”

In practice, the likely outcome for a risk at
the level of R100m might amount fo 0,10%,
made up of the 0,063% for the special perils
cover plus about 0,04% for the balance of the
cover. This would amount to an increase in
premium of 67%, from R60 000 to
R100 000.

Excluded from the rec ded rates is
householders’, homeowners’ and motor busi-
ness, where special perils are insured under
the accident account for which the associ-
ation has still to gather statistics. In the
accident department is included private
motor, fleet business, contractors’ all risks
(CARs) and goods in transit.

The correction has long been overdue. In
1984, the combined loss ratio for the fire
department was 134%; that is, claims plus
expenses and commissions came to 134% of
the premiums. For the previous three years,
the industry had also experienced such nega-
tive positions: 133% in 1981, 106% in 1982
and 109% in 1983.

Says David Alston, executive director of
the SA Insurance Brokers’ Association:
“Having regard to the bad claims experience
to date, our association realises the need for
insurers to recoup their position. Without the
necessary capacity, the operations of our
members would also be severely restricted on
this class of business.

“However, brokers will continue to act in
the interests of clients, obtaining the best
cover for the lowest price.”

Add to this the fact that AA Mutual is not
a member of the SAIA, and you have a
similar recipe that spoilt the dinner for the
insurance cartel. This had tried to jack up
premiums across the whole commercial and
industrial fire business — but it didn’t work
very well at all. [ ]

PERKS TAX

Probably the most confusing of tax issues is
the administration of fringe benefits. Legisla-
tion on the matter is still in a state of flux,
with yet more changes expected to be an-
nounced in Parliament in the next six weeks
or so.

But, faced with the tax from March 1,
employers have to rely on their reading of the
Seventh Schedule to the Income Tax Act, two
press releases from Finance Minister Barend
du Plessis, and statements made by Inland
Revenue officials, either in public or in
answers to queries from taxpayers.
LSince there are many areas where the ap-

plicability of perks tax is still unclear, the
FM, together with accountants Ernst &
Whinney, and Inland Revenue, have compiled

= —

the following guide on some of the more
confusing areas of the new tax.
Perks tax became payable as of March 1

Getting some of the answers

1985. When is the tax actually payable, and
which PAYE tables apply?

Employers may defer the payment of
PAYE withheld on fringe benefits for the
month of March 1985. This amount is to be
remitted together with the April PAYE pay-
ment, so that employers will have to either
accumulate two monthly deductions, or
make a double deduction in April. From
March 1985, PAYE will be deducted using
the existing PAYE tables, until the new
tables come into effect on July 1 1985.
Housing loans are usually repayable with
interest and capital determined on a monthly
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basis. What will the position be when a loan is
repayable, on, say, a rate of interest com-
pounded daily, weekly, monthly, quarterly or
annually?

The taxable benefit will be the difference
between the official rate of 18% and the rate
at which the employee is charged. The tax-
able benefit will be computed according to
the repayment terms of the agreement.
What about housing loans that are restricted
to certain classes of employee?

If the scheme is approved, thereby quali-
fying for the seven-year phasing-out
allowance, it will be restricted to the named
specific class of employee.

What of a housing bond that has been re-
placed by a loan granted under an approved
housing scheme?

The loan will qualify for the phasing-out
concession provided the original loan was
used for the erection or improvement of re-
sidential property. If the replacement loan
was granted after March 1 1985, the phas-
ing-out will apply only to the first R50 000
portion of the loan.

What of an approved housing scheme loan
that is increased after March 1 1985 to an
amount exceeding R50 000?

The phasing-out will apply to the first

R50 000 portion of the loan only.

An employee moves from company A to com-
pany B, both of which have approved housing
schemes. If the loan at the date of transfer
was in excess of R50 000 and the grant of the
new loan is after March 1 1985, what quali-
fies for phasing-out?

Phasing-out will apply to the full amount
of the loan regardless of the amount at the
date of transfer. No phasing-out will apply to
an amount granted in excess of the loan at
the date of transfer. ,

Will Inland Revenue approve direct and indi-
rect housing subsidy schemes?

Yes. But for the year of assessment ending

February 28 1985, the subsidy will be taxed
in the employee’s hands. It is unlikely that
assessments prior to this date will be re-
opened to tax a subsidy.
An employee has two company cars, and the
smaller car is used by his wife — but is not
used predominantly for business purposes.
How will these perks be taxed?

Both cars will be taxed according to the
relevant tables, and both will be given the
phasing-out concession. But the second car
benefit will not be calculated on the cost to
the company.

What happens when an employee contributes
R10 000 towards a company car that costs
the employer R20 000?

The perks tax must be calculated accord-
ing to the cost to the employer. But note that
ﬂe employee cannot deduct from the taxable

benefit the business costs relating to his con-
tribution, such as interest payable on a loan.
What about a company car financed with a
financial lease, and the employee, having cho-
sen a more expensive car, contributes towards
the lease payments?

e ———

The perk will be calculated on the full cash
cost in the lease. But note that the employee
can deduct his portion of the lease payment
from the taxable benefit.

What about a special case of, say, a geologist
operating in a barren area, who is given an
expensive off-road vehicle?

No special concessions or relief apply. The
only retief is if the geologist does less than
10 000 km/year on private travel, thereby
qualifying for a named perks tax concession.
What would happen in another special case
situation of an employee using a car for 24-
hours call?

A hard line will be taken — with the

employer left to police the situation. The
employee must use the car regularly outside
business hours for business purposes. His
employment terms must state explicitly that
he may not use the car for private purposes
other than for travelling between home and
work.
Are there any special rules pertaining to the
definition of the determined value of company
cars, which is usually the cost to the
employer?

For motor manufacturer employees, the
determined cost will be the “dealer billing
price” less 20%. For employees temporarily
using cars of a second-hand car dealer, the
“cost” will be calculated on the average price
of car stocks on the last day of the tax year.
Are there any special rules to govern reimbur-
sive car allowances, which cannot be finally
determined until the end of the tax year, and-
the payment of PAYE?

No. But what must be taken into account
is that the allowance must be genuine. Thus
an allowance to cover travel between home
and work will be subject to PAYE.

S ——
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What will be the official attitude towards the
many methods used to determine the deduc-
tion allowed to an employee against a travel
allowance?

Any chosen method will be acceptable
provided it is substantiated by comprehen-
sive and accurate records.

An employee owns his own residence and is
provided with accommodation while working

on site. Is this a taxable benefit?

Yes, but there are no hard and fast rules,
and each case must be determined on its own
merits. As a guideline, if he is absent for less
than six months, no taxable benefit would
arise. In certain cases this could apply even
to a period of 12 months. This practice will
also apply to expatriates.

How is withholding of PAYE to be applied to
soft loans?

PAYE must be deducted on each date
interest is payable if it is paid monthly.
Where no interest is paid, or it is paid annu-
ally, PAYE must be deducted in equal pro-
portions during the year when cash remu-
neration is payable.

What exactly is meant by a “casual loan”?

To be casual, the loan must be short-term
and should not be granted at regular inter-
vals. And it must not be a facility available to
all employees or all classes of employees.
What are the practical details of the special
rules for the payment of entertainment
allowance PAYE?

PAYE is to be withheld each month the
allowance is received, as and when the cash
remuneration is payable to the employee. In
exceptional circumstances, a directive may
be issued to permit the allowance to be paid
without PAYE deduction.

What about the PAYE rules on allowances
other than for entertainment and travel?

No PAYE is payable. Reimbursive allow-
ances, such as those for subsistence, are dealt
with in the main body of the Act — Section 8.
Does this mean that it is unnecessary to
reflect on the IRP form subsistence allow-
ances that are equal to or less than the
amount laid down in the Act?

Correct. No disclosure will be necessary.
Say a long service award is granted to an
employee each year, and the amount of each
payment is less than R2 000?

Legislation has been drafted to prevent
abuse of this concession. A non-taxable
benefit will only arise if the long service is of
20 years’ duration and every 10 years there-
after, or on resignation or retirement.
What will be the “market value” of an asset
acquired by an employee for less than full
value?

The amount reflected on a certificate is-
sued by a reputable independent valuer.
What if an employer discharges the debts of
an employee expatriate, such as school fees,
holiday travel and the like?

The amounts are fully taxable. There are
no concessions applicable to expatriates.
What is the perks tax position of company
contributions to employees’ pension, medical
aid and group life schemes?

None of these payments give rise to a
taxable benefit. a
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made redundant, (b) dismissed and
(c) retired prematurely as a result of
these staff cuts; if so, how many in
each race group in respect of each of
the above categories;

(4) in respect of what date is this jnfor-
mation furnished? 15 dhis infor

The MINISTER OF HOME AFFAIRS:

(1) to(4) As the curtailment in personnel
oxﬁg&::..m as announced by the
State President, only becomes ‘effec-
tive from 1 April 1985, 1 cannot
answer the Honourable Member’s
question at this stage.

(a) and (b)
Dr A S Jacobs (Chairman)
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Middelburg by-pass road to Belfast
750. Mr P G SOAL asked the Minister of

Transport Affairs;

(1) Whether, in view of the additional
revenue that will accrue to the Nat-
ional Road Fund owing to the in-
crease in the road levy, he plans to
complete the Middelbur, by-pass
road to Belfast; if not, (a) why not
and (b) when is it anticipated that it
will be completed; if so, mv when (aa)
will work on the by-pass road com.
mence and Mws is it due to be com-
pleted and (ii) what is the extent of

this increase per litre of fuel sold;

Mr18 Geldenhuys (Vice-Chairman) ... Department of Agri

Committee regarding the Economic Positlo;
of the Farmer and Agricultural Financing m__“
General

. Nwma %: M A TARR asked the Minister of

(a) What are the names of the
serving on the Committee qnmnqmwhmmwm_w
Economic Position of the Farmer and
Agricultural Financing in General (Jacobs
Committee) and (b) what organizations do
HmN%nE%oi on this Committee in each

The MINISTER OF FINANCE:

South African Reserve Bank

cultural i

; Marketms ral Economics and
epartment of Agricultural E i
Matkermg gri al Economics and

---. Land and Agricuitural Bank of South Africa

Land and Agricultural Bank of § i
Department of Finance of South Africa
Department of Finance

. anod_a..m_ Credit Board

- Department of Trade and Indus

. South African Agricultural C:..h_ﬂv.
- South African Agricultural Unjon

(2) whether he will make a
sta
the matter? fement on

The MINISTER OF TRANSPORT AF-

FAIRS:

(1) Yes.

(a) Fallsaway,

?V>~m<mn:=amnmnﬂ_.c
between 1988-89, nable date

(i) (aa) Provisional duri
August Gm% Hrine
(bb) Please refer to my re.
ply at (b). vre

(ii) 1,946 cent per litre which Own Affairs:

will resuit in an estimated
additional income of R164
million during the 1985-86
financial vear.

(2) No, not at this stage.

Attention is drawn to the fact that the
announced increase is not in respect of
road levies which in its existing connota-
tion is commonly associated with tolf.
What has in fact been approved is an in-
crease in the levy which the Minister may
in terms of section 2 (1A) of the National
Roads Act, 1971 (Act 54 of 1971) impose
on every litre of petrol or distillate fuel
which is sold or supplied by any person at
any point in the Republic for consump-
tion, or imported by. any person into the
Republic, with the concurrence of the
Minister of Finance and the Minister of
Mineral and Energy Affairs.

pawnd Q. bl . 257
EnanSxMr: -ﬂ

inister

220
“Dr W J SNYMAN asked the
of Finance:t

What total amount of income tax was
paid by private persons in respect of each
specified population group during the
1983-84 financial year?

The MINISTER OF FINANCE:

Statistics in respect of income tax paid
are not available. The following statistics
are however furnished in respect of assess-
ments issued until 31 January 1985 for the
1983-84 tax year:—

R
.. 3421951000
84 751 000
110 592 000

Coloureds .......viiii.

Note: The statistics at my disposal re-
Iate only to tax levied under the Income
Tax Act, 1962, which Act was not applic-
able to the income of Blacks in respect of
the 1983-84 tax year.

HoA

Teachers’ associations/federations

69. Mr R M BURROWS asked the Minis-

ter of Education and Culture:

Whether his Department recognizes, for
consultation and negotiation purposes,
teachers' associations and federations; if
not, why not: if so. (a) which associations
and federations are recognized by his De-
partment, (b) what number of teachers
are represented by each of these recog-
nized bodies and (c) what criteria are ap-
plied by his Department prior to its grant-
ng recognition to a teacher organization?

The MINISTER OF EDUCATION AND

CULTURE:

Yes;

(a) (b)
The South African Associa-
tion for Technical and Voca-
tional Education for teachers
at special schools, schools of
industries and reformatories
and training centres for men-

tally retarded children 2493
The Association of Technical
Colleges 2055
The Federal Council of
Teachers’ Associations 50 000

(c) The Department of Education and
Culture s responsible for the admin-
istration of the educational and train-
ing at special schools and schools of
industries and reformatories in terms
of the Educational Services Act, 1967
(Act 41 of 1967): training centres in
terms of the Mentally Retarded Chil-
dren’s Training Act, 1974 (Act 63 of
1974) and technical colleges in terms
of the Technical Colleges Act, 1981
(Act 104 of 1981) and their associa-
tions are therefore recognized for
purposes of negotiation.

The Federal Council of Teachers’
Associations represents the vanous
associations of teachers employed at
provincial level. The Department of
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(ii) 1,940 cent per hue which  Own Affairs:
will resalt in an estimated i
additional income of R164 Teachers’ associations/federations
million during the 1985-86
financial year.

Cc::.:,:..& regarding the Lconomic Position
of the Farmer and Agricultural Financing in
General

L
Ay

g

69. Mr R M BURROWS asked the Minis-

733. Mr M A TARR asked the Minister of
ter of Education and Culture:

Finance: -3

I

oA

(4) in respect of what date is this infor-
mation furnished?

'he MINISTER OF HOME AFFAIRS.

(1) to(4) As the curtailment in personnel
expenditure as announced by the
State President, only becomes cffec.
tive from 1 April 1985, 1 cannot
answer the Honourable Member's
question at this stage.

(a) What are the names of the persons
serving on the Committee regarding the
Economic Position of the Farmer and
Agricultural Financing in General (Jacobs
Commitiee) and (b) what organizutions do
.:nv\;aab_.nwna on this Comnittee in each
case?

The MINISTER OF FINANCE:

(2) No, not at this stage.
-

Attention is drawn to the fact that the
announced increase 1s not in respect of
road levies which in its existing connota-
tion is commonly associated with rtoll.
What has in fact been approved is an in-
crease in the levy which the Minister may
in terms of section 2 (1A) of the National
Roads Act, 1971 (Act 54 of 1971) impose
on every litre of petrol or distillate fuel
which is sold or supplied by any person at
any point in the Republic for consump-

Whether his Department recognizes, for
consultation and negotiation purposes,
teachers’ associations and federations; if
not, why not; if so, (a) which associations
and federations are recognized by his De-
partment, (b} what number of teachers
are represented by each of these recog-
nized bodies and (¢} what criteria are ap-
plicd by his Department prior to its grant-
ing recognition to a teacher organization?

The MINISTER OF EDUCATION AND

(a) and (b) tion, or imported by any person into the  CULTURE:
E Republic, with the concurrence of the
1 DrAS Jacobs (Chairman) South Alrican Reserv i 5 Minister of Finance and the Minister of Yes:
T [ ¢ Bank £ h X L es;
2. Mris Geldenhuys {Vice-Charrman) Department of >mnn::=m%~ Economics and Mineral and Energy Affairs. b)
Marketing . () (
MrCRBaard ........ . U«wa”mwm“ﬁwcw Agricultural Economics and E I.Q\(.\.»\rvﬂ Q. Q: 57 The South African Associa-
4. MrJC . s " i 7 tion for Technical and Voca-
5 gwmn EI&WM& o hlmmm M”m »m._nc__”:;__ Wusm of South Africa 3 \W.Nbv Income tax 2 S \d { 5 tional Education for tcachers
e _and 4 rriculiural B ; : ol o s
6. MrlJHXKotze. ... .. anm.:Bn_:wc_% m_sﬂﬂ.nnn ank of South Africa k 8. Dr W J SNYMAN asked the Minister wﬁav_uwn“._p_, m.n:co_u. wr?..c_v of
7. MrHIJKleynhans . . Depart SV . of Finance:{ industries and reformatories
8. MrJle R Retief A m:h__ﬁ.pwmﬂ mm _n.._u:wmnn d : and training centres for men-
o (ric al Cr .- ! .
9. DrLWANel . Uwvu::.ai c3.~waawﬂ_u Industr What toral amount of income tax was tally retarded children 2493
10. MrJ A Jooste South African Agricultural C.:c:« paid by private persons in respect of cach The Association of Technical
11. Dr A PScholt South African Agricultural Union specified population group during - the Colleges 2055
’ 1983-84 financial year? The Federal Council of
Teachers’ Associations 50 000

Middelburg by-pass road to Belfast

/50. Mr P G SOAL usked the Minister ot
ansport Affairs:

(2) whether he will make a statement on
the matter?

The MINISTER OF TRANSPORT AF-

The MINISTER OF FINANCE:

Statistics in respect of income tax paid
are not available. The following statistics
are however furnished in respect of assess-

(c) The Department of Education and
Culture is responsible for the admin-
istration of the educational and train-
ing at special schools and schools of
industries and reformatories in terms

( in vi . FAIRS: menys issued until 31 January 1985 for the f the Educational Services Act, 1907
() .,.wa_om.“wm_..::‘“ <.A.wc<. o,m the additional 1983-84 tax yeari-— M}Q 41 c:. ﬂ.;_qu :,.F._M”__:m cnmﬁ.-nw in
ional %QM% Tﬂrrnwﬂ”__w&wc:”w Na- (1) Yos. terms of the Mentally Retarded Chil-
crease in the road ley: w:n _un _”_. P D R dren’s Training Act, 1974 (Act 63 of
nc_._._av_«ﬁ the Zwaanwm:q Juw_._mm_mm (&) Falls away. Whites ... 3421 951 00U 1974) and technical colleges in terms
road to Belfast; i . b} At ralde Asians ... . 84 751 000 of the Technical Colleges Act, 193!
elfast; if not, (a) why not (b) 2 yet undeterminable date Coloureds 110 592 000 (Act 104 of 1981) and their assocra-

and (b) when is it anticipated that it
E___ be completed; if 5o, i) when (aa)
will work on the by-pass road com-
mence and Mrcv is it due to be com-
pleted and (ii) ‘what is the extent of
this increase per litre of fuel sold;

between 1988-89.

(i) (aa) Provisionally

during
August 1985,

(bb) Please refer to my re-
ply at (b).

Note: The statistics at my disposal re-
late only to tax levied under the Income
Tax Act, 1962, which Act was not applic-
able to the income of Blacks in respect of
the 1983-84 tax year.

Hah

tions are therefore recognized for
purposes of negotiation.

The Federal Council of Teachers’
Assoctations  represents the various
assuciations of teachers employed at
provincial level. ‘The Depariment of

it LR
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Zeerust: Ikageleng . .

L icheenburg: Boikhutsq
Bloembhof: Boitumelong . ..
Schweizer-Reneke: Maamusa
ic_am;:mnmanwomw_,:zc:m -
Delareyville: Tswaing ..., .
Sannieshof: Agisang ... .|
Swartruggens; Barolela . . . |
Christiana: Paditshunyuna
Koster: Bantyville .. ...
Ventersdorp: Tshing . ...
Stilfontein: Khuma !, ... .
Orkney: Kanana.,.....
Biesiesvlej .. . .
Witpoort .,

Makwassi

Fochville: Kokasi . . .

PRIDAY, 20 APRIL 1985

Lebaleng ., ..

Central Transvaal Development Bourd

Warmbad: Belabela . . .
Brits: Efidhile .. ..
Thabazimbi . . .

Eustern Transvaal Development Board

Carolina: Ezenzeleni
Amersfoort: eZamekhuhle .. ..
Piet Retief: eThandakukhanya
Morgenzon; Sivukile .,
Amsterdam: KwaThandeka .

Davel: KwaDela.. . .. RN
Chrisstesmeer: KwaChibiklujy

Wakkerstroom: eSizameleni
Breyten: KwaZanele

Batherton: Emjinding ., .,
Lothat ... .

The 4:3::: relates to townships under the control
10se townships in respect

s of t

Umgwenya

however submitied separately here under,

Towns under Black Local A uthorities

Middelburg (Tvl):

Witban

of which Black local

1276
(a)(i) (i) (b)
1413 1167 2075
1748 1097 1413
1143 1290 2098
1845 1876 2040
1960 2012 2677
166 35 —
934 343 602
610 373 414
1290 1194 1652
1157 1222 1 140
1088 958 1628
4719 2563 3656
3148 2443 3008
54 33 64
»Nw 67 &2
. 9il 1578
1 7 21
36007 28114 39719
1774 1794 3567
2840 3596 6620
ol 143 203
6715 5533 10390
1259 842 2075
872 823 2055
2653 1520 5784
313 214 1577
287 339 752
374 101 1423
67 66 170
194 32 1006
2258 2373 4715
1349 904 1654
907 872 3651
2548 1552 5709
5w 405 1101
13600 10243 3oz

10371
15743
67745

577
7236
66290

of Develspment Boards only. Statis-
authorities have been constituted, is

g
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(a)(i) (ii) (b)
Johannesburg: Dobsonvitte 15931 11163 19997
Johannesburg: Soweto. . .... 180 569 186 055 101 804
Johannesburg: Alexandra.......... 17433 13492 31202
Krugersdorp: Kagiso ... ..... e 13813 14 143 29494
Springs: KwaTema......... SN 27386 26293 41945
Benoni: Daveyton ......... 27494 25041 44059
Germiston: Katlehong.. . .. .. 43074 25511 60 872
Benoni: Wartville .. ... ... 7299 4303 10391
Alberton:'Tokoza. . ............ .. 21294 10569 28 334
Kempton Park: Tembisa . . .. 76 42y 39915 45760
Boksburg: Vosloorus . ... .. Jo 050 13710 21712
Pretoniar Atteridgeville . . ... 24182 28245 21605
Pretoria: Mamelodi . . . .. FEDIR . 57152 44524 26651
Ermelo: Wesselton. . ..., P 8635 3485 8019
Kimberley: Galeshewe ............. .. 27337 26326 36 et
Bloemfontein: Mangaung . . 24 456 29838 30772
Welkom: Thabong 18 161 9 698 22 304
Vanderbijlpark: Seboken .
tong/Bophelong ... ..., 68 149 46785 74469
Vanderbijlpark: Evaton .. .. 17452 22410 33277
Bethlehem: Bohlokong . .. . 7991 6894 24493
Kroonstad: Seeisoville. . . . . 14594 19916 24928
Potchelstroom: Ikageng . .. . 13 465 13053 t6 199
Klerksdorp: Jouberton . ........ PR 13895 11031 13152
Port Elizabeth: Kayamnandi 66629 75 500 125523
Cradock: Lingelihle ... .. .. 2741 3635 7369
Grahamstad: Rini e 8Y70 10381 22776
Uitenhage: KwaNabuhle . e 14362 15338 30921
Sasolburg: Zamdela . . . .. P 11620 3236 3384
Vereeniging: Sharpeville............... 12984 14101 18 354
970 442 828 694 1127354
- @v feunsarndd
W UQV 7 Tax concessions granted 10 decentralized or deconcen-

e
TR ol 1277. tefqldT

133. Mr H H SCHWARZ asked the Min-
ister of Finance:

What is the total amoint of tax lost or
expected to be lost as a result of tax con-
cessions granted 1o decentralized or de-
concentrated industries in respect of the
year ended 31 March 19842

The MINISTER OF FINANCE:

Because many taxpayers (especially
companies) have not yet put in therr 1984-
returns, it 1s not possible to give a final
figure, but on the basis of assessments
already raised, the income tax concessions

—lT7

HoA

trated industries in respect of the year
ending 31 March 1984 will amount to ap-
proximately R109 miltion.

This amount is made up of concessions
granted under sections  1bis, 1lwer,
Hyuat, 1guin, Usept, 1loct, 12, 13 and
2lter of the Income Tax Act.

The figure in respect of the year ending
31 March 1983 given in response (o Ques-
tion No 224 of 1984, was R670 129, That
figure related only to the section 2lfer al-
lowance. The correct figure in respect of
all the allowances listed above  was

R153 315 478.
Hevmanel  Bulot 1223

) Natalin Development Board o

5) 167y 19y

5. Mr R W HARDINGHAM ashed the
>

f————m
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: (a)(i) (i) (b (a)(i) (i (b
Zeerust: Ikageleng............ 1413 1167 2075 Johannesburg: Dobsonvitle 15931 11163 19997
Lichtenburg: Boikhutso .. 1748 1097 1413 ._c__u__:amg_.mn Soweto...... 180 569 186 055 161 804
Bloemhof: Boitumelong . ... 1143 1290 2098 Johannesburg: Alexandra . . 17433 13492 31202
Schweizer-Renek : Maamusa . 1845 1876 2040 Krugersdorp: Kagiso ... ... 13813 14143 29494
Wolmaranstad: Boikhutsong . 1960 2012 2677 Springs: KwaTema. ... .... 27386 26293 41945
Delareyville: Tswaing ....... 166 35 _ Benoni: Daveyton ) 27494 25041 44059
Sannieshof: Agisang ........ 934 343 602 Germiston: Katlehong. .. .. 43074 25511 60 872
Swartruggens: Barolela ... . 610 373 14 Benoni: Wattville ... ... T 79 4303 10391
Christiana: Poditshunyana . . . 1290 1194 1652 Alberton: Tokoza. .. .. ceee. 21294 10569 28334
Koster: Bantuville .......... 1157 1222 1140 Kempton Park: Tembisa . . . 76 429 39918 45760
Yentersdorp: Tshing ........ 1088 958 1628 Boksburg: Vosloorus.. .. ... 46050 13710 21712
Stilfontein: Khuma 4719 2563 3656 Pretoria: Atteridgeville . . .. 24182 28245 21605
Orkney: Kanana . 3148 2443 3008 Pretoria: Mamelodi ....... 57152 44524 2665)
hesiesvlei ... 54 33 64 Ermelo: Wesselton. ... 8635 3485 8019
itpoort ... 92 67 82 Kimberley: Galeshewe . ... 27337 26 326 36961
Makwassie: Lebaleng ... 907 911 1578 Bloemfontein: Mangaung . . 24456 29838 0772
Fochville: Kokasi ......... 1880 571 824 Welkom: Thabong ................ 18161 9698 22304
Vanderbijlpark: Sebokeng/Boipa
36007 &1 39719 tong/Bophelong .. &/Boip . 68149 46785 74469
Vanderbijlpark: Evaton ...... . 17452 22410 33277
Central Transvaal Development Board Bethiehem: Bohlokong . ... ... . ~M MWM _w WNM WM mww
Warmbad: Belabela . Kroonstad: Seeisoville. .. ..... .
Brits: Efitlhile . ¢ . . wmww w WWM wuwm Potchefstroom: Ikageng .. 13465 13053 16 199
Thabazimbi . . . . . 101 143 6 Klerksdorp: Jouberton ... 13895 11031 13152
) 203 Port Elizabeth: Kayamnandi 66620 75500 125523
6715 5533 10390 Cradock: Lingelihle . .. ... 2741 3635 7369
Grahamstad: Rini........ 8970 _m wws 22776
Eastern Transvaal Development Board %hmw%hmwﬁ%ﬁ“ﬂw%:io . x Mwm »w wuw ym NMM
Carolina: Ezenzelen ... . ... . . 1259 iginge R 129 14 101 18 354
Amersfoort: eZamekhuhie . . : = mww W mww Vereeniging: Sharpeville. . . . .. .. 84
Piet Reticf: ¢ Thandakukhanga D 2653 1520 5784 970442 828694 1127354
Morgenzon: Sivukile .. . ... . . 313 214 1577
Amsterdam: KwaThandeka . . . ... . 287 339 752 h.nt)b &
Davel:KwaDela.............0 ] 374 101 1423 250 o — : !
rissiesmeer: KwaChibikhulu . . . .. 67 66 170 WU Tax concessions 2% \ s %u wnm_znn, to awanq:.w__uma or deconcen
Wakkerstroom: eSizameleni 194 232 1006 TR Col . 1277 Y i trated industries in respect of the year
Breyten: KwaZanele . . 2258 2373 4715 . 133. Mr H H SCHWARZ asked the Min- ending 31 March 1984 will amount to ap-
Sabie: Similie . ...... .. 1349 904 1654 ister of Finance: proximately ch million. R
émﬁ?m_cgmann..mso:%m .. 907 872 3651 ) This amount is -_._va.n up of concessions
Lothag o Cmiindin N+ 1552 S709 expecied 10 be oo a6 5 rsul o i som o under  sections 116l Her
: 405 1101 cessions granted to decentralized or de- 21¢er of the Income Tax Act.
13600 10243 31672 concentrated industries in respect of the The figure in respect of the year ending

The question relates to townships under the control of Develo,

Towns under Black Local Authorities

Middelburg (Tvl): Umhluzi ............. 10371
Witbank: Kwaguwa . ... ..... 15743
Johanneshurg: Diepmeadow . 67745

. tes t ment Boards only. Statis-
tics of those townships in respect of which Black local »nz_onnnw have b 4 i
> =2

however submitted separately here under. on constituted, is

577
7236
66290

12989
10945
66 584

year ended 31 March 19847

The MINISTER OF FINANCE:

Because many taxpayers (especially
companies) have not yet put in their 1984-
returns, it is not possible to give a final
figure, but on the basis of assessments
already raised, the income tax concessions

Hoa
—

31 March 1983 given in response to Ques-
tion No 224 of 1984, was R670 129. That
figure related only to the section 21rer al-
lowance. The correct figure in respect of
all the allowances listed above was
R153 315 478. 0.lo 3
enel . )27
Eu:nﬁ»ﬁ?ﬂ

Emi—wcw.r.M\{ 2y
. Mr R W HARDINGHAM asked the
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THIS is the time of the year
when most of us face the
unpleasant task of filling in
a form numbered IT 12 —
the annual tax return. It is
easy to make mistakes
when doing so — and they
could cost you a lot of mon-
ey.

It may happen that when the
tax-collector inspects your
form, he will pick up those
mistakes and correct them, to
your advantage. But I wouldn’t
count on it. :

One important difference is
that between a deduction and a
rebate.

A deduction is an amount
you deduct from gross income
to arrive at a taxable income.
Gross income is all income
that is subject to tax. It usually
excludes capital profits or
windfall gains, but it includes
both income from employment
and income from investment.

Most important

The most important deduc-
tions are:

® Contributions to retire-
ment annuity funds;

® Wife's earnings allowance;

® Medical expenses;

® The tax-free portion of
dividend income (normally one-
third); and

unlovel
1e of tl}e | wg'%ar
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By MARTIN SPRING

® Exempt interest income
(the first R100 of such income,
where the interest would nor.
mally be fully taxable);

@ Premiums on disability in-
surance policies;

@® Expenses connected with
physical disability up to a max-
imum of R3 000 a year;

® Donations to certain edu-
cational institutions, subject to
the limit: the greater of (a)
R500 or (b) two percent of tax-
able income.

Contributions to RA funds
are fully deductable within cer-
tain specified limits.

Basically, those limits are
the greatest of: 15 percent of
your income excluding income
on which contributions are
based on your behalf to a pen-
sion or provident fund; or
R3 500 less arnual contriby-
tions to a pension fund or
R1750.

A wife’s earnings — provided
they are not harvested from
employment in her husband’s
business or from a trade car-
ried on in association with him
— are fully deductable up to a
maximum of R1600 a year.

There is a standard (mini-
mum) medical expenses and
medical-aid_contributions de-
duction of R300 for married

iest

and R200 for unmarried tax-
payers.

If you can prove higher ex-
penditure, you can deduct up to
R1000 (married) or R750 (sin-

gle). There are higher limits if

you are 60 or older and medi-
cal expenses are fully deducta-
ble without limit if you are 70
or older.

After you have taken all

these deductions off your gross
income, you are left with the
amount of your taxable in-

come.

Using this, you can work out
your basic tax, reading it off

Table A on the page back of

the general information bro-

chure accompanying your form
12. .

However, the basic tax is
NOT the amount you actually
pay. To calculate that amount,
you must deduct the various
rebates due to you. The rebates
are:

@ Primary (applies to every-
body); R460 for married and
R380 for unmarried taxpayers;

® Children: R100 for each
child up to five and R150 for
each child in excess of five;

® Life and accident insur-
ance premiums and provident
fund contributions, at a rate of
10 percent of such payments,
up to a maximum rebate of
R75 a year.

® Dependents: R20 for main-
tenance of R200 to R350 a year,
R50 for maintenance of more
than R350 a year.

® Aged persons: R120 for
those who are 60 or ‘older, plus
an additional R300 for those
who are 70 or older.

So, your tax liability is your
basic tax less all your rebates.

Either in the form of PAYE
deduction or provisional tax
payments, you should already
have paid most of your tax and
if you are lucky, all of it.




100 006 Dlacks Tace
come-tax first

-]
By C h Ryan

THE introduction of a
unified tax system for
income earners, re-
gardless of race, means
100 000 blacks will sub-
mit returns for the first
time this year.

Most are first-time tax-
payers. Only those earning
more than R8 000 a year are
required to submit returns.

The Department of Inland
Revenue has sent out more
than 80000 forms to blacks
and another 20000 will be
posted in coming weeks, says
Schalk Albertyn, chief direc-
tor of operations at the De-
partment of Inland Revenue.

Confusion

“We expect the number of
black taxpayers will increase
substantially next year be-
cayse of rising standards of

. living.”

The convoluted wording of
the income-tax forms is ex-
pected to cause widespread
confusion among those sub-

mitting returns for the first

time.

Mr Albertyn says employ-
ers have been asked to help
employees to complete their
returns.

One company, Interman in
Johannesburg, has developed
an audio-visual training aid
which explains in English,
Zulu and Afrikaans how to
fill out the form.

Bottlenecks

A director of Interman,
Annica Foxeroft, told Busi-
ness Times: “We were con-
cerned that blacks filling out
forms for the first time are
required to do so in English
or Afrikaans, neither of
which may be familiar to

them.
“The audio-visual training

been taken on to handle the
additional work.

The department normally
handles 2,1-million individual
income-tax returns a year.

Leon du Toit, a tax partner

with accountants Arthur Ap-
dersen, said yesterday: “Te
hope the department handles
the situation with tact since
the experience will not be a
pleasant one for those who
are submitting refurns for
the first time.”
. Mr Albertyn says an after-
Hours advice service is avail-
able at all the receivers’ of-
fices should anyone have
difficulty with the forms.

[——

aid explains in 30 minutes.

how to complete the retyrn.”

Mr Albertyn says the addi-
tion of 100 000 income-tax re-
turns will not cause adminis-
trative bottlenecks as most
will require only routine pro-
cessing, No extra staff have

1
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Own Correspondent

DURBAN. — Foreign
multi-national com-
panies already estab-
lished in South Africa
shouid not be allowed to
pull out their invest-
ments, Mr Alec Irwin,
education secretary of
the Federation of the
South African Trade
Unions, told a lunchtime
meeting at the Univers-
ity of Natal yesterday.

Speaking at a well-at-
tended meeting of stu-
dents in the Shepstone
Hall, Mr Irwin said they
had become part of
South Africa’s social
structure and should re-
main.

“The workers helped
build companies like
Ford.” he said.

He did not believe that
the withdrawal of
foreign investments
would “correct the prob-
lem” in South Africa.

“The only way this can
be done is by changing
the country’s economic
policies. The creation of
homelands and the trica-
meral parliament was
costing South Africans
money.

‘“The move towards
shifting taxation on the
black worker has got its
limits.

d stay

“There will be a back-
lash against further at-
tempts to shift taxes on
blacks,” he said, adding
that the increase in
general sales tax hit
‘black people hardest.

Referring to the
growth of the trade union
movement, Mr Irwin said
the total number of
unionized workers in
South Africa was about
2000 000 but many were
“trapped in dormant
unions”.

The trade union move-
ment would always be
political and could not
escape from the present
problems facing the
country, he said.

A new federation of
trade unions was emerg-
ing and was expected to
be launched by the end
of the year with a mem-
bership of 350 000 work-
ers. “This will be the
largest and most power-
ful federation in South
Africa,” he added.

Mr Irwin said workers
here still needed the
solidarity of American
workers and there
should -be closer links
withthe Americans, Brit-
ish and German workers
to strengthen the fight
for better rights in the
workplace for workers in
South Africa.
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tIndicates translated version.

/x Forwritien reply: X
General Affairs: 1 ar (xh\
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732. Mr H H SCHWARZ ‘ashed the Min-
ister of Finance:

What amounts of tax were collected
from taxpayers in each specilied (a) magis-
terial district and (b) other area in the
1983-84 tax year in respect ot (i) personal
income tax, (i) general sales tax, (iii)

District Oftice
Beitbridge
Bloemfontein
Cape Town . BN
Durban..................
EastLondon. ... ....
Germiston . .
Johannesburg
JanSmuts . ... ... .
Kimberley .......
MosselBay . ......
Oudishoorn ........
Port Elizabeth . ... ..
Pictermaritzburg . .

Pretoria. ..
Richards Bay .
Stellenbosch
Upington
Vredendal ... ..
Walvis Bay
Windhoek.
Maputo . ..
Post Oflic ..
Saldanha Bay ...

Taxpayers

777. Mr P R C ROGERS asked the Mints-
ter of Finance:

What was the total amount collected in

Paarl ...,

company tax, other than from nunmg
companies, {iv) company tax trom numag
companies, and (v) ud valorem duty?

The MINISTER OF FINANCE:

(1) and (b)(i)-(iv) This information 15 not
availabie.

“(a)(v) Particulars  of ad  valorem
duty collected in magisiernial
districts are not avaituble as
well.

(b)(v) Ad valorem duty collected by
the various Customs and Ex-
cse district offices and the
Post Oftice are however the
following:

Amount
M6 347

H1472 191
25 3ot 488
24282 0y
95936 70l
30123549
IR
36148
8019
lotval2
719 688
2770
11239979
27083
2301t
RIRL]
277

143 608
244391
12
53959H9
ks

1984 from individual taxpayers in cach
specified population group in respect of
{a) single (i) males and %; females and
(b)Y married (i) males and (i) females?

C—
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Swathstics relating o callections from in-
avidual taapayers in the abovementioned,
Categurics die not avalable Vﬂ

Vm‘ H“,wr;?_.z_,-\—.”..m_ue.:::._::: larm

X Col 12995 15 4>
7T MiRAT {m»w_.. nvrn%.:n inis-

o of Co-operation, Development and Edu- 2)
caton;
(3)

(1) Whether, with reference 10 his reply
o Question No 37 on 26 February
1945, the whole community was re-
moved fiom the area where the

i Makhatini ingation scheme is to be
developed, if nat, (a) how many resi-
dents remained there after the re-
settleinent of the rest of the com-
munity and (D) why were these
residents not moved;

whether these tesidents are due 1o be
resettled; if so, (a) when, (b) where
and (¢) how many families are in-
volved;

(€]

whether permanent housing is (o be
constructed for the members of the
community who were resetiled at
Maukhonyeni  near Jozini and the
Mjindi farm; if not, why not; it so,
(a) when, (b) how many houses will
be provided and (¢} what will be the
nature of the housing provided,

(4)  whether any other (a) tacilities are to
be provided and/on (by improvements
to existing facihtics are o be el-
fected; it not, why not; if so, (1) what
tuvilities and/or mprovements  and
(i1} when in each case;
(5) in respect of how many families was
the amount of R71 886,85 paid out in
compensation?

ihe MINISTER OF CO-OPERATION,
DEVELOPMENT AND EDUCATION:

(1) Yes Al the people were, after dis-
cussions and with their full co-opera-
tion, resetiled in order to sensibly
carry out planmng for individual

Black farmers. It was in fact aot &
community, but individual Black
farmers who lived scattered in the
area.

(a) falls away.
(b) falls away.
(a), (b)and (c) fall away.

No. The Department does not pro-
vide permanent housing at rural
settlements. It does, however, pro-
vide the necessary infrastructure such
as roads, residential and other plots,
and water as well as temporary hous-
ing until the people erect their own
permanent housing.

(a), (b) and (c) fall away.

(4) (a) Yes.

(1) Since only livestock farmers

were resettled, facilities
such as planned grazing
camps, fencing, watering

places in the grazing camps,
dipping tanks and crushes
are being supplied.

(ii) U:::w the years 1985 and

1980.
(b) No. There are no existing im-
provements. The land is unde-

veloped state fand.
(1) falls away.

(i) fall away.

»mv mu fanulies.
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wcm Dr 7\maw BARNARD asked the Minis-
ter of Manpower:

(1) Whether workmen’s compensation is

administered by a Lody falling under
his Department; if not, (a) why not,
and ﬁcw by whom or what body are

1397 MONDAY, 6 MAY 1985 Piur

such matters administered;

if so,
what is the name of this body;

(2

whether there are any representatives
of the {a) Black and (b) independent
trade unions on this body, if not, why
not; if so, (i) how many, and (ii)
which trade unions do they represent,

in each case?

The MINISTER OF MANPOWER:
(1) No.

{a) The Government’s view is that
an administering body is not de-
sirable in terms of the Work-
men’s Compensation Act, 1941,

s there is not only one insur-

ance risk carrier that 1s liable for

the payment of benefits. In ad-
dition to the Workmen’s Com-
pensation Fund there are also,
inter alia, the Government de-
partments, the Sourh Africun
Trunsport Services, the (iovern-
ments of the national states, the
provincial authoritics, a group of
the larger local authoriues, and
the mutual associations licensed
to undertake insurance in terms
of the Workmen’s Cumpensa-
tion Act. Each of these catego-
ries of risk carriers would be jus-
tified in calling tor represen-
tation on a Workmen’s Compen-
sation Board. in addivon, the
employer and employce organis-
ations would have 10 be rep-
resented and possibly also the
various industries; employers do
not contribute at the same rate
but each according to the acci-
dent risk of his class of business,
as reflected by the claims cost of
the class concerned. Ihere is
also the question of the inclusion
of various speciahists, and it is

therefore difficult to see how a

fully representative board could

be constituted without its being

cumbersome. In practice such a

body which does not act in an

advisory capacity only would
make the administratton of the
HoA N
° —— T

Act ditticult without making any
worthwhile contribution to the
speedier and more etficient dis-
posal of the work. It is also dif-
ficult to see how a board vutside
the compensation organsation
would be able 1o ensure uniform
and consistent action, which »
absolutely essential  especially
when it comes to handling a
wide variety of claims and apply-
ing a wide range of rates of as-
sessment.

(b) The Accident Fund 15 admims-
tered by the Workmen’s Com-
pensation Commissioner by vir-
tue of a power vested in him
terms of section 65 of the Work-
men’s Compensation Act, 1941,

(2) (a)and (b) fall away. -~

He: s o of (

Unemployment lusurafice Board

G col I3ax ¢]s 185

806. Dr M § BARNARI ashed the Mini
ter of Manpower:

Whether there are any representatives
of the (a) Black and (b) independent trade
unions on the unemployment Insurance
Board; if not, why not; if so, (i) how
many, and (ii) which trade unions do they
represent, in each case?

The MINISTER OF MANPOWILR:
{a) Yes.

(b) No. Half ot the members of the
Board are appointed from a list ol
persons nomiiated by such organiza-
tions as the Minister of Manpower
may deem qualified to represent the
interests of contributors, Such mem-
bers represent the interests of all con
tributars and not only the interests o}
the organizations which nom
them,

(i) One.

(i) Transvaal Ieather and Alhed
Trades Umon (aftiliated to the
Trade Union Council of South
Africa).




e A

v

——

MONDAY,

MONDAY, 6 MAY 1985

X

d
i AN
[R5

General Affairs:
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732. Mr H H SCHWA
ister of Finance:

&
RZ ‘asked the Min-

What amounts of tax were collected
from taxpayers in each specified (a) magis-
terial district and (b) other area in the
1983-84 tax year in respect of (i) personal
income tax, (ii) general sales tax, (iii)

District Office

Cape Town
Durban ...
East London.
Germiston .

Johannesburg .
JanSmuts . ..
Kimberley .

MosselBay......
Oudtshoorn . ..

Port Elizabeth .
Pietermaritzburg .
Paarl

Richards Bay .
w&_n_.gwor ..
ington ..
<_Nnm=nm_ .
Walvis Bay
Windhoek.
Maputo. ..
Post Office ..
SaldanhaBay . ..

6 MAY 1985 1394
company tax, other than from mining "
companies, (iv) company tax from mining

companies, and (v) ad valorem duty?

The MINISTER OF FINANCE:

(a) and (b)(i)-(iv) This information is not
available.

“(a)(v) Particulars of ad valorem
duty collected in magisterial
districts are not available as
well.

(b)(v) Ad valorem duty collected by
the various Customs and Ex-
cise district offices and the
Post Office are however the
following:

Amount

746547
. 912254

. 21890442
41472191

Taxpayers

777. Mr P R C ROGERS asked the Minis-
ter of Finance:

What was the total amount collected in

1984 from individual

ed p n resp
a) single (i) males and (ii) fefnales
) married (i) males and (i) females?

taxpayers in each
grou of
and

==
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Prof H O Maree

Fedco

Education Reporter
THE 58 000-strong Fe-
deral Council of Teach-
ers’ Associations (Fedco)
has accepted that teach-
ers’ bonuses will be
slashed in the Govern-
ment’s austerity drive.

A statement after the
two-day annual meeting
of the Fedco council in
Cape Town said the is-
sue had been “satisfacto-
rily dealt with”.

Fedco, the umbrella
body of the organised
white teaching profes-
sion, initially condemned
as “wholly unaccept-
able” the move to cut

teachers’ thirteenth che-
ques by a third and ex-
pressed its reservations
to President PW Botha
at a meeting in March.

However, the council
has emphasised that its
decision was based on
the following grounds:

® That the bonus cuts
be a one-off measure
and, according to reas-
surances given by Mr
Botha during the talks,
will not be implemented
in the future;

® That any measures
likely to affect the
structure of service
benefits and the quality
of teaching in the educa-

tion sector in future be
discussed with existing
statutory advisory bod-
ies on which teachers
were represented, and
not unilaterally decided;

-® That remuneration
of teachers in no way be
weakened in relation to
similar sectors.

Fedco’s new chairman
elected at the meeting is
Professor H O Maree,
rector of the Pretoria
Teachers’ College and
chairman of the Trans-
vaal Onderwysersunie,
who succeeds Mr John
Stonier who stepped
down after serving two
one-year terms.

accepts cut
in teachers’ bonuses

Last year's vice-chair-
man. Mr D C F Heese.
did not make himself
available for election,

The new vice-chair-
man is Mr DH Schroe-
der, principal of Queens
College, Queenstown and
a former chairman of
the SA Teachers' Associ-
ation which represents
white teachers in the
Cape.

Other members are
Mr J F Steyn (secre-
tary), Professor N T van
Loggerenberg. chairman
of the Free State Teach-
ers’ Association, and Mr
K Olivier.

!
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.Southern Sun

= after-tax
proﬁts up 22%

Q’,f( (‘MNI

7fsTgs

JOHANNESBURG. — Southern Sun Hotel Holdings
‘ Ltd almost equalled their 1984 profit before taxation
! of R15,95m for the 12 months ended March 31 this

year at R15,54m.

However, a prelimi-
nary profit announce-
ment shows taxation was
much lower at R478 000
(1984: R3,61m) giving a
profit after taxation of
R15,06m up 22 percent on
the R12,34m in 1984.

Attributable earnings
! of associated companies
| was down by nearly a
! half at R9,95m (R17,16m)
i with the result earnings
. attributable to ordinary
: shareholders was more

than R4m down at
R25,01m (R29,5m).

Earnings

The directors say:
“Against the background
of uncertain trading con-
ditions, the board has de-
cided to revert to its poli-
ey of distributing 70
percent of attributable
earnings by way of divi-

dend.
“A final dividend of
18¢ (26¢). a share has,

therefore, been declared
making the total divi-
dend for the year 32¢
(400).”

Of future prospects,
they say: “The economic
slowdown will continue

- to depress trading in the
| hotel industry and earn-
| ingsin the first half of the
; new year are, therefore,

expected to fall well
short of the Ilevel
achieved inthe compara-
ble period of thie pre-
vious year.
: “TIt is anticipated, how-
7 ever, that some improve-
© ment in the overglleco-
nomic climaté ~will
become-apparent in the
second half of the year,
“This, together: with
the impact ofcost bene-
fits flowing from the
Holiday Inn acquisition,
should enable -earnings
for the 1986 financial
year to approXiniate
those of the year. just
closed.
'Of the acquisition of

Holiday Inns, the direc-
tors say that agreement
has been reached in
principle to acquire the
entire issued share cap-
ital comprising its inter-
est in 23 hotels together
with its 50 percent inter-
est in Renhill Properties
Ltd, a company which
owns the properties on
which 12 Holiday Inns
are situated.

Obligation

This is subjectto an ob-
ligation to offer the prop-
erty interests to the Mine
Employees Pension
Fund and the Mine Offi-
cials Pension Fund inac-
cordance with the pre-
emptive rights which
they have against the
vendors.

A cireular containing
full details of the acqui-
sition will be posted to
shareholders in June.

The directors say the
deterioration in econom-
ic conditions in the
second six months of the
year exceeded that pre-
dicted in the interim re-
port and placed severe
pressure on occupan-
cies, room rates, food
and beverage revenues

and margins in general. |

“Under these circum-
stances, the group did

well to hold both operat-
ing and pre-tax profits
virtually in line with the
previous year.

“The severe impact on
trading of the recent ex-
tensive refurbishing pro-
gramme at a number of
the group’s larger prop-
erties was offset by a
lower tax charge result-

ing from related tax al- =

lowances.”

They say attrlbutable
earnings of associated
companies declined by |
R7,2m, of which R5,5m
was due to the cessation
of management fees pre-
viously receivable from
non-South African inter-
ests.

- The balance of R1,7m
arose from a lower level
of time-sharing sales, es-
pecially in comparison
with the buoyant activity | -
experienced at the intro-
duction of the Beacon Is-
land project in the
second half of the pre-
vious year.

The announcement
shows that turnover of
R129,80m was up on
1984’s R123,83m giving an
operatmg profit of
R20,25m (R19,91m) but
mterest paid was also up
at R4,71m (R3,9Tm). —
Sapa




'TAXPAYERS will be hit by a series of new lev-

ies to pay for regional services in terms of the
major Regional Services Bill which was pub-
lished today.

The proposed regional services councils will carry a
heavy price tag in additional taxes.

The new plans provide for multiracial management of local af-
fairs, including blacks for the first time in South African history,
‘in-joint decision-making bodies with whites, coloured people and

" |Tridians.

The additional taxes will be in the form of a “regional estab-
lishment levy” and a “regional services levy”, which a regional
council is empowered to claim from each employer, vendor or
pefson in its region.

The State is also regarded as an employer and “person” and
will have to pay the levies.

Directors’ fees

The levies are to be based on turnover, employers’ payrolls, di-
rectors’ fees and profits paid out to partners or sole traders by
means of withdrawals or loans.

The regional services councils established by the new Bill will
be controlled by the existing local authorities of all race groups.

Provincial Administrators are to have sweeping powers in the
establishment and control of the new councils and they will take

council and on the number of votes they possess. .

Their own accord .

All decisions taken by the councils have fo have a two-thirds
majority, but the Administrators can of their own accord give rul-
ings on proposals that do not get the necessary majority.

Proposals which do not achieve majorities may also be debated
again or may be postponed for six months before being reconsid-
ered.

The intention of these mechanisms is to ensure that big pri-
mary local authorities or a group of smaller bodies that support
each other will not dominate the meetings, but that real co-opera-
tion and consensus are striven for before a decision is made.

Lose most functions

Existing primary local authorities, such as city couricils, are to
Jose most of their functions to the new regional councils. .}
“-The-draft legislation lists 21 functions as being the responsibil-

| ity of the regional couhcils, and provides for any other service

which can be provided jointly to be handled by the:rew bodies.
@ The proposed taxes to fund regional services councils will
add to the financial burden of taxpayers, destroy job oppdrtunities
and push up prices, the Progressive Federal Party  pmme—
pyedicted‘ . ,
Mr Harry Schwarz said today that the proposed
measures amounted to adding two further taxes to
what. had already become an over-taxed country.

Marge Commission
. “It seems utterly illogical that these taxes
shiould be established at a time when the Margo

Commission is sitting in order to investigate the
whole tax structure. .

“Before thesé new levies come into force they
should be referred to the commission so that the
tax system can be examined in its totality,” Mr
Schwarz said.
 He predicted that the levy on sales would affect
living costs as vendors were likely to pass them on
to the consumer.

A discouragement

“The employment levy acts as a discouragement
to employ more people at the very time when we
should be encouraging the creation of more jobs —
which issue lies at the root of the solution of most
of South Africa’s problems.”

Mr Schwarz said the Bill would be considered by
the parliamentary standing committee on finance.
He hoped the committee would refer the levies to
the Margo Commission.

“One accepts that local government needs mon-
ey.and that there has to be assistance to local au-
thorities which do not have a proper tax base, but
thé proposed new forms of tax are likely to create
more problems than they solve,” he said.

the final decision on the number of members on a particular \
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" 5A Teachers’ Assodaﬁm‘KSATA)inJune.
A motion calling on'the Government malcmase

“the number-of teach:  being; Fained for senvice in

\black education Wil dlso" be, ed  when ﬂe]}gats

7:'7; TSATAY reprssems‘whxte Ers’ 'hrnug’aouﬂhe

*sfCape—meet in Queenstown Froii Fine'21 3 1025~

“The new constitufibnal dispénsation is edio

come in for a drubbing when :a mumber of motions

criticising the new deal are tabled.

- These include a re-affirmation of SATA’s com-

mitment to & single ministry of education and the |’

desirability of waiving the Group Areas Act “where
educational facilities are under-utilised,” according
to Dr Malcobm Venter, the oonference press lizison |
officer.

Another rejects the designation of eduction as.an
“own affair” and calls on the relevant authorities to
_investigate “the viability of proclaiming state schools
open to all children.”

‘A motion urging the Government not to make
-savings at the expense of “adequate standards-of
education” and to “conduct a thorough scientific
investigation into educational finance and adminis-
tration” will also be tabled.
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. Party: predrcted today,’, -

- In terms of the Regioh-

al Services Councils "Bill

" introduced in Parllament

today, the proposed -couns

- cils will be empo’we d to
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erate funds for P
regional services.

Mr Harry . Schwarz,
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the creation
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“would refer the sugges-
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usiness

FRIDAY, MAY 1

By PAUL DOLD
Financial Editor

. WHILE supporting the
need for local govern-
ment reform, Assocom
has called for the pro-
posed local tax system to
be referred to the Margo
Commission of Inquiry —
which is reviewing the
taxation system as a
whole.

In a statement last
night, Assocom said it
was unwise to propose
open-ended and radical
changes to local govern-
ment taxation in isota-
tion from the work of the
Margo Commission.

The proposed new
local taxes are expected
to raise more than R1bil-
lion in additional rev-
enue which will not be
fully offset by conces-
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sions in other directions.

Assocom said that the
business community is
already alarmed at the
extent to which the effec-
tive burden of tax has ri-
sen in recent years in re-
sponse to the financing
needs of government.

With the intended abo-
lition of the provincial
counecils next year, it
should be possible to ef-
fect savings in the costs
of government which
could be transferred to
the running of the re-
gional services councils.

«“To introduce new
local taxation in the pre-
sent economic climate is
extremely unfortunate,
especially with about 70
companies going insol-
vent weekly.

“assocom also queries

the wisdom of introduc-
ing a payroll tax when
unemployment is high
and rising and at a time
when the government it-
self has recognized the
need to extend unem-
ployment reliefto the ur-
ban areas.”

Commerce is also
questioning whether the
proposed regional ser-
vices councils are still
the most appropriate
Jocal government struc-
tures in the light of the
recent black urban un-
rest, and whether they
represent true devolu-
tion of power. g

©® These and other as-
pects will be taken up by 3§
Assocom with the rele-
vant standing committee
of Parliament which will
now be considering the
legislation. ]
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By Duncan Collings
- Deputy Financial Editor
"’ Car sales crashed in April as the
. full effects of the rise in GST to
-12 percent together with the
,s,horter business month’ took
“their toll.

New car sales in April de-
clined to their lowest level in
eight years and at 12 849 units
were down 34 percent on March
and 48 percent on April 1984.

The gloomy picture is also re

. flected in car sales for the four
months from January to April
which at 68245 units are 31 per-

_ cent down on those for the same
period last year when 98 328

“"carsiwere sold.

sorall sales including com-

i} ‘vehicles for the month

; wn, 33 percent over

April d.46xpercent down on
Aprillfast, yéar. Sales of com-

- mercial 1igl .vehicles were the
Jowest in16 years,

Toyota sold 1008t vehicles, re-
taining its market share of 29,6
percent with VW (11,6 percent)
in second place, then Ford (10,4

 percént) in third.

- 95,6 percent of total sales with
YW next with 1918 sales, then
Mercedes Benz with 1 586.
Commenting, the director of
‘the National Association of Au-
tomobile Manufacturers of
Southi ‘Africa (Naamsa), Mr Nico
Vermeulen, said that while
some ‘softening in the demand
for new motor vehicles had been
anticipated in the aftermath of
the tivo percent March general
sales tax increase, the excep-
tionally low level of new motor
yehicle sales during April repre-
sented another severe shock to
the motor industry.

He said the figures underline
the severely depressed and seri-
ous conditions facing the South

motor and associated

Cu

es.
bt sales represent onlya lastyear.

mere 40 pereent of

dustry is capable of™p
on a single shift basis and, as @
result, the stability of the indus-

try's investments remains under |.

intense pressure.

The current stringent mone-
tary and fiscal measures and
the prevailing high tevel of in-
{erest rates continue to adverse-
ly affect business conditions and
unless there is @ significant.jm-
provement in vehicle sales’in
the short to medium term, man-
ufacturers will inevitably be
forced to adjust their operations
in line with the lower levels of
demand in the market place, he

said.

Mr Colin Adcock, Toyota’s
managing director, said that
read in the context of previous
experience of major changes in
GST it is likely to be two months
before sales recover.

This, he said, indicates that -

the total car market for 1985 is
unlikely to exceed 220000 units,
while the light commercial ve-
hicle market will be in the re-
gion of 95 000 units.

But he said there are signs
that the economy is improving

“1 would therefore hope that
by taking the strong medicine
handed out by the minister of fi-
nance during his budget that we
should be reaching the bottom
of this very difficult recession,”
he said.

Light commercial vehicles
sales were down by 32,3 percent
at 5369 compared to 9692 in
April last year and down also on
March 1985's 7935 units.

In the fledgling medium com-
mercial sector sales were also
depressed at 365, down by 36,9
percent compared 10 the 578
sold in April last year, and down
by 23,3 percent on‘the March
1985 sales of 476. kS

Heavy truck sales of 752 were
33,2 percent down on March and
26,4 percent lower than April

e
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By Frank Jeans

Contrary to popular belief, subsidised
home-purchasers — who make up 70
percent of the residential market —
will still be considerably better off
than people without perks during the
seven-year phasing4in of fringe bene-
fits tax.

A purchaser who has a R50 000 bond,
is subsidised at 4 percent interest and
pays the highest marginal tax rate
enjoys an advantage of about R35 000
in that seven years over an unsubsi-
dised borrower with a bond at 18 per-
cent interest.

Spelling out the implications of the
new tax on the home-purchaser, The
Property Economist, journal of prop-
erty consultants Neville Berkowitz and
Associates says: “The existing fringe
benefits tax structure favours the pub-
lic service and selected private sector
employees who will still be living in
homes they cannot really afford.”

According to the PE figures, the
unsubsidised borrower with that
R50 000 bond pays R9 000 a year on in-
terest which totals R63 000 up to 1952.

The “perks” man, on the other hand,
at 4 percent faces a R14 000 outlay
over the same period. Added to this fig-
ure, of course, is the additional tax he
will be required to pay during the

Home-buyer$'with
perks stilé%ﬂ\ ess

seven years (which will amount to
R14150) but the R28150 total is sub-
stantially below the final figure of the
unsubsidised home-buyer.

Indeed, the difference is equivalent
to paying 11,3 percent a year bond
interest on R50 000 compared with the
unsubsidised taxpayer’s 18 percent.

The Property Economist also pre-
dicts that home prices should bottom
out between May and November this
year.

“To delay buying a home longer than
the middle of this year, could entail
missing the bottom of the market,”
says the journal.

LARGER PROPERTIES

“Many people are waiting for this
bottoming out, and it is the ‘fence-sit-
ter’ who will rush into the market once
the upturn gets under way, pushing
prices significantly higher in a short
space of time.”

The journal also foresees the subdi-
vision of larger properties into smaller
self-contained units as has happened
overseas — 2 trend that will require
zoning changes.

“The conversion of servants’ quar-
ters and garages in suburban homes
into cottages must become more com
monplace,” says the journal

—
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/Govern-
Kt has rejected a pro-
jposal by -doctors to
1 exempt preseribed medi-
i cine from GST, a spokes-
man for the Medical
Association of South

| Africa qaid yesterday.

.. Masa ‘chairman, Dr RD
le Roex, here for the
body's annual meeting,
said the rejection came
from Deputy Minister of
Finance Kent Durr.

Dr le Roex said Masa
approached the Govern-
ment last year with a re-
quest to eliminate GST on
prescribed medicines.

“We regret to-say the
State does not see its way
clear to accede to our

proposals,’ he said. —
(Sapa) :
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Provincial

taxes

the same

8y HILARY VENABLES

Municipal Reporter
PROVINCIAL taxes will
not be increased this
year.,

Presenting the last ful)
budget of the Cape in the
Provincial Council yes-
terday, the Administra-
tor, Mr Gene Louw. said
he had decided to “ad.

'just the requirements of

ply at its disposal”.

habitants of the Cape,

who struggle daily with Whole, however, shows
economic and finaneja] only a R4.9-million_in-
crease and the Province
will spend R4,39-million
Surplus less on the construction
Total expenditure for ©of new roads this year,

realities,” he said.

theyearis expected to be
R1987,92-million, and
anticipated revenue is
R1996,92-million, leav- §

ing a surplus of R9-mil- .}1123'4‘"““‘0;.50' cap%
lion to cover last year's :v }?iche%%gr'l? ;l (‘)’l:‘led’ t‘;)e
deficit, .
. spent on the redevelop-
The massive R113,7- ment of froote Schuyur
million cut in the govern- Hospital, and R5.8-mil.
ment subsidy, and in- ion on comm'um'ty
creasing operating and h

capital costs are partial-

;- b hells Plain Khayelitsha
ly offset by savings inthe © i
wage bill and increaseq 204 Motherwell.

productivity,

Additional money will gj
come from the delayed w
effects of lastyear's tariff b
. Increases — such as hos-

pital fees which were in-
creased in Aprillastyear ei
—and the natural growth
in income from motor
vehicle licence fees, the
betting tax and other Jjc. in
ence fees and tariffs.

the Province to the avail. ::)zmi:}s:“’lce* ;fpai,'i?
ability of the money sup- é ovements wi
y y sup {ncrease by R6.93-mil-
“ . ion “to provide funds for
1 really want this Pro- 1ion
vince to attempt to make itx};erg:“;g{‘dg;'s bacl:]og_
some small contribution ance w?)rk whicl?ilaz :’c‘_
to the combating of infla- lated h
tion and to fhe ep. CUMulated over the
couragement of the jp. Years™

spend RS,96-miilion as.

each and other ameni.
ties and ap additional
R895 665 on the Provin.

man on finance in the
council, Mr Geoff Ever-

fact that tariffs and lic-
The education vote has ence fees would not rise,

stay

pi

b

H

ov

. . jac

increased by R64-million | ja,
of which R56,66-million

will go towards in- o

creased salaries, other ac

staff benefits and the al

creation of new teaching | Niy

posts. rvi

Hospital and health er:

services will get R765,83- | lice

million — R28,71-million iin

up on last year’s figure. Fs.

Expenditure on road

The roads vote as a

Groote Schuur
Mr Louw said the Trea-
ury had allocated

ealth centres at Mif.
The Province will also

sting local authorities
ith the provision of

al library service,
The opposition spokes-

gham, welcomed the

N w s v
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By WINNIE GRAHAM

NO firms will escape the ayment of turnover and
payroll levies for the funding of the new regional
services councils. . .

Eyery business o{;eration, ranging from law firms

and doctory’ rooms to wholesalers and green grocers,
will-be liahle for the levy which will be caleulated at a -
rate to be determined by the Minister of Finance, -

Assocom’s legal adviser, Mr Ken Warren, believes
it is “only fair no one should escape the levy leaving a
few to pa‘y)'ethrough the nose”,

.~ But he-bélieves the tax lgrovi:;ions of the new Re-
gional Services Couneils’ Bill are “horrific”,
" Assocom, Mr Warren said, had repeatedllvsasked for
an opportunity 6 discuss the tax proposals with the
. Joint Standing Cominittee re resenting- all three
houses, The representations had borne no fruit,

“Today we telexed Parliament asking for an oppor-

ltlunitg dto submit a memorandum and oral evidence,”
e said, P '

“We originally asked for a surcharge on GST — a
sort of piggy-back sales tax — pending the outcome of
the Margo Comimission but when GST went up from
10% to 12% this fell by the way,” he said.

In terms of the new Regional Services Councils’
Bill, Mr Warren said, the Minister of Finance would
be given wide “discretionary” powers to tax busi-
nesses who might not be liable for sales tax but who
would have to contribute to the new metropolitan

government.
" “There are a number of very worrying aspects,” Mr
Warren said. .
There were two components to the regional estab-:
.. lishment levy (better known as the turnover tax),
- Firstly, vendors would be levied according to the
* sales tax they paid. On the other hand, the Minister
. would be given the 'ﬂower to calculate the rate at

2= which people other than vendors should be levied..

'@ The outh African Insitute of Race Relations has
*- urged the Government to-be cautious while establish-

¥+'ing the new regional services councils, reports Sapa. -

' - The SAIRR commended the Government for g

T st_eg;'tﬁinclude black representation on the councils,
" ¥'There is, however, a danger that it will backfire

bécaiise’black local government authorities — 4 vital

«comiponent of the new councils — are collapsing in
#several'parts of the country,” Mr John Kane-Berman,

the director of the Institute said. S
&1 4To superimpose the new councils on a black l6¢al

thority system that has failed to win general aceep-
is; asking for trouple:st: a
#{Theproblems surro dmg
cluging- heir financés; st be
said, e

s
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By DEREK TOMMEY
Financial Editor
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‘DR FRED du Plessis, chair-
man of Sanlam and there-
fore trustee of a substantial
portion of the country’s sav-
ings, this week called on the
Government to give further
encouragement to savers by
offering them tax
concessions.

He warned that South Africa
was not getting the foreign in-
vestment it wanted and that
the present level of savings
would have to be increased if
South Africa were to achieve
sustained long-term growth, -

He also described current
wage levels as excessive and
called on the Government to
fight inflation by introducing
guidelines for wage and price
increases. .

Speaking at Ernst and Whin-
ney’s offices in Bellville, Dr du
Plessis said this would be a dif-
ficult year. He could not say
‘when the upturn would come
and doubted whether the
country could afford one.

‘Overspend
South Africa still had to
overcome the tendency to, over-
spend and also the high level of
inflation,

One reason for the over-
spénding was that an increas-
ing- proportion of income was
accfuing to the .lower income
groups. There had thus been a
switch in the distribution of
wealth from high level savers
to high level consumers.

A second reason was: that
many people chose té spend
their money- because”they be-

lieved it did not pay themstoy ~
save, particularly after takingid}
tax into account, DR

Lo

Company savings had:helpe
to compensate for the low level
of private savings, but in th
next year or so company sav;
ings were likely to decline,

‘Devaluation '

This development must b

seén against the background o

the trend in the cointry’s for-
eign relationships. -

After a devaluation such 3
South Africa has had one wou]
normally expect a strong:in:
flow of foreign capital. Bu i
was not happening in text boo
fashion so South, Africa -had
problem. :

Overseas investors were s
ing the South African economy.
differently from the way South
Africans were seeing it. They
saw refornr leading to friction’s
and instability ‘and-were ci
cerned about putting money
this country, '

“We will have to supply our
selves the capital which we
cannot get from overseas a
so it is important that there'y.
are more incentives for peoplé” . _
to save.” -

Imports

Another problem facing
South Africa was that.the low
inflow of foreign capital meant:
that if there were an upturn
and a big increase in imports;
the foreign exchange reserves
could not finance them.

Dr du Plessis said that some
thing had to be done about.
flation. For the past 10 .years
had averaged 10 percent. '

AR S T i

-‘ﬁ:’ebple ‘cannot:save if
do “hof "have coiifidence in”
currency.’ 3 o,
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Staff Reporter
IF married women were taxed separa-
tely on their earnings, the Government
would lose R480-million a year, says
the chairman of the commission of in-
quiry into the tax structure, Mr Justice
Margo. :

He told members of the President 100 Club at a
Sea Point hotel that taxing of wives was being in-
vestigated by the commission, which would com-
plete its work in June next year.

Worldwide surveys of non-working qualified wives
had shown that in countries where women’s incomes
were combined with their husbands’ earnings for
taxation, most stayed out of the work market for
tax reasons.

Where taxation was separate, however, very few
women gave tax as the reason for not joining the
labour. force.

Mr Justice Margo said “the basic principles of tax
reform” were simplification, fairness, equality, neu-
trality — the same tax irrespective of type of busi-
ness — and cost effectiveness.

Taxpayers who believed they were unfairly tazed
would always try to cheat.

“An ‘honest taxpayer’

Report tells of litter problem

— from 36 percent to 41 percent —
in the amount of rubbish placed in

Envirenment Reporter
MORE rubbish was swept up from
Cape Town streets than was deposit-
ed in rubbish bins last year, accord-
ing to the Fairest. Cape Association's
1984 review.

the bins.

costs.

This is estimated as saving. the
city R225 000 in street-sweeping

has become a contradic-
tion in terms,” he
quipped.

But improved meth-
ods of the revenue de-
partment were making
cheating more difficult.

Discussing {fringe
benefits tax, he said em-
ployees’ payment pack-

However, in the 12 months until
June 1984, the City Ergineer’s De-
partment recerded a small increase

The review said 50 443 volunteers
spent 106 890 man-hours in clean-ups
in the Peninsula last year.

ages should be in cash
and not in kind — cars,
“soft” housing loans, oth-
er “soft” loans or expen-
sive schooling for their
children — because em-
ployees might wish to
spend the money inciud-
ed in fringe benefits in




R9154767 in totalisator tax and R905813 on-course
bookmakers’ tax, was received and banked by the
Durban and Clairwood turf elubs. This is according to
figures released in a White Paper tabled in the Provin-

cial Council.

——




Enghsh—speakl 5 5 t

Provincial Staff

ENGLISH-speaking teachers
were a dying species because of

‘the Government’s and Provincial

Administration’s “Afrikanerisa-
tion of education”, the Provincial
Council was told.

Mr Jan van Eck (PFP Groote
Schuur) said the administration
was trying to sub]ect English-
speaking pupils to “as Christelike
Nasionaal'an environment as pos-
sible” by ‘discouraging English-
medium schools run by a major-

MG 2

of English-speaking teachers in
all schools, but especially in dual-
medium schools, Mr van Eck said
in the committee stage of the
budget debate yesterday.

“So-called” dual-medium
schools were unacceptable to
English-speaking parents. The
general ethos and political ideolo-
gy at the schools was foreign to
pupils from an English-speaking
cultural background.

Mr Herbert Hirsch (PFP Sea
Point), Leader of the Opposition,

said the education system was
not being used fully to influence
the next generation to understand
and accept the movement of
change and reform.

“One might ask, now that
mixed marriages are being lega-
lised, whether the children of
such marriages will have com-
plete freedom of choice as to
which school they may attend.”

Mr Willem Bouwer (MEC Edu-
cation) said the new constitution,
with all its implications, would
demand much of educators.

ity of English—speaking teachers.
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HE intention to finance Re-
: gional Servics Councils
3 (RCSs) from the proceeds of
' a turnover tax will not af-
fect the profits of metropolitan-
based business equally.
Since the tax is to be levied on
the basis of “turnover” or the value
. of gross output, it will affect bot-
“tom lines to a greater or lesser
. extent, depending on the mark-up
. of each specific concern.
Firms with a low mark-up will
" pay a larger proportion of their
profits as turnover tax than will
firms which are able to include
relatively high mark-ups in their
prices.

This means that commercial
firms located within the RSC juris-
 diction will find that their tax bill
L is higher in relation to their profits
: than will their neighbours in the
' manufacturing sector who turn
over fewer rands per rand of profit
earned.

They will find that the same is
ptrue of their direct competitors
who have located themselves out-
: side of the RSC area.

The extent of the differences in
.the burden imposed by the turn-
‘over tax can easily be seen if we
“construct an index of the “taxabil-
.ity” of each industry.

his index (see table above)
shows the extent to which the in-
dustry or sector pays its share of
the total tax.

A sector which earn{ 10% of the

egion’s profits, but pays only 5%
of the total tax bill, earns a rating
of 0,5.

On this basis, the commercial
- sector scores 1,2, well above its fair
; share of 0,1.

Manufacturing as a whole scores
well below, at 0,78. This means that
lfor every rand of profit earned,
“manufacturing firms will pay only
two-thirds of the tax paid by trad-
ling establishments, whatever the
Jxate of taxation levied.

. This discriminatory treatment

£
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Turnover t
fatally flawed
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It SS endanger the growth of our cities and will also raise enmity for a government
which cannot afford to antagonise its friends. Dovid Solomon is a lecturer in the
Department of Business Economics, University of the Witwatersrand

'TAXABILITY INDEX

Sector Index
Construction 1.2
Wholesale Commercial 1.3
Retail Commercial 1.2
Manufacturing 0.8

-~  Beverages 0,45
Tobacco 0,41
Food 0,94
Motor Vehicles 4,08
Transport {other) 2,06
Plastic 1,06
Rubber 0,54
Paper 0.48
Chemicals 0,47
Textiles 0,78
Apparel 1,12

is likely to be of great concern to
metropolitan-based retail and
wholesale businesses, whose over-
all tax liability has increased
greatly over the past decade when
compared with other sectors of the
economy.

The liability for GST has not
been fully passed on to consumers,
leaving trading businesses rela-
tively worse off. Buckling as they
are under the strain of the down-
ward trend in domestic expendi-
ture and an unfavourable (for
them) movement in the exchange
and interest rates, traders are un-
likely to take this new blow to their
earnings lying down.

Manufacturing, too, will be un-
evenly affected by the new dis-
pensation, with some industries be-
ing affected more than others.

Some industries, such as bever-
ages, tobacco, paper and chemi-
cals, with a taxability index of less
than 0,5, will bear a tax bill which
is far less onerous than that of the
motor or the clothing industries,
both of which have very low profit-
ability ratios and therefore very
high taxability. This has the poten-
tial to cause many upsets.

Some traditional competitors
will find themselves differentially
taxed, possibly upsetting industry

balances which have been precar-
iously established. Each rand of
profit earned in rubber production,
for example, will attract a tax
which is less than half that paid by
plastic products.

Textile producers, who have a
far higher profit to turnover ratio
than do clothing manufacturers,
will pay a tax which is two-thirds
that of the clothing industry.

he motor industry, which has
possibly the lowest profit to turn-
over ratio of all SA industry, will
pay as much as four times as great
a proportion of the tax as it earns as
profits. Its “taxability index” is as
high as 4,0.

Producers of other transport
equipment face a tax which will be
twice as great as their fair share,
as dictated by profits.

If the level of the tax is at all
considerable, this beleaguered in-
dustry could be dealt a further
crippling blow, should Minister
Heunis decide to incorporate their
factories within the boundaries of
an RSC.

Because it is not proportional to
profits, the tax has the potential to

be confiscatory. A tax rate as low
as 2% could entirely wipe out
motor industry profits. The devas-
tating effects need hardly be
elaborated.

The general economic effects
could be very severe indeed for
city-based firms and consumers
alike.

Because many manufacturing
businesses have competitors out-
side the metropolitan regions who
will not be liable for the new tax,
they do not have the opportunity to
“pass on” these taxes to consum-
ers.

City traders, for whom the loca-
tional advantages of the metropo-
lis gives them a competitive edge
over their out-of-town rivals, will
be able to do so to an extent.

City-bound consumers will be
forced to foot part of the new tax-
es, should its level make such a
move worthwhile. In general, the
tax constitutes a potentially severe
stick with which to drive consum-
ers and producers out of the city
into the neighbouring rural dis-
tricts.

As a policy instrument it is defi-
cient in that its effect is not uni-
form, and it adds a new dimension
of insecurity to the city environ-
ment. As a source of revenue it will
certainly be productive. It must be

remembered, however, that the fi-
nal source of tax revenue is the
pocket of the taxpayer.

This new form of tax simply
makes the final taxpayer more dif-
ficult to identify. In addition anc
even more importantly, it exacts ¢
toll from the taxpayer which wil
never reappear as useful govern-
ment spending in the form of
roads, refuse removal or other ser-
vices.

y making our economic society
less effective at doing its job ol
making useful commodities out of
raw resources, a tax such as the
turnover tax makes all of us pay
good money for no reward.

This tax is certainly a step in the
wrong direction. Not only will it
hinder the growth of our cities,
which are the productive hearts of
our economy, it will also raise en-
mity for a government which can-
not afford to antagonise its friends.

Tax revenue can be raised and
be productively spent on improv-
ing our society. We do not need to
rely on methods such as the turn-
over tax which are fatally flawed.
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‘Tax goose plucked bare |
and freezing to death’

By DEREK TOMMEY
Financial Editor

CAPE Town Chamber of
Commerce president Mr
Philip Krawitz was highly
critical of the Government’s
taxation system at the
chamber’s annual meeting
last night.

The aim of tax collectors.
was to obtain the largest
amount of feathers from the
goose with the least amount of
hissing.

The trouble with South Afri-
ca, he said, was that the goose
had been plucked bare and was
now freezing to death,

- He accused the Government
of excessive plucking of re-

sources from the private
sector.

MORE THAN R9-BN

“In the 1981-82 tax year indi-
viduals paid R2,1-billion in tax,
For the 1985-86 tax year they
will pay more than R9-billion
— a four and a half fold in-
crease in five years.

“In 1980-81 general sales tax
brought in R1,6-billion. This
year it should bring in about
R8-billion. Had GST been 12
percent in 1980-81 we could
have abolished both individual
and company tax.”

Mr Krawitz said the Govern-
ment was using an unaccepta-
bly high proportion of the pri-
vate sector’s resources.

Government expenditure
amounted to about 30 percent
of the gross domestic product.
The chamber believed this had

to be reduced to around the 24
to 25 percent mark at the earli-
est possible opportunity.

The chamber also believed
that the 27 percent increase in
regional assistance and devel-
opment was totally unjustified
and a reduction in the R3,6-bil-
lien earmarked for this could
help reduce taxes.

He said the fringe benefit tax
was unpopular because of the
gross inequity in its application
between the private and public
sectors.

HIGHER PRICES

The regional service levy
would undoubtedly lead to
higher prices. It was hoped that
if the levies were introduced
there would be a reduction in
taxes elsewhere. E

He wondered whether the ex-
emption of basic foodstuffs

from GST was in the country’s
best interests. Credit dealers
still found the financing of GST
an unwarranted burden and
tourists were irritated that
there was no exemption for
foreign visitors.

Mr Krawitz said the
chamber was pressing vigor-
ously for the establishment of
an export processing zone in
the Western Cape. While it
would not be an instant cure to
all export problems there was
much merit in the concept.

With the rand at its current ,
levels, South African raw ma-
terial prices were at bargain |
basement levels but this did
not provide many jobs. There-
fore there had to be a new set
of incentives aimed specifically
at promoting the export of
manufactured goods.
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Argus Correspondent

JOHANNESBURG. — Govern-
iment Ministers do not travel
{abroad enough and their blin-
ikered view of international
teconomics is resulting in an es-
‘calating tax burden for busi-
ness.

* Pretoria seems unable to
grasp the fact proved in some
fndustrialised countries of the
world that a lower tax struc-
ture encourages investment
and exporting which ultimately’
leads to greater revenue ‘bene-
fits for the State.

This.is the view of South
‘African Foreign Trade Organi-
sation (Safto) chief executive
Wim Holtes, given when he

Spoke to a Durban Exporters’
{Club meeting.
g .

eaders of the public and
Private sectors overseas, be-
{ieved the tax level in‘this
country was going to rise even
higher to pay for regional. de-
velopment and for separate po-
litical facilities.

They were also concerned
with the 16 percent inflation
rate which, they felt, would
damage the country’s economic
status alongside countries such
as Australia and Canada, sai
Mr Holtes.

“Top business leaders and
bankers 1 met on my recent
trip to the US and Britain felt
our recession would not have
been as severe if the public and
private sector had used the ex-
port opportunities apparent 14
months ago when the rand be-
gan to weaken.”
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had failed.

This was said by Mr Ste-
phen Mulholland, Editor
of the Financial Mail,
who was delivering a pa-
per by Barry Sergeant,
also of the FM, on ‘Tax
Reform: A Proposal for
South Africa’, to the Eco-
nomic Society of South
Africa at the University
of Natal, Durban..

He said that such a sys-
tem with a low flat tax
rate would be pure, sim-
ple and workable with tax
levied on consumption
and determined by cash
flows.

‘It would be equitable,
neutral, economically
efficicent, easier to un-
derstand and monitor
with the tax flow system,
simply taxing all of the
taxpayer’s cash receipts
which had not been
saved.

Mr Mulholland said
becasue cash flow tax
would be a direct tax on
households it could be
adjusted for individual
circumstances, unlike

sales tax, which in effect

* Finance Reporter,

was regressive.

‘It would have a pro-,
gressive effect, with per-
sonal cash receipts below
a certain level being tax
exempt.

He said business taxes
would be effectivley abol-
ished, with businesses
paying tax on behalf of in-
dividual taxpayers for re-
muneration and dividend

end disbursement made

to them, ‘but, he added,
‘businesses would still be
subject to audit to pre-
vent the system being
abused.

Mr Mulholland, said: a
cash flow system .could
also work in tandem with
indirect taxes such as

sales tax and custom and .

excise duties, with the
concepts of income, cap-
ital gains, abatements, re-
bates, econcessions,
allowances, banished
forever.

He said cash flow tax
was clear in its prineiples
and its applicability sim-
ple in any given circum-
stances and could

New S A taxation
@system mooted

SOUT};I)’A,\/ﬁca;;tO/x%Zyz:Swou

taxed consumption and not savings,

1d be better served by a cash flow tax system that
rather than the present tax system which

condense the present vo-
luminous Income Tax Act
intls a 20-page document.

|
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taxes
criticized

Staff Reporter
CRIPPLING taxes on
tote takings had pushed
the Cape, formerly the
leading horseracing pro-:
vince, into third place
behind the Transvaal
and Natal, Mr John Son-
nenberg, MPC for Green
Point, said in the Provin-
cial Council yesterday.

Stakes offered by the
racing clubs had not in-
creased as much as they
had in other provinces
because of heavy taxes, '
he said.

Many local racehorse
owners now preferred to
keep their horses in
training in other prov-
inces where the tax was
lower and thé stakes
were higher,

In the Cape, clubs had
to ‘pay 12%: percent of
their gross “exotic bet-.
ting” pools in tax, while
in Natal the correspond-
ing dtax was 5 percent, he
said.

5

Fewer punters

Mr Sonnenberg ap-
pealed to the Adminis-
trator, Mr Gene Louw, to
bring a revised Horse
Racing Ordinance to
- next year’s first council
sitting.

Mr Louw replied that if
the Cape had slipped
into third place, it was
because there were few-
€r people and fewer
punters here,

The province was busy
with a very wide-ranging

. inquiryinto the industry,
he'said.
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IJ/L Mﬁ"‘the local tontext sweh
calls were “nothing more than
a load of piffle”, Johannesburg-
based tax expert Costa Divaris
claimed.

Necessary as changes were
to South Africa’s creaky and
anomalous tax system were, he
said hopes for a radical new
system simply were “pie in the

%Exp’ert

Weekend Argus
Correspondent

DURBAN. — Calls for South
Africa to swing to a system of
taxation based on expenditure,
Or on cash receipts, are on the
increase — but are by no
means unopposed.

;
“ socialism-prone economy.

- ! ', Latest calls for a new sys-
{ tem come from Prudential
‘f\managing director Dorian
Wharton-Hood and Financial
Mail editor Stephen
* Mulholland.

1+..\Mr Wharton-Hood believes
.an expenditure tax would sim-
“plify the tax structure and cre-
.ate minimal administration
costs, boost the infrastructure

sky” within the framework of 3 -

e e

ehditure

=“Mr Mulholland is reported as
saying in an address that a
“cash receipt” taxation system,
coupled with a low flat tax
rate, would be pure, simple,
and workable, with tax levied
on consumption and deter-
mined by cash flows,

Responding, Mr Divaris said
there was no such thing as a
neutral or a simple tax system
anywhere in the world, “Any
change has enormous
implications.”

GST, for example, was sup-
posed to be simple yet the
whole tax was clouded by con-
tusion. He also believed advo-
cates of such systems in gen-
eral were wrong in diminishing
the impact they would have on
expenditure patterns,

Such calls overlooked the ba-

tax Calls

Africa’s economy and taxation
was built — to redistribute
wealth — and they diverted at.
tention from the real need to
reform the present tax system.

At such a critical juncture
the Government would not
dare to introduce a system
which could erode its income
basis. )

In spite of the lip-service
paid to free enterprise, South
Africa’s economy and tax sys-
tem were built on principles
which protected big business
and the bureaucracy. They paid
minimal tax at present and had
a vested interest in the status
quo.

In fact those in a privileged
position often welcomed tax in-
creases. because this increased
the value of their own

and create more . jobs. Sis on which much of the South privileges.
_\I‘\w‘— : - e




Finance Editor

" LATE last month Finance Minister, Mr Barend du

Plessis, announced tough clamps on the device by
which people took out an assurance policy — a
pure endowment — and received a generous tax-
free return on it.

Also last month the banks dropped their pat-
tern of overdraft rates, participation mortgage
bond managers also reduced their rates and some
savings accounts had their rates cut.

And last week South Africa’s trade balance re-
flected a healthy surplus of something like R3
billion.

Add to this the determined, and new, moves by
building societies to make profits ahead of the
legislative plans to allow them to go for a Stock
Exchange listing,

. What does this all mean to the investor?
“Short-term: that is until the end of the year
should see interest rates come down a further
three percentage points.

‘Medium-term: (to the end of 1986 and provided
the building societies get their stock exchange
listings) should see a softening of fixed deposit
and other building society savings’ rates.

But not too much should be expected. Savings

rates are destined to remain linked to the level of

the prime overdraft rate and will move in tandem
with the bankers’ rates.

The decline in savers’ rates should be matched
by a fall in the mortgage bond rates and for hire
purchase and leasing.

But again, in the case of bonds, not an awful lot
should be expected with the building societies
committed to making a profit. They will have to
give investors a little more and take a little more
from borrowers to make those profits demande
by the proposed new laws. -

That takes care of the prospects offered by the
economy.

What about the structural changes brought
about by the decision to axe pure endowment as-
surance policies — it is more complicated than
that in fact?

1t appears that a substantial amount of capital
has been directed to these policies which have al-
lowed generous {ax savings. That avenue having
been sealed off those who want to save cash and
tax will have to look for something else.

Krugerrands, proof and ordinary, have been
dealt a hammer blow by the collapse of the main
dealers in proof coins. The diamond market is
still in the doldrums, though a lot more cheerful
than it once was.

Trading in hard assets — paintings, gem stones,
coins, silvér, platinum, carpets, and so on — is al-
ways problematical if not only because there are
plenty of people selling these goodies, but not so
many providing the market where a fair price can
be gained.

Given that the government will not curb infla-
tion significantly, that is to bring it below 10
percent, the need to invest in assets which will
maintain their value remains.

Whats left? Property. Conventional wisdom isto
buy a house, or flat or plot of land somwehere but
the track record of the property companies listed
on the Stock Exchange is well worth examining.

There are nearly ten of them nowadays and over
the long term they should perform well both in
terms of dividend yield and capital appreciation.

Have a look at them before you go and put your
cash into fixed deposits for with interest rates
taking a turn downwards and an attractive avenue
like pure endowments policies:suddenly
unattractive the flow of investment capital has to
go somwehere. B -

By
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Blacks overtaxed

As many as 50% of black taxpayers earning
less than R8 000/year would probably re-
ceive tax refunds if they applied for them. So
says Ron Warren, technical director of com-
puter payroll software suppliers Q Pac.
When SA’s tax system was desegregated
" last year, it was decided that taxpayers earn-
ing less than R§ 000/year need not submit
tax returns and their PAYE deductions are
presumed by the Receiver of Revenue to be
. correct. However, a variety of factors are
likely to lead to taxpayers paying more over a
tax year than they are required to.

This will happen if a taxpayer receives a
wage increase, works overtime, is laid off, or
does not earn a wage for the full period for
any other reason. It will also happen if an
individual gets married of has more children.

Tn addition, the PAYE tabies do not take
into account dependents who are not the
taxpayer’s children. A further complication
is that the earnings of married women are
taxed at an arbitrary rate, which might well
result in a couple’s combined earnings being
overtaxed.
~ As the law stands, taxpayers earning less

than RS 000/year may opt to submit a sim-
plified tax return (Form IT 11) to obtain a
refund. But logistical difficulties and ignor-
ance of rights mean that few potential bene-
ficiaries will do so, says Warren.

Q Pac — whose clients employ 1,5m peo-
ple — has, after consultations with the De-
partment of Inland Revenue, designed a
form where taxpayers in that bracket can
“easily calculate, with the assistance of their
employers if required, whether it would be
worthwhile to submit an IT 11 form to the
department.

According to Warren, the response from
employers has been disappointing S0 far.
Only 12 have requested a supply of forms
since the service became available a month
ago. “Employers not only have a moral duty
to assist their lower-paid staff to claim tax

Frmanlsl Mail June 14 1986
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refunds 7 but such aid would have
a positive industrial relations impact on the
company. Any employer who can arrange for
a large proportion of his workforce to receive
refunds would gain an enormous amount of
goodwill, which will more than make up for
the extra work involved,” he says.

In a recent newsletter, the Johannesburg
Chamber of Commerce publicised the fact
that workers earning below R8 000/year can
claim. But it is uncertain how many employ-
ers have taken any action. The Federated
Chamber of Industries also raised the issue
with employers when the new taxation sys-
tem was introduced early last year.

0 The Q Pac forms are available from
Formcraft printers in Johannesburg. ]

ZIMBABWE
Rushing to the polls

Zapu opposition leader Joshua Nkomo has
been having a torrid time since PM Robert
Mugabe returned from a protracted Eastern
European tour on June 2 and promptly set
dates for Zimbabwe’s long-postponed gener-
al election.

Using special powers assumed in March,
Mugabe reduced the statutory period of
notice to opposition parties before the July 1
and 2 poll, when 2,9m blacks will vote for the
first time from formal rolls in 80 constituen-
cies.

The first headache for Nkomo stemmed
from being denied access to voters’ rolls in
most constituencies until last weekend.
Without the hurriedly completed rolls, he
could not confirm the names of valid second-
ers for candidates whose nomination papers
had to be filed by June 10.

“Do you call this a free and fair election?”
Nkomo protested to the election supervisory
commission, but to no avail.

Two Zapu High Court actions to get the
nomination deadline extended proved costly
failures, because judges ruled they had no
power to say whether Mugabe was being
“unreasonable” or not.

The ruling Zanu (PF) also dealt a shrewd
blow to Zapu’s main hope of capturing the
votes of urban blacks outside Nkomo’s native
Matabeleland when it announced compul-
sory pay rises of up to 15% for ail lower-
income blacks.

Discontent at soaring living costs (a 100%
increase since independence in 1980) was
opposition candidates’ best vote-catching is-
sue. Urban blacks’ wages have risen only
45% since 1980.

Zanu (PF) politburo chiefs have been re-
assuring voters (and foreign aid donors) that
a landslide victory will not spell the end of
Zimbabwe’s Lancaster House constitution,
into which Britain wrote entrenched guaran-
tees against the introduction of a one-party
state until 1990 at the earliest.

But even if Zanu (PF) can, as expected,
remove Bishop Abel Muzorewa’s hold on the
UANC's three remaining House of Assem-

bly seats, Mugabe now seems resigned to
letting Nkomo keep many of the 20 seats he
won in 1980.

At a weekend rally in Bulawayo, Mugabe
drew a crowd of over 30000 (6 000 Zapu
supporters turned out for Nkomo in Harare,
but he’ failed to appear). This suggests
Nkomo may lose some of his 15 “safe”
Matabeleland seats, especially in urban
townships where Zanu (PF) commissars and
Youth Brigade zealots have succeeded in
extending their vast underground network of
Maoist-style “cells,” which already cover all
Shona-speaking areas of Zimbabwe.

-In rural Matabeleland, suspected Zanu
(PF) cell members risk assassination by dis-
sidents. A big security force deployment is
taking place there, despite pleas by Roman
Catholic churchmen that a polling day pres-
ence of soldiers will be an intimidating re-
minder to voters of past army excesses.

“The dissidents speak the language of

Zapu, and Zapu speaks the language of the
dissidents,” Mugabe last week warned 2 000
villagers at a rally near the western border
town of Plumtree, one of the worst dissident
infiltration areas. They heard him out in
polite silence. Inquests on some of their rela-
tives who died at the hands of Shona-speak-
ing troops are currently being heard in

‘Smith’s cabinet, Bill Irvine, who has won

M Mugabe {top} and Zapu’s Nkomo ... free and fair oﬁ July 1?

Bulawayo.

Besides Zapu, the UANC and the exiled
Ndabaningi Sithole’s Zanu, three obscure
black parties have suddenly emerged for the
elections, but none stands much chance of
affecting the results.

Fear of suffering the slide into political
obscurity grips lan Smith’s Conservative
Alliance Zimbabwe (CAZ), which has
struggled to find candidates for what seems
set to be the final contest for the 20 reserved
white seats — which seem certain to be
abolished when whites’ constitutional guar-
antees lapse in 1987. The total hold Smith
once had on white representation has been
whittled down to seven seats by defections
and by-election defeats.

Farmers and businessmen who still sym-
pathise with the Rhodesian leader fear jeo-
pardising their relations with officialdom by
openly identifying with him. As part of the
CAZ’s strategy against the Independent
Zimbabwe Group (IZG), Smith is leaving
his old home territory in the ranching coun-
try of southern Matabeleland to fight an
urban Bulawayo constituency.

Bitter personality feuds lie concealed be-
neath superficial bickering over policies be-
tween the CAZ and IZG, which claims
better communications with Zanu (PF) and
has the backing of influential basiness inter-
ests that once supported Smith. Heading the
1ZG is a former rightwing member of

popularity with whites by exposing official
incompetence and corruption as the hard-
hitting chairman of the parliamentary public
accounts committee.

Public Service Minister Chris Andersen,
49, is staking his political career on retaining
his Harare suburban seat of Mount Pleasant

as an “independent independent™ after fall-
ing out with the IZG. Defeat for the brilliant
but sharp-tongued advocate will leave no
visible successor to the Smith generation of
white leadership as Mugabe continues the
march towards a “socialist transformation”
of Zimbabwe in the late Eighties and Nine-
ties. ]
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TAX levels must rise if the country is to
meet the increasing financial demands
of urbanisation and development, ac:
cording to Chris Heunis, Minister of Con-
stitutional Development and Planning,

He was addressing a Press conference
called to .clear ug misunderstandings
over the proposed Regional Services
Councils gystem, .

The RSC Bill-proposes -payroll and
turnover levies on businessmen to pro-
vide revenue for new metropolitan/re-
gional councils,

The couricils’ priority will be to serve
the infrastructural requirements of de.
veloping — or black — areas,

The levies will probably come into
effect next year, .

Heunis, accompanied by the bill’s
chief architect, Public Finances director

erhard Croeser, described the back-
ground:to its formulation as a search for
fiscal mechanisms to transfer “assets or
wealth from developed to developing
. commuiiities”,

He said development requirements
had risen beyond the capacity of present
total tax revenues, e

It is understood that two represent;
tives of organised commerce and indils
try accepted a report recommending the.
levies. -

However their concurrence wag later
repudiated by their organisations,

Croeser said the rates at which the

)

proposed levies would be taxed had not
et beén determined. These would prob-
ably vary from region to region accord. .
ing to needs. -y
evertheless, he regarded 1% on the B
ayroll levg and 0,5% on the turnover:
e‘g, as outside estimates, - il
n this basis, using Johanneshurg and
the Reef as a basis, the Departiient of .
Finance had estimated that the taxes
would bring in about R1,3bn a fear, of
which abouf R800m would go to the four
major metropolitan areas, - :
- oroeser said the Departmént of
Finance had given evidence on thé levies
- to the Margo Commission which is also
€xamininga third proposal by Croeser
concerning a levy on productive assets,
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1 Tax men Wé/ﬂ‘m
A

| pounce on %4

city home 3%

N
By Tom, Hood

THREE tax inspectors spent
* three-and-a-half hours search-
ing a Cape Town man’s home
this week. '

They were taking part in the
Government’s intensified

clampdown on tax dodgers,
[

“It was a traumatic exper-.

. iece and my wife was most up-

set,” said the man, a retired
garage owner.

“They searched every roorn
including the bathroom and
store room. They asked me to
open my safe but there was
nothing inside. They took away
a number of documents and
gave me a receipt.”

Amnesty offer

He complained he intended
taking advantage of the Gov-
ernment’s amnesty offer to tar-

. dy taxpayers and report some
untaxed earnings, He recently
sold 10 coastal plots which he
owned for several years be-
cause the taxes and bush-clear-
ing were becoming expensive.

“But before I could declare
the sale the tax men pounced,
They ‘asked a lot of questions
which I had to answer,”

When they left they gave him . .=
a 14-page questionnaire to list
full details of his spending, in-
cluding what he spent on golf.

“The cheekiest question of all
A was headed “19th Hole Ex-
‘ penses”, he added.
@ An Inland Revenue spokes-
i} man said personal visits were
part of an ongoing inspection
il process. The form, a capital re-
‘| concilliation form, was issued :
regularly.” e
Théclampdown in Johannes-
burg. técovered R73-million in
J tax'in‘the past seven months.
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THE Income Tax Bill tabled
this week gives legal effect to
the announcements made by
.the Minister of Finance in.his
Budget speech and in various
press releases and statements.

The 30 percent investment
allowance for machinery and
plant lapses on 30 June this
- year and is replaced by an in-
crease in the initial allowance
from 25 to 50 percent for ma-

n

use after that date.

- The 20 percent investment
allowance for certain indus-
trial buildings lapses and is re-
placed by a 17,5 percent initial
allowance. The Bill also con-
tains amendments aimed at
limiting the large scale use of
pure endowment insurance pol-
icies as tax-free investments.

Mr Kevin Dillon of Price
Waterhouse, commenting on
..- the Bill, said that it contained a

‘number of significant changes

only some of which were hinted

at in the Budget speech. Retail-
ers who enter into credit

chinery and plant brought into -

agreements that have a term
of less than 12 months (within
which the contract price will
be paid and ownership of the
item sold will pass) will no
longer qualify for a deduction
equal to the portion of the sales
price not received by them at
the close of their financial
year. The total sales price will
be taxable in the year the
short-term contract is entered

- into.-

CLOSE CORPORATION

Mining companies with se-
veral mines that commenced
mining operation at a new
mine after 5 December 1984
will only be able to set off the
‘capital expenses of the new
mine against income from that
mine.

A favourable new provision
enables certain private compa-
nies to elect to be taxed on the
revenue portion of dividends
declared in anticipation of lig-
uidation or deregistration at 10
percent and enjoy the tax bene-
fits that would result if they
converted to a Close

" Corporation.

The Matrimonial Property

o E 10510 (S <2

Income Tax Bill explained

Act has caused a number of tax

and estate duty changes. The -

disposition of property by one
spouse to another during their
marriage to change their mat-
rimonial property system will
be free from donations tax. A
donation of this kind (in terms
of Section 21 of the Matrimo-
nial Property Act) will be ex-
cluded from a donor spouse’s
deceased estate and included in
the estate of the surviving
spouse for estate duty
purposes.

ATTRACTIVE AMENDMENT
A very attractive amend-
ment to the Estate Duty Act
provides that any property that
accrues to a surviving spouse
on death will be deducted from
the dutiable estate of the de-
ceased spouse. The existing
R50 000 deduction in respect of
a surviving spouse will be re-
duced by the amount of such
accruals. These provisions will
make estate planning much
simpler and less expensive.

A number of existing
schemes to avoid fringe bene-
fits tax appear to have been
countered with retrospective

effect, notes Bruce Freer of
Price Waterhouse. An employ-
ee who lets his house to his em-
ployer who then lets the em-
ployee occupy rent-free will be
deemed to receive a taxable
benefit equal to the rent his
employer pays to him. The ex-
isting formula based on salary
will not be applied.

In certain schemes an em-
ployer buys a house that the
employee may in turn buy on
the termination of his service
at the original cost (to the em-
ployer) and lets it to the em-
ployee for a rental based on
that cost. A scheme of this kind
will now be taxed as if com-
prised of a low-interest housing
loan with the rental as interest.

Some taxpayers will be com-
forted by a ban on the tax man
taxing benefits received in the
1985 and 1984 (and earlier) tax
years which are now taxable
but were not then or were gen-
uinely believed not to be
taxable.

The much publicized “period
of leniency” has been extended
to 30 August-1985 for some tax-
payers (30 June 1985 for others)
and is now law.

A
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Brive to

Weekend Argus Correspondent
JOHANNESBURG. — Desperate
for new cash reserves to meet soar-
ing levels of public spending, the
Government has dramatically
stepped up its drive to recoup mil-
lions of rands lost in unpaid taxes.

Following up on swoops in the
main centres, where, according to
information obtained this week,
R77-million in lost taxes has been
recovered in seven months, the In-

-| land Revenue Department is pre-

paring to close in on thousands of
tax-dodgers in other areas.

The department’s chief of opera-
tions, Mr Schalk Albertyn, has dis-
closed to Weekend Argus that a mo-
bile audit team — the first of its
kind — has been assembled to trace
millions of rands more from the
pockets of tax evaders.

The hand-picked squad,
made up of 10 tax specialists,
will focus on the Transvaal and
the Free State, and backup
operations will be mounted si-
multaneously in Natal, with
Maritzburg as the base. Opera-
tions in the Cape will be con-
ducted through revenue offices
in Cape Town, Belville, Paarl
and Worcester.

The nation-wide drive will be
directed by a nucleus of senior
officials, headed by Mr Alber-
tyn, at the Inland Revenue In-
spectorate in Pretoria.

Among the main culprits are
engineering and construction
firms which either do not pay
tax deducted from their em-
ployees, or do not make the de-
ductions at all.

Fly by night
The result is that thousands
of workers employed by fly-by-
night companies, and moving
about from one job to another,
are getting away with substan-
tial taxes.

Those companies found not
to have submitted returns
would be taxed retrospectively,
and many would face heavy
penalties.

While Government coffers
have been boosted by the re-
covery of R80-million in unpaid
taxes, hard-pressed wage-

: earners cannot expect to reap

v A

any benefits. Tax rates are not
likely to come down.

®If anything, by next year
you could be paying more in
spite of the fact that the Direc-
torate of. Inland Revenue is
still unable to collect vast pay-
ments in GST, which run into
billions of rands a year.

This week, Mr Albertyn ad-
mitted the Government was
still losing out on GST. He ar-
gued that no tax-collecting
agency in the world could
claim to have a 100 percent
compliance (collection) rate,

Still, whether the rate of un-
collected GST has been re-
duced or not, taxpayers are
still suffering a double burden:
on the one hand they are short-
changed by the State, which is
unable to collect the taxes,
then they are required to pay
still more tax to compensate,

On top of that, the Govern-
ment, through a nation-wide
drive spearheaded by specialist
audit teams, has reclaimed
R80-million in unpaid taxes —
mostly from companies — yet
again there are not likely to be
any benefits for tax-payers.

Chronic shortages

If the figures disclosed by
the Press in 1982 are taken into
account — R628-million uncol-
lected over four years when
GST was 4 and not 12 percent
— losses, in the light of Mr Al-
bertyn’s admission, must still
amount to thousands of rands,
if not hundreds of thousands.

catch tax-evaders ste[fped/!m)( la
Mo (o

Bbfggest GS

‘swindle( z20
uncovere
in Republic

Weal d
W

d Argus Corresp
JOHANNESBURG. — Taxpayers
have been saved from footing the
bill in the biggest alleged GST swin-
dle uncovered in South Africa.

The fraud, said to involve R2-mil-
lion or more, reportedly involved a
well-known South African business-
man who evaded paying GST with
the help of a corrupt tax inspector
in Johannesburg.

However, the unpaid taxes —
about R1,3-million, but worth R2-
million with penalties — are being
recovered by the Directorate of In-
land Revenue, which means they
will not be borne by the public.

The full amount is expected to be
paid back, and further action will
be taken against those involved,

The 57-year-old tax inspector,
who had 10 years’ service, resigned
and left the country soon after the
fraud was discoveréd. He was be-
lieved at one stage to be in France.

A warrant for his arrest has been
issued and tax authorities in South
Africa are confident he will soon be
forced to return to stand trial on
fraud charges.

The commercial branch is contin-

The missing taxes, until 1982, uing to investigate. s
were the result of Government ;
inefficiency in collecting them, \K’»‘ s/
and in just one case a company

in Johannesburg was found to
have underpaid R3 900 000 in
less than two years.

Chronic staff shortages in re-
venue offices were said at the
time to have been the main
cause, though this has since im-
proved, says Mr Albertyn,

Those who have submitted
returns, but evaded paying tax
for three years or longer, even
for 10 years, will be taxed on
earnings for the past three
years, and also not penalised.

T



dodgers — “;
-

don’t be la

Argus Correspondent

JOHANNESBURG. — Tax dodgers were warned
today to meet deadiines — oOF face penalties that
will worsen as evasion goes or

Mr Schalk Alberiyn, director of operations at
the Departroent of Inland Revenue, disclosed that
computers were now keeping a track record of of-
fenders who assumed they had escaped the tax net
or had tried to diddle with returns.

“Qffenders trving to play tricks with the tax sys-
tem will discover there is a mailed fist in the vel-
vet glove we are wearing while the amnesty runs
into a countdown.” he said.

“Make a clean breast”

«J¢'s most disappointing there has been such a
small and slow response to offers of an amnesty
for taxpayers who have failed to file tax returns
over the past vear or two or else given false infor-
mation.

“They are missing a tremendous opportunity to
make a clean breast of it without fear of stiff pen-
alties if they come forward in time.

“Unfortunately, there seems to be mistrust
about our sincerity in promises of leniency. There
still seems to be a suspicion they will be trapped
and hammered if they volunteer to confess to fid-
dles and errors.

“We can only hope the extension of the amnesty
deadline from the original June 30 date to August
31 will be seen as a demonstration of our genuine
eagerness to help them clean the slate.

“The alternative, if they try to keep old dodges
hidden, is the risk of being tracked by computer
records sooner or later

—. or running into the
net that is closing on of-
fenders as we expand
our team of investiga-
tors.

“From September 1
we will start prosecu-
tions that may end in
dodgers facing fines that
will add 100 percent to
the tax they have tried
to escape paying.”

Mr Albertyn also
warned taxpayers that
there would be no
further extensiens of the
deadlines for 1984/85 tax
returns — switched
from May 15 to June 30.

Only teachers had
been granted a time lim-
it put back to July 31 —
necessary because of
late completion of IRP-5
tax forms by the De-
partment of Education.
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INLAND Revenue audltors un- |
covered 'more than R18 million '
of undeclared taxes .and:duty

over the past year m‘NPurban
alone, it was disclosed yes-
terday. ’

And throughout the country the
taxman’s snoopers have raked in
more than R100 million which had
"been concealed in fiddles of one |'
kind or another. {

What's more, Durban’s Reteiver of | !
Revenue, Mr Eddie Sawyer, warned
yesterday, the snoopers are still on the
prowl and intend to carry out continual
checks.

‘If there are any defaulters they are
well advised to come to us before we get
to them,’ he said.

Up to the end of May this year the audi-
tors had collected R18369590 of unde-
clared taxes in Durban,

FKvasions

More than Ri13. million. of th
from-undisclosed company tax:

Mr S%a‘alk Albertyn, the Inla

I rban R13 175 000 in company tax, |
R3 191000 in sales tax, R1 600 000 in indi-
vidual income tax, R211000 in undis-
tributed profits tax, R173 000 in donations
tax, R18 590 in stamp duty and R1000 in
estate duty fiddles had been collected

Mr Sawyer did not disclose how many
compantes or individuals had been in-
volved in Durban, nor did he say whether
they would:be prosecuted.

Mr Albertyn said tax dodgers had been
given until the end of August to make a
of things’.

‘We will not take legal action prov1ded
that the’ evasions do not go back more
years, and provided nothing is
. W wkl_: be checking very
losély.’

There were now 100
chartered agcountants
and 50 commerce gradu-
ates in the directorate’s
audit teams deployed
mainly in the larger cen-
tres throughout the
country,

. Mércury Reporter



Tax haven attracts new
industries to ClSkelz«/b/

By AUDREY D’ANGELO

BISHO. — Twenty new
industries, representing
a total investment of
over R25m, have been
established in Ciskei
since January this year,
the Ciskei Peoples De-
velopment Bank an-
nounced in a statement
today.

The industries, many
of which have been at-

" tracted from overseas,

will provxde nearly 2 900
jobs when in full produc-
tion.

They bring the total
number of industries at-
tracted to Ciskei to -al-
most 150 including 52
factories now being de-
signed or under con-
struction.

-* The managing director
t.of the Peoples Bank, Mr

fFrﬂns Meisenholl, said

¢ the 20 new factories that

- came into production
' this year came from
South -Africa, Hong
Kong, Israel, Talwan the
United States Britain
and Germany.

“The factories repre-
sent a total investment
of R25-million. They
have been built in Dim-
baza and Fort Jackson
and include textile, elec-
tronic, galvamsing, vet-
erinary vaccines, and
surfboard and paddle
ski manufacturing in-
dustries,” he said.

Mr Meisenholl said
scores of enquiries into
Ciskei’s new tax haven
status had been received
from potential investors
since legislation abol-
ishing company tax was
introduced in March this

year.

“The interest in-
vestors investigating the
feasibility of establish-
ing manufacturing, com-

- mercial and other ven-

tures in Ciskei has been
most encouraging.

“QOver 20 of the enquir-
ies received recently
have developed into for-
mal applications to open
up here and are being
followed up.”

Industrialists have un-
til August 31 this year to
switch to the company
tax free status. — Sapa




ment was today urged by big busi-
ess to take “urgent action” to slash
income tax rates to pull the economy
; out of the doldrums and encourage a
. surge in productivity and investment.

-Guidelines to an action pro-
‘gramme are spelled out in a memor-

f Chambers of Commerce and sub-
mitted to the special Margo C i

“andum prepared by the Association

he joint taxation of married’

that i

the top marginal rate cut from
50 percent to 40 percent and the
threshold hoisted from R40 000 to
R100 000 for married taxpayers.

The commission.is also urged to
pull down the company tax rate to a
‘40 pereént limit. © - - .

* - Assocom entered ‘the controversy

T
should be radically lowered — with.

" quired rate”, says the memo.

vour. of separate taxation. -

“We believe the present system
tends to discourage participation by
married. women in the -active eco-
nomic sector. South Africa will need
to tap every source of skilled labour’
if the couiitry is to grow at the re-

It.suggests measures: to simplify
the: GST system ‘by bringing all sales

‘by throwing its weight in fa- .-

and services under: its .=Ev_..a.=.P m
And it seeks-tlie abolition of heavy
indirect taxes and levies on petrol
and diesel fuel, which it brands as
Tost v and inequitable™.

discr

But-it gives a thumbs-down to the -

idea of tax .allowances on home
mortgages, which it insists would
boost house prices and encourage

- home-owners to.increase the burden

of their borrowing onloans.
. . @See-Page23




THE Chamber of Mines has
l rejected out of hand proposed
regional services levies on
"\ mining company wage bills.
r\) Retiring president George
\ Nisbet said that the chamber
No' had toid the Parliamentary
Standing Committee on Con-
stitutional affairs “that the
(‘Q levies should not be pavabie
“1 _by mining companies
“"Mr Nisbet said it appeared
the levies would be used to
finance infrasiructure and
certain basic services. The
. mining industry had always
provided its own infrastruc-
ture

“H mimng companies were
required to pay the levses
they would in effect be pay-

(,‘l ing twice for the same facili-
hes

‘The chamber has pointed

>, -ut that the Bill runs directly
Q counter to the principle ac-
Y cepted by the Government
: that mines should be taxed on
!\) rtheir profits and not in a
manner which has the effect
of increasing costs of produc-

tion.

“The chamber believes
that failure by the Govern-
ment to recognise the special
circumstances of mines
would reveal the levies as
just another means of in-
creasing the flow of funds
from the private sector to the
rublic sector which in the
ong term will operate to the
detriment not only of mines
but the economy as a whole ™

§
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T MAY surprise South Afri-
cans to know that the tax on
salaries and wages being pro-
posed as a source of revenue
for Regional Services Councils

1 (RSC) has been a part of our tax
‘structure for many years. The

familiar UIF deduction, the
worker’s compulsory premium
on his unemployment insurance,
is technically a tax on pay, just as
the new tax will be.

In contrast to the RSC payroll

| tax, which has already raised con-

siderable controversy between
government, business and labour
unions, the UIF contribution has
caused few complaints. In the first
place, the amount of the UIF con-
tribution is not great; and, second-
1y, benefits in the form of a cash
payment in the event of unemploy-
ment acerue directly to those who
have paid the tax. This conforms
closely to both the benefit and the
ability-to-pay principles of fair
taxation.

—n contrast to this, the RSC pay-
roll tax will be considerable in re-
lation to after tax earnings, and the
amenities which it finances will be
enjoyed by a relatively small pro-
portion of those who pay. Neither
of the fairness principes is thus
satisfied.

Despite assurances from Ger-
hard Croeser, architect of the
scheme, that the tax on payrolls
will “in all probability” not exceed
1%, there is no such assurance em-
bodied in the Bill, soon to be law.
The Bill explicitly avoids placing

~2°

TAX/David Solomon

A payroll

creates p

any limit on the level of either of
the taxes, leaving this to be deter-
mined according to the will of the
Minister of Finance.

There is hardly room for com-
fort from this quarter, considering
the pressures currently being ex-
erted on the cabinet and on the
finance portfolio in particular.
Probabilities seem to indicate
that, contrary to Croeser’s assur-
ances, the local taxes as a whole
will be made to shoulder an ever
greater burden both for “own” and
“general” affairs.

Even if Croeser is right and the
payroll tax remains at the level of
1% of gross salaries it must be
remembered that, after payment
of income and sales taxes, the R1
per R100 of gross income becomes
a much greater proportion of dis-
posal income.

Lower salaried people will find
that the payroll tax reduces the
value of their incomes by R1,20 per
100, whereas higher salaried peo-
ple, who are already paying an
average of 35% of their incomes to
the taxman, will find their spend-
ing curtailed by a further 1,7%.

Croeser’s estimates are, therefore,
between 20% and 70% off the mark
— assuming, if we can, that noth-
ing else changes in the interim.

There is cold comfort to be had
from paragraph 12 (7) of the Bill,
which “prohibits” employers from
adding the tax either to the invoice
he presents to the customer or on
to the wage slip he gives to the
workers. Experience with GST
should surely have shown all of us
that, add on or add in, it’s the cus-
tomer who pays.

‘inmm and wages are deter-
mined in the marketplace, and de-
pend on supply and demand. The
only defence the worker has
against being forced to accept a
reduced wage is his reluetance to
work in the city at a lower _E.mno. If
alternatives to urban employment
exist and are available at little or
no extra cost, inconvenience or
danger, then employers will not
stand still to be taxed if they can do
otherwise.

That such alternatives do not ex-

tax
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ist in SA is made wmnmnzw obvious
by the unstemmable tide of work
seekers flooding into the cities.
Workers must not expect, there-
fore, to be protected by the laws of
Parliament when the laws of sup-
1% and demand are being manipu-
ated against them.

The only good that this para-
graph can do (and this is not to be
sneezed at) is to save employers
the trouble and expense of chang-
ing their stationery and computer
programmes to accommodate a
m..ms category of deduction or addi-

ion.

The law can have no effect what-
soever on determining who does
and does not pay. Equally impor-
tant, it can have very little to say
about who does and who does not
benefit from activities of the RSC.
While it is the intention of the Bill
that RSCs should operate in such a
way as to benefit the black and
coloured areas, there are few fea-
tures of the RSCs which give any
assurance that this will indeed
happen.

ile it is true that domination
of the RSC by a single municipality

is prevented by the Bill, this is not
likely to have much effect in prac-
tice. The Bill requires that deci-
sions be made on a two-thirds ma-
jority of council votes, while
rohibiting any single community
rom having more than half of the
votes available. This will force
communities to enter into alli-
ances with each other in order to
reach decisions.

There is no doubt that, if they
chose to do so, the richer communi-
ties could easily find sufficient
common cause to successfully
thwart the redistributional inten-
tions of the Bill. This process will
be greatly facilitated by the politi-
cal parties which find their role in
local politics considerably en-
hanced.

qro net result will be that those
who pay the payroll tax will not be
direct beneficiaries of the services
provided by their means. Payment
will be made by all salaried or
wage employees, who tend as a
group not to be among the richer
section of the population. Services
will be provided through a strue-
ture which, while intended to fa-
vour the poor, will in practice
probably net do so.

The benefit principle of fair tax-
ation is clearly violated, resulting
in a local tax system which will, in
all probability, exacerbate urban
poverty and ignite further conflict,
Mmmv:m good intentions to the con-

rary.

® David Solomon is a lecturer
in Business Economics at Wits.
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Taxes — too much paid
-by too few for too many

o By HARRY SCHWARZ, MP for Yeoville and Opposition spokesman on Finance in the House of Assembly

e
THE word" “tax” is on most
people’s lips these days. Three

~ particular subjects are high-

profile- topics of debate: eva-

— sion, reform, and how much the

Government should be allowed
to spend.

Government expenditure is a
topic on its own and is beset by
ideological issues pertaining to
priorities, the tole of govern-
ment, and non-discrimination
in the provision of services.

Tax evasion has received
considerable publicity. Announ-
cements of success in detection
have been combined with em-
ployment of National Service-
man accountants and estiniates
of large losses due to dishon-
esty. There was an announce-
ment of a moratorium for
those who confessed their pre-
vious sins and came forward.

It is forgotten, however, that
high levels of taxation lesd to
increased wage demands ahd
so, add to inflationary pres-
sures, lower the level of sav-
ings and make less capital
available for investment — net
to talk of increased debt adding
to money supply problems.

It is by no means clear how
much tax fraud exists. There is
a feeling that in respect of or-
dinary income tax and com-
pany tax it has not increased,
but that in respect of sales
duty and ad valorem duties it
has escalated — and that the
evasion of these duties has
brought with it more income
fax evasion.

_ How hard are taxes biting
into people’s lives these days 7

f Tax is paidl not only on sala-
riés and wages and profits
from busitess, the professions
and industry but also on many
other hurhar activities. Income

tax is paid with surcharge up

to 53,5 percent of what is
earned on the highest level.

Company tax
is 50 percent,
and for gold
mining compa-
nies it is even
higher. Gold
mines also
mdke lease pay-
ments to the
Government,

Diamond
mines have just
had their level
of  taxation
increased.

Tax is paid on
income from
savings whether
it be by way of
interest or
dividends.

vestmenty in the form of Trea-
sury Bonds, Post Office Certifi-
cates and Building Society
shares (which are to be phased
out) but the amounts which
may be invested tax-free are
limited.

Dividends rbpresent a form
of double taxation in that they
are paid from after-tax profits
of compdhies and are taxed
again in the hands of private
individuats, who pay up to a
further 35 percent.

There is estate duty on death
except now where a spouse in-
herits. There is donation tax on
gifts unless specifically
exempted:

There are also rates and tax-
es payable to local authorities
by property owners, and fees
for owning cars and dogs.

In business there are li-
cences and levies — and now
there are to be payroll and
turnovef” takes to finanee the
new Regional Service Councils.

THere are stamp duties, mar-
ketable security taxzes and
transfer duties.

In the field of consumption,
few -activities are ‘hot hit.
Stnoke a eigarette, have & beer,
place a bet on a horse, buy pet-
rol — oh all of these there are
duties.

Imported goods are subject
to customs duties, with special
duties oh cars and video re-
corders. Ad valorem duties are
impbsed on so-called luxury
goods - watches, engagement

-rings and so oh.

Then on top of it there is
Getieral Sales Tax, with only li-
mited exceptions such as for
so-called essertial foods.

The tax burden of the indivi-
dual has changed dramatically.
In the three years after the be-
ginning of this decade, direct

Mr Hetrry Schwar, Asll,l;/for Yeovil@
Thiet*ar$ somietax-free l’rin 7‘(axation of individuarsin-

creased by more than 110 per-
cent against an increase of
only about 20 percent in com-
pany tax.

Income tax as a percentage
of personal income has in-
creased substantially.

Percentage of total tax rep-
resented by GST (as well as the
absolute amount collected by
way of this tax) has risen dra-
matically, not only with the
rise from four percent to 12
percent but with increases in
prices due to inflation.

Taxes as a percentage of the
gross domestic product in-
creased from 19,2 percent in
1970 to 23,3 percent in 1983. For
real incomes of R10 000 the
average tax rose from 14,2 per-
cent in 1972 to 24,9 percent in
1979 — and in 1984 the same
group paid 30,9 percent (Merca-
bank Focus on Economic
Issues).

The proof of how the tax
burden bites is seen in the sta-
tistics of decreased savings in
.the private sector, which in
mid-1984 dropped to zero, and
‘by the debt burden which the
consumer now bears.

Strange as it may seem,
there is no capital gains tax —
but how long this will continue
is an open question. While in-
come has been heavily taxed,
vast fortunes have been made
without any tax being payable
where such fortunes have re-
sulted from capital gains. (The
issue of whether capital gains
should in fact be taxed is a
matter of
controversy.)

It takes a substantial bureau-
cracy to collect and police the
many forms of taxation, and
much of the private sector’s
productive time is occupied in
keeping records: and making

raturne Tha mnra tavae thara

considerable

are, the more it takes to collect
them — and the greater the
possibility of evasion, the
greater the application of inge-
nuity by the individual to avoid
payment.

So when one talks of tax re-
form, one should seek to reduce
the number of taxes levied and
simplify the task of both payer
and payee.

Much has been written on
the efficacy of various forms of
taxation and the effect of high
levels on incentive and even on
returns to the fiscus.

Tax has become more than
an irritation in South Africa —
it has become a burden. People
are being hurt by it and are be-
coming fed up.

It is having its effect on en-
trepreneurship just at the time
when we need more enterprise
to create more jobs. It is an-
noying the ordinary working
man who has his tax deducted
at source and does not have the
facility to employ experts to
minimise his tax. :

The question which all tax-
payers ask is: What are we get-
ting for our money ?

South Africans are furious
when they see Government
waste and inefficiency. The lev-
el of social services does not
compare favourably with the
level of taxation. The tax bur-
den is carried by too small a
section of the population but
the need for social services is
spread across the broad spec-
trum of the people.

The Margo Commission is to
make recommendations to the
Government on the form and
nature of taxation and will no
doubt seek to evolve eguitable
and simple forms of achieving
the correct balance between
the different methoeds avail-

able. This would be not a mo-

ment too late.

But the balance between di-

rect and indirect taxation and
the question of which sections :
of the community are to bear

the burden in what proportion
are political issues.

The taxpayer does not mind
paying tax to provide services
which he wants and which the
private sector can not efficient-
ly supply, nor is there objection
to taxes to ensure stability and
security.

What is objected to, however,
is taxes which are inequitable
in their application and;which
stifle the incentive to work,
and where the use to which the
money is put is wasteful and
unproductive, either in the field
of social services or in terms of
problem solving.



DEREK TOMMEY
Financial Editor

SOME South Africans are
not paying their full taxes,
Lsays Mr Carl Schweppen-
hauer, Commissioner for In-
land Revenue, However, he
denies that the tax losses
could be anywhere as much
as R10 billion, as some peo-
ple have suggested.

In a discussion at the SA Fis-
cal Society in Prtoria on Mon-
day, Mr Schweppenhauser said
that on overseas experience
there was normally a non-com-
pliance rate of 20 percent.

If this figure were applied to
South Africa it meant that the

SA tax loss ma
be R6 billion

fiscus was under-recovering
some R6 billion.

Commenting on these figures
today he said his department
had not made a study of the ex-
tent of non-compliance.

He believed that the amount
of tax lost was nowhere near
the R6 billion mark.

The major tax-payers — the
public companies whose ac-
counts were properly audited
— were certainly not under-
complying.

Meanwhile, profit figures
from industry show that the
Government’s clamp recently
on tax concessions for industry,
and especially on lessor trusts,
are showing results.

s

lic companies are up sharply.
A good example of this can be
found in the latest profit figur-
ess for the Standard Bank In-
vestment Corporation.

This company today reported
a 25 percent increase in operat-
ing profits for the six months
ended June. However, its tax
payments soared by 40 percent.

Similar figures can be found
in the balance sheets of many
companies, suggesting that
company tax collections could
show a significant increase this
year in spite of the recession.

The hope is that some of the
increased taxes collecxted
from companies could 'be di-
verted to the pockets:of the or-
dinary tax payer in the next
Budget.

- -

Tax payments by many pub-

- .
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THE Standard B

“lieves the time is ripe for a
¢t in GST. Government
revenues are ahead of bud-
get and the economy has
cooled down to a level
which suggests some stim-
ulation is appropriate, ac-
cording to the bank’s
August Review released
yesterday.

The already-depressed
economy has worsened in
recent weeks. There has
been ‘an increase in the
number of lay-offs and
business failures and the
level of confidence,
which had been steadily
improving in recent
months, has been jolted
by the recent social and
political developments.

Spending

As a result, pressure is
mounting on the Govern-
ment to stimulate the
economy.

However, Standard’s
economists say that ‘some
lobbies and special inter-
est groups are urging Gov-
ernment to stimulate
demand by inereasing its
spending.’

A provision of R400 mil-
lion was set aside in the
Budget, in the form of a
tax reserve account, for
possible economic stimu-
lation. R250 million of
this has already been put
aside for drought relief
and employment ere-
ation. That leaves a mea-
greé R150 million, which is
insufficient to launch a
major stimulation

- exercise,

says

Me?ﬂl@y@g}ﬂsp Cll‘e? g The Review argues that
nk be-

itin any event it would be
unwise to go the Keynes-
ian route, implying addi-
tional deficit spending.

Firstly, it ‘would de-
stroy the credibility that
the Government is pains-
takingly (and painfully)
establishing. Secondly, it
would reverse expecta-
tions of a lowering of the
rate of inflation, and ‘it is
probably no exaggeration
to say that the eountry
now has its last chance to
meaningfully reduce
inflation.”

Solutions

Instead, the report
urges that if economic
policy-makers decide to
stimulate the economy
‘supply-side’ economic
solutions be sought,

One option had been a
reduction in the pump
price of fuel. But that
probably now awaits the
recovery of the rand.

‘For that reason, the
other option — a cut in
GST — potentially an
e€ven more significant
supply-side stimulant —
has now shifted to the
foreground. A move of
this nature has not only
been made possible, but
indeed desirable, by sub-
stantial excesses of the
Government's tax-take
relative to the amounts
actually budgeted for.

For the first three
months of the fisca).year,
Government revenue was

32,3pc higher than'in the |

same period of the pre-
vious year. In addition,
gold mines’ August tax
payments are expected to
be around R1100 million,
compared with August
‘84s R797-million. This is
considerably higher than
budgeted for.

‘All indications point to
overall Government rey-
enue at present tax rates
being comfortably above
the amount budgeted for
the full year, notes the
Review.

‘A reduction of GST to
10pc would cost the Ex-
chequer approximately
R120-million a month.
Not only would that im-
mediately benefit person-
al expenditure, thereby
boosting economic activ-
ity, but it would have a
beneficial (although
strictly technical) effect
on the Consumer Price
Index.

Deficit

‘Were the reduction of
GST to take effect from
September, the deficit for
the full year would be
raised by some R840-mil-
lion. Based on the
originally budgeted fig-
ures of expenditure and
revenue this would imply
a deficit of less than R4
billion, or 3,3pc of GDP.
That is by no means too
high for an economy in
recession.

Moreover, over-collec-
tion of taxes is already a

Standard

feature, and if the rand
were to remain weak, the
gold mines’ profits and
hence tax payments,
would continue to exceed
budget even further. Thus
the deficit finally
realised could actually
be less than R¢-billion.’

Standard's Chief
Economist Nieo Cypionka
says that all information
reaching him indicates
that economic activity is
more depressed than the
currently available do-
mestic statistics reflect, If
this declining trend con-
tinues in the short-term it
might be very difficult to
get out of it.

Payments

‘From an abstract point
of view, some of the de-
velopments have brought
about an easing of a num-.
ber of economic prob-
lems, such as the now
healthier balance of pay-
ments; but one must be
acutely aware of what is
happening at the human
level and the praetical
and political ramifica-
tions. '

‘Sound businesses are
being forced into a corner
and good workers are los-
ing their jobs through no
fault of their ‘oWn. In
terms of dampening eco-
nomic activity, wehave
gone far enough. Mést of
the original obj’eaixgs set
in July last year havé now
been achieved.’
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140 percent.
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have not™
sent 1n tax
returns

Argus Correspondent
PRETORIA. — About 40 percent of taxpayers

have not given in their tax forms for the 1984- -

85 financial year, according to the chief of
operations for the Directorate of Inland Re-
venue, Mr Schalk Albertyn.

He said: “Anyone who returns their form after
the June 30 deadline could be liable for perralties.”

Penalties vary depending on the amount owing
and whether the person is a first offender -or not.
First offenders face a maximum fine of R100.

Taxpayers have already been granted one exten-
sion — from May 15 to June 30. This also gave re-
lief to some Government departments which had

. not yet issued employees with IRP-5 forms.

150 inspectors on duty

Meanwhile the Government’s special audit
teams have tracked down R119-million in unpaid
taxes over the past 10 months in a campaign
against tax dodgers.

Mr Albertyn said the special tax units had been
boosted from 90 to 150 inspectors.

The audit teams consist mainly of university
graduates doing their national service who are
transterred to revenue offices after three months
basic training: They operate in centres such as the
Witwatersrand, Pretoria, Cape Town and Durban.

The teams had netted R75-million by the end of
May, R109-million by the end of June and R119-
million by the end of last month.

Mr Albertyn said the audits had also resulted in
a big reduction in assessed losses — this would
yield a further R100-million in revenue in the com-

'y ing financial year.

Frequent checks needed
Inspections on GST had yielded R47-million in
the past 10 months but Mr Albertyn said he was
“not entirely satisfied” with the revenue being col-
lected. A great deal of money was still escaping

_the-tax net.

“Jt is a different ballgame to what it was when
GST was only four percent. With our staff situation
we can check traders only once in three years —
but with GST now at 12 percent we need frequent
checks,” he explained.

The directorate’s work study division was con-
ducting a special study into tax collection with the
emphasis.on GST. k

Referring to a report that tax evasion caused an
annual Ré:billion revenue loss, Mr Albertyn said
this figure‘was probably exaggerated.

He spid,a special study had been commissioned
in an’#ttept to measure the gap betweeén;taxes
paid and what should be paid. %

— T -
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Haslett, managing director of S A Eagle.

Cg ightmare for
@insurance industry

THE CURRENT state of unrest and violence is a nightmare for the short term insurace industry. Looting, arson
and motor vehicle damage and theft are consequences of this prevailing cllmate of lawlessness, according to Mr FN|

SRR - 2o

‘percent to"R122;

| the six-month; period

costs has materialised

[N

Mr Haslett was an-
nouncing S Eagle’s
unaudited figures. for the
six imonths ending:June
30.

The company,

gross premlum

stment - inconi
vestment. exg;
Cr

selined only* arginally to
57,2 (1 7 percent down).
N

: ‘Underwmm &
have jbeen: affected- du

isg” in ‘re-insurance

and: will continue to im-

pact on underwriting
proﬁtabihty ‘Every: effor% A

1s'bemg made 1o ¢o
-adyerse trends,’™
Hasle it said. -
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By Colleen Ryan,
e Pretoria Bureau
ol

< s+Special audit teams have
1i tracked down R119 mil-
¢, lion in unpaid taxes dur-
. »ing the past 10 months in
wo the intensive campaign
.. against tax dodgers.

%, The chief of operations

for the Directorate of In-

~-1and Revenue, Mr Schalk
,. .+ Albertyn, said the special
', units had recently been

oo boosted from 90 to 150

) '  professional inspectors.
.. The teams consist
" ‘mainly of university
graduates doing national
“-’service. They are trans-
. ferred to revenue offices
« " after three months’ basic
~ training and operate in
 “‘major centres such as the
<'*'Witwatersrand, Pretoria,
~ 'Cape Town and Durban.
#'- They had netted
<+ R75 million by the end of
& >May and R119 million by
-« ""the end of July.
2, Mr Albertyn said the
.2a-audits had also led to a
2 ,big reduction in assessed
e losses, which would yield
v +«another R100 million in
e revenue in the coming fi-
-¢,+ nancial year,
.o+ General sales tax in-
= -spections had yielded
R47 million in the past
10 months, but Mr Alber-
‘tyn said he was not en-

Net tightens ardund dodgers™

————

Pretoria Bureau

About 40 percent of all taxpayers have failed to sub-
mit their tax forms for the 1984/85 financial ‘year,
says the chief of operations for the Directorate of
Inland Revenue, Mr Schalk Albertyn.

“Anyone who returns his form after the June 30
deadline could be liable for penalties,” he said in an

intervew with The Star.

Penalties varied depending on the amount owing

and whether the person was a first or frequent of-
fender. First offenders face 2 maximum fine of R100.
Taxpayers have already been granted one exten-

30

sion — the deadline was moved from May 15 to June

The extension also gave relief to some Government
departments which had not yet issued employees

with IRP5 forms. .

tirely satisfied with the
revenue being collected
— a great deal of money
was still escaping the tax
net.

“It is a different ball
game to what it was
when GST was only four
percent,” he said, “With

our staff situation, we-

can check traders only
once in three years — but
with GST .now at 12 per-
cent we need frequent
checks.”

He said the director-
ate’s work study division
was conducting a special

study into tax collection
+ with special emphasis
uu GST. Attention ‘would
be given to increasing the
number of inspectors and
upgrading their training.

Referring to a report
that tax evasion meant a
revenue los¥- of
R6 000 million a year, he
said the figure:wds prob-
ably exaggerated. .

A special §tudy had
been commissioned in an .
attempt to quantify the
gap between thé taxes
paid and what should be
paid. -




Tax dodgers were givena
stern new warning today
by the Commissioner of
Inland Revenue that they
willibe tracked down and
hit“with Severe penalties
if they ignore offers of a
amresty on fiddles,

The deadline for the
amnesty, first set at June
30, has been extended to
August 30,

The Department of Fi-
nance has offered the op-
tion of the carrot or the
stick to thousands_of tax-.
payers suspected of mak-
ing false entries on tax
returns — or failing to
submit returns at all,

First the carrot;

O Penalties  will pe
dropped if taxpayers now
turn up at Receiver of
Revenue offices and vol-
unteer to make a clean
breast about disclosures,

All tax dodgers will be
assured of no criminal

prosecution if they con-
‘ fess to failures to disclose

IEE B/
S
information * abg;

ut'  in-

" come that should have

been liable to tax, - -

ONo additional asSess-
ments will be imposed on
fiddles " and  omissions
that may have occurred
before March 1983 — giv-
ing a fresh clean siate on
tax returns -older than
three years, - '

But next the taxman
shows the big stick he in-
tends to wield if tax
dodgers ignore the am-
nesty deadline, .

“Tax defaulters are re
minded of the substantia]
penalties; - amounting to
as much as double the
tax evaded, that may be
imposed for tax evasion
and the non-rendition of
returns or declarations”,
said the Commissioner in
a statement today.

“An’ appeal is directed
to all persons who have
not  been completely
frank with the Receiver
of Revenue during past’
years to avail themselyes
of this extended period of
grace”,




"s|#5 Mr Raymond Ackerman, on

< of the country’s leading bh
-nessmen, has called ‘on the Go-
vernment to include a cut in
the :general sales tax in its
medsures to boost confidence.

(‘While the cut in interest
rates was good for the big
boys, it did little for the small
people.

“A cut in GST would be an
excellent antidote to what is
happening and would help the
poor.”

Alternatively, the Govern-
ment could take GST off all
foods.

Dr' de Kock said he cut the
bank’s discount rate to prevent
the recent political develop-
ments from bringing about an
undue contraction of money
and ‘credit leading to rising in-
terest’rates. -

CENOUG &
.iThe-Reserve Bank’s new
bank rate was being fixed at 16

R

ion by
_Bgﬂx&lg’_s rediscount rate for

peicent,, following the*reduc: ™
1,75 percentin the *

o

Sht

d

rdiscow

ses from its present level of
,15 percent. ) )
Similarly, the redisco
rate for Landbank bills w:
ing reduced from 18 to I
percent and for bankers’ acc;
tances from 18,25 to 165 1
cent. Pyt
“Corresponding reductions" in
the Reserve Bank’s rediscount
rates for banks and in its inter-,
est rates on overnight loans.to "
discount houses and banks will
be introduced,” he said.

“The expectation is tha
lowering in the bank rate
lead to a further reductio
the prime overdraft rate of
commercial banks from’ th
present level of 21 percentté
between 19 and 20 percent: Ré-
ductions in the bond ratesof
building societies can also be
expected in time” e

He said the inducemefit*for
banks and their borréWing
clients to use offshore. credit-

rould not:be.diminished. a5 the
a € 3

> Bank w
‘propriaté " ddjistients’
margins on forward €kl 3
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" state should be in a position to

‘Tax relief
promised STHE
for high S20)
pay grou

By David Braun,'z) q’qf
. Political Correspondent -
BLOEMFONTEIN — Tax relief
for the higher income groups
and a less restrictive budget are
planned for next year, the Min-
ister of Finance, Mr Barend du
Plessis, has indicated.

At the Free State congress of
the National Party here yester-
day, Mr du Plessis undertook
that the extra income earned
from fringe benefits taxation
would be ploughed back in fur-
ther tax relief.

“There is a heavy load on the
-higher income groups and next
time we will have to see how we
can help them.

He said that while he could
not foresee a huge expansionary
budget next year, the country
would not again need such a re-
strictive budget as it had this
year.

The minister also suggested
that as the political and eco-
nomic situation was so fluid, the
time had perhaps come that the

constantly adapt its budget, just
as many large -corporations do
all the time.

Mr du Plessis was grateful
that so many departments had
been able to hold their expendi-

said there were some that were
struggling, especially the De-
fence Force.

The time had come, he said,
to cut state expenditure by
striving for a smaller, more mo-
bile but better-paid public ser-
vice.

“%J

ture to this year’s budget, but he }.-
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FEARS that government is preparing to
limit further news coverage of events in
South Africa — particularly internation-
al coverage — have been fuelled by yes-

PETER WALLINGTON |

flight from the country.
1t is believed Wilkinson, who carries a

terday’s deportation of a Ni
correspondent and the banning of this
week’s issue of the magazine.

The department of Home Affairs told
Business Day yesterday further depor-
tations could not be ruled out, although it
was “not considered a matter for undue
speculation”.

The spokesman said a decision to de-
port foreigners was not taken lightly.

Newsweek corresondent Ray Wilkin-
son, who had been in South Africa for
three weeks, was arrested in Cape Town
on Wednesday night. He was then trans-
ferred to Jan Smuts Airport to await a

British p t, would return to Nair-
obi, where he is based. A Business Day
correspondent’s request to interview him
at the airport was turned down by Home
Affairs.

The first available flight to Kenya was
on British Airways last night.

Newsweek’s South African corre-
spondent Peter Younghusband said from
Cape Town yesterday no other moves
had been made against the magazine,

PFP media spokesman Dave Dalling
said he feared further restrictions could
follow. There has been speculation that'
government was looking at aspects of the

¥ o2 - A 3 S i
Fears groW2l govt crackdown on Press

discredited Steyn Commission, in par-
ticular a register of journalists.

This would make it impossible for
journalists to practise if struck off the
register, and it is feared government
could monitor foreign coverage by South
African journalists not restricted by visa
regulations.

Dalling again warned that to imple-
ment any of the recommendations would
cause “great damage”. .

“The government has resorted to au-
thoritarian tactics when it should be tak-
ing political initiatives. It seems to me
¢hat government, without making a pub-
lic announcement, is toughening its
stance on the Press.”

@ Editorial comment — Page 6
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on food; :
says Tucsa
The Trade Union Couneil
of South Africa (Tucsa)
yesterday ended its an-
nual conference with, a
call on the Government
to lift general sales tax.

Jon all foodstuffs as this
was an “extra tax burden

on the poor an th

employed”., | & %
Tucsa also s| the

Goverment to introduce.a

national . health scheme
free of dlSCI‘l Ty

wide-ranging, - P

and “bread-and-butter”
resolutions: passed at the
four-day ' conference in
Johannesburg

Delegates  said GST
was an iniquitous system
which “robbed the poor
to make the rich richer’.

A resolution was
passed demandmg the jn-
troduction of “a national’
health service totally
free of discrimination”.

It .must also guarantee
to'everyone in South Afri-
ca efficient medical care
at a price which they can
afford”,. the resolution

‘stated. e

@ See Page11. -
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Substantial tax cuts could be in-
*" troduced in the national budget
next March if the 10 percent im-
port surcharge imposed today
o eTE extended for the whole of

' '1986.
= Bankers said the tax burden
on individuals in South Africa
had reached usuary proportions
and the imposition of yet an-
other tax, that on imports, was
* ‘uncalled for when not accom-
panied by some form of tax re-

™ lief.
:.  Following the unilateral debt
moratorium, the import sur-
charge comes as no surprise, de-
spite it running counter to the
“wishes of the International Mon-
etary Fund and especially with
' the country running a massive
R5 billien surplus on its current
v account of its balance of pay-

‘ments.

The import surcharge was eli-
minated some two years ago,

. 1 -

[

~Some imported goods to cost more ||

tax

STAN 273

following pressure from the
IMF and bankers said today it
was highly likely the govern-
ment would extend it next year
to allow it to continue its profli-
gate ways and at the same time
enable it to introduce tax cuts.

The rise in GST by two points
to 12 percent this year will
bring in a further R1,2 billion,
and meant this most wide rang-
ing of all taxes was now netting
R8,3 billion every year for the
government to play with.

A wide range of imported
goods will become dearer as a
result of the decision to reintro-
duce an import surcharge.

While the 10 percent sur-
charge imposed from today af-
fected only those goods not in-
cluded in the General Agree-
ment on Tariff and Trade (Gatt),
it nevertheless would hit im-
ported components of most lo-
cally manufactured or assem-
bled goods.

Motor cars, electrical goods,

N I B B

_full 10 percent duty.

}ltS
g
udget
fridges will be hit to some ex-

tent, while clothing, textile and
footwear items will carry the |

Cigarettes, tobacco, furniture
polish and creams, plastic bot- |
tles, plastic coated electrical ;
wire, hand tools and a wide
range of steel, copper and alu- |/
minium items will also have to
pay the full 10 percent on im- |

ort. :

The new tariff will only af- |
fect between 45 and 50 percent
of the country’s total import bill
of R20 billion.

Treasury sources said the es-
timate of R400 million that the
excheguer expected to net over!
the next six months was fairly
wide.

The GATT structure is based,
largely on a tariff structure:
agreed to internationally and,
covers such diverse interests as}
live horses, anchovies, cheese.;
hog sausage casings and duck;
down. i

T
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Mercury Reporter

"DURBAN couples, frus-
trated by joint taxation,

| ,'. are turnmg more often to
 “perjury and contrived di-
. yorce as a means of eas-
ing family financial bur-

dens, says the Women's
“Bureau of South Africa.
‘We receive a steady
stream of calls from wom-
en wanting to know if we
thmk divorce a good
idea,’ said the bureau’s
‘Mrs Joyce Atkinson.
““Last month we had
gbout 30 inquiries from
women on this problem,
and many of them said
they were either consid-
ering divorce or planning
td remain unmarried.
“‘We advise the women
not to take the drastic ac-
tion of getling divorced,
‘but'we do appreciate the
‘stress they are under,’

| she said.

‘Most of the callers
were women in ordinary
jobs who say they are at
their wits’ end and cannot
cope.

‘It is alarming that the
tax system in a Christian
country can threaten the
institution of marriage
and does not encourage
people to go out to work.’

Perjury

A retired judge said
last night he felt couples
were misusing the courts
if they obtained divorces
merely to escape joint
taxation.

‘Divorces are granted
on the basis that a mar-
riage has broken down. In
the case of couples mere-
ly wanting to avoid tax, it
is obvious the marriage
has not broken down and
therefore they. are com-
mitting perjury.’

es us’

?

One of the callers, who
later spoke to the Mer-
cury, secretary Mrs A,
said if tax laws did not
change soon she and her
husband would have to
consider divorce.

“We were married only
three months ago and if
we had known what it was
going to be like financial-
1y, we would not have
bothered. It's that bad.

‘We had lived together
for five years before, and
we lived very well. Now
we are really scrimping,
and we are just glad we
don’t have any children to
support.’

Another woman said
she and her husband had
divorced in October last
year ‘to improve the fi-
nancial conditions in our
home’.

She and her husband
still lived together and

part

had a young child, born
before their divorce.
They estimated they
saved about R2 500 a year
as a result.

‘We just felt that at the
end of every tax year the,
taxman was taking us to
the cleaners.’

Before the divorce she
paid almost double the
tax she would be requi-
red to pay as a single wo-
man, -

‘We spoke to our
friends about the matter
and then went to see a
lawyer. Seeing him did
not really cost us much,
and what my husband
said in court were’mere
words. It was really a
question of saying that we
didn’t geton. °° ’.

‘The divorce o tis
just a piece: ofngape ~a\nd

% TURN TO PAGE 2
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although it may seem odd
to some people, we con-
sider ourselves far better
9tff for going ahead with
i

Court

‘It has made no differ-
ence to our domestie situ-
ation. My child has got
our name. We are living
happily together as a fam-
ily and in the future we
will have more money for
children as a result.

Her brother-in-law, a
! sales manager in the
motor industry, said he
) had been divorced four
f years ago specifically be-

cause qf ]oﬁ?ﬁ(a fon.

‘Thrée riends
have do : exac«lly the
same thing, one of them
only two months ago.

‘We just went to court
and got a divorce on the
grounds of an irretriev-
able breakdown of mar-
riage. It's as easy as that.

‘We still live together,
have three children, and
our feelings towards each
other are not going to
change.

‘] am just not interested
in marriage any more. 1
estimate we saved R3 500
last year as a result. That
comes to about R300 a
month and it makes a big

dlfferenceu}/:?
Another Durban man

said: ‘My wife and 1 have
been seriously thinking
of getting divorced be-
cause we estimate we
could save about R1000 a
year.

Pointless

‘If it were just a matter
of signing a form we
would go ahead. I'm pret-
ty sure we will get round
to getting divorced ... the
difficult part is havmg to
stand up in the Supreme
Court and tell lies.

‘It is pointless to have
to pay that R1000 to the
Receiver as a “licence
fee” and the advantage of

ce tax d%l

through marriage is re-
ceding so rapidly that it
does not mean a thing
anymore.’

Another woman esti-
mated she and her hus-
band would save R1800 a
year as a result of di-
voree.

‘Although it is not a
nice thing to have to do,
we are going ahead. But
getting divorced to avoid
taxation is a big step. You
have to lie your way
through it,’ she said.

Remarrying

A Durban teacher said;
‘My wife and I both feel
the same way and if we

Y

were able to circumvent
her employer’s moral
stance on not employing
arried mothers we
deﬁmtely would getl
vorced”

A Durban grandmother

'|“who recently wrote to-the

‘Mercury’s Forum blamed
the tax system for two of
her sons getting divorced
and a third not remarry-
ing]

‘If‘young people have
se these days, they
et married,” she

‘my three sons

el

ivorced we were |

" cept this even though we

" in June next year.

terribly upset. My hus-
band and I are both over
50 and come from fam-
ilies where marriage is
the correet thing to do.
‘But we have had to ac-

don’t discuss it with rela- |
tives. :
‘What worries me is
what xt will be like in 20
years’ time. What are
their children going to do
when they are grown up?
They won't even consider |
marriage.’

Finalised
The chairman of the
commission into taxes,
Mr Justice Margo, has
said he has been told the
Treasury would lose an
estimated R480 million if
there was a straightfor-
ward change to separate
assessment of earnings
and investments.
Finance Minister}
Barend du Ple551s said in |
March he had: hoped- to°]
address the problem of -
taxatlon of workmgncou-

‘subject had not:
inalised and it

he:final Yéport is'due
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" By Chris Steyn

Hundreds of South Africans are getting divorced because
they are financially crippled by joint taxation. And many
more career women are opting to stay single because mar-

riage is too expensive.
This has emerged from a sur-

.vey done by The Star among

married couples and single pro-

-fessional people as well as auth-

orities on taxation and women's
issues.

Other couples who wish to be
married, but want to avoid the
tax burden that goes with mar-
riage, opt for church weddings
— but avoid formally register-

. ing their marriages.

REJECTION

“There appears to be a total
rejection of marriage by cou-
ples who feel that the tax bur-
den would be crippling,” said Ms
Roberta Johnson of the
Women'’s Legal Status Commit-
tee.

“And working woman are
constantly complaining that
they are just an extra source of
income for their husbands.

“I've often heard women say:
‘Why should I stay with my hus-
band if I have to put up with
poverty because of joint taxa-
tion’.”

Businesswoman and a mem-
ber of the Women’s Bureau, Ms
Suzanne du Toit, said she knew
of many who had got divorced
purely for tax reasons.

Divorces like these were,
however, usually well-kept- se-
crets. “They don’t even tell their
parents or their best. friends,”
she said.

Ms du Toit said many.eligible
career women now avoided
marriage because of the effects
joint taxation would have on
their finances,

“How can you get married if
you're going to be paying R1 000
more in tax every month?” she
said.

" "Couples$ ‘in higher income

brackets told The Star: they
were forced-to s certain
amount of ;thej i

‘About 80 percent of profes-
sional married people surveyed
by The Star said they were con-
sidering getting divorced purely
for tax reasons,

Divorce cuts
tax bills for
career men
and women

Although couples who di-
voree, but continue to live to-
gether as “man and wife” tech-
nically contravene the law, the
Department of Inland Revenue
has not prosecuted any offend-
ers.

EVASION

Some 75 percent of Johannes
burg’s population are married,

A spokesman for the officer of
the Commissioner of Inland
Revenue said the department
had received reports of couples
getting divorced to evade high
taxation. °

But these cases were not
being investigated.

“Considering that one of the
highest priorities of the Margo
Commission (whose report will
be ready in June;next year) is to
look info separﬁte taxation for
husbands and wife, we are are
not viewing this trend in a seri-
ous light”. . e

One woman who has not {mar-
‘ried*for tax reasons, however,
disagrees with the Départment’s
view: “I think it is Very said that
members of a Christian society
are forced into divorce by their
country’s tax laws”.
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7 Mercury Reporter

ﬁubmhmwmmmom Denis

v Hufley yestérday called
for“3“canipaign by mar-
ried couples to get joint
fax legislation changed as
5o :.mmﬁomm@m.

‘It seems that the tax
'systein in South Africa is
detrimental and contrib-
uting to the breakdown of
the institution of mar-
riage and family life,’ he
said, reacting to a report
in yesterday’s Mercury.

Mrs Joyce Atkinson of
the Women's Bureau of
Southern Africa said in
the report that the bu-
reaw’s Durban branch
had last month received a
steady stream of tele-
phone calls and letters
from women attacking the
joint taxation“system and
wanting to know if di-
vorce was a ‘good idea’.

‘Married folk should get
together to have this leg-
islation changed as soon
as possible,’ said the
archbishop.

Mrs Helen Suzman, MP
for Houghton, said there
had been so much pres-
sure exerted over the is-
sue of joint taxation that
it would be surprising if
‘something does not ema-
nate from the Margo Com-
mission on tax reform’.

Professional

‘1 have been pushing
for separate taxation of
married working couples
for a long time, said Mrs
Suzman.

She maintained that
the amount of money
which would be lost by
the Treasury — estimated
by some sources to be
more than R400 million a

the number of skilled and
professional women who
would come on to the
market as a result’.

The main problem fac-
ing the Government if
such changes were made,
said Johannnesburg tax
specialist Mr Costa
Divaris, would be how to
make up the lost revenue.

‘1 believe any changes
being considered by the
(Margo) commission
would just be a question
of redistributing the tax
burden.’

Meanwhile, Durban tax
consultant Mr Rob
Stretch, of chartered ac-
countants Ernst and
Whinney, has highlighted
the ‘penalty tax’ incurred
by married couples in a
table comparing _.oE(n and
separate-taxation:

According;to the table,*
a-martied eouple with a

combined income of
R20000 a year (husband
R12 000, wife R8000)
would be taxed slightly
more than R2 500
annually.

Taxed as single people
they would pay about
R1900 but in addition,
said Mr Stretch, a further
R500 would be due from
the married couple at the
end of the tax year, a total
difference of R1 100.

‘This amount to be paid
in is based on the as-
sumption that the cou-
ple’s respective
employers have deducted
the required PAYE.’

A married couple with
a combined income of
R80 000 a year — husband
and wife both_earning
R40 000 — would.have to
pay R31042; but'if their

- combined earnings were

taxed separately they

would pay R5 726 less.

At the end of the year
the married couple would ,
also have to pay in a fur-
ther R12 218 showing a to-
tal difference of nearly
R18 000.

Proportion

The amount which had
to be paid in at the end of
the year also depended
upon what proportion
each partner earned.

A married couple who
also earned R80000 an-
nually, but with the hus-
band earning R60 000 and
the wife R20000, would

Mr Stretch.

‘Many women find that
on marriage they might
actually lose their jobs or
lose some of the benefits,,
they previously received
from their employers.’

A teacher, for example,
might find once she was
married that she was no
longer regarded as a full-
time employee.

‘In addition she might
have had a housing subsi-
dy before marriage, but
on marriage this falls
away as she'is no longer
regarded as the
breadwinner.”

pay at the end of the year i

only about half that paid
by a couple whose ’in-*
comes were exactly the
same.

‘The penalisation of
married couples doesn’t
stop with the additional |
tax they have to pay,’ said ||

year — could be ‘offset.by

Ry
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A SYSTEM: which tended

to encourdge people to di-

vorce_gor 1ax reasons was
0

‘Mot undesirable’ and it
Wa ‘eltable that im-
portant social principles

coiild. be overridden by
the Government for finan-
cial reasons, the execu-
tive dxrector of the Natal
Chamber-of Industries,
Mr Roland: Freakes, said

H acting to a re-
poTtiin it 1e;Mercury in
w’hlphersLJ oyee: Atkin-
son of the. Durban branch
he il

S

Mo
=:taxés sl am%zd

Southern Afri¢a reported
a steady streani:‘of tele-
phone calls ‘and: letters
last month from"women
attacking the“joint tax-
ation system and - wanting
to know if dlvorce was a
‘good idea’.

‘It seems,’, said Mr

Freakes, ‘that the Govern-
ment rejects, the prinei-
ple of separate taxation
on the grounds that it wili
lose revenue,

‘One can only regret
that an important i princi-
pleis overridden by pure-
ly financial consrdera-
tions.’ s

And with reports ot' tax
collectlons ‘this_year. al-
ready in, ad\{anc
jegtions) ! ‘perhap
time the Governmeﬂ
another look at this' is-
sue’, he said.

He sald the chamber

had criticised Jorht tax-'

ation for‘a long' trme and
a system which tefidéd to
encourage people, o he-
come divorced and-then
get taxed ‘S€parately
could -only be deseribed
as ‘most undesirable’,

Querles
But “f;’opes by workmg

marrie coliples for an
early T .0f j

r.unfounded
until ‘affer the *presenta-
tion of the Margo ‘Com:
mission’s firia] rep6rf on
taxesin.J une next year.

+A, Ministry of ‘Finarice
spokesman said that ‘be-

caus minister fe-
ce gqueries and
u ns >about this sub-

qu

jeet’ ’he “had® called for
‘further”information’ on
joint taxation before re-
cent National Party cong-
resses- .

pokesman sard 1t
was unlrkely the minister,
Mr Barend du Pless:s
would-make any state-
ment onpossible changes

to the- system until the -

nal report was presented

‘Mr Ken Hobson,” chlef
executive of the Durban
Metropolitan Chamber:of
Comimierce, said-the
chamber supported tdh
prmcrple_of separate tdx-
ation”but believed- that
suchi, ta atwn shoul b

as opposed ‘to
earned -income, .




- By Stuart Flitton,
Municipal Reporter

Wide-ranging taxes to fi-
nance regional services
councils (RSCs) and the
technical aspects of the
administering of “own af-
fairs”, were two of the
important points raised
at the Trangvaal Munici-
pal Association congress
in Kierksdorp this week.
Mr Eddie Dednam,
Director-General of Pub-
lic Finances, said state
services provided by cen-
tral, regional and local
government. should be in-
cluded in the proposed
RSCs’ sources of revenue,
which would partly come
from taxes on services.
Mr A Cornelissen,
director-gengéral (Admin-
istration Houge
bly), said Jgéal govern-
ment would be transfered
from Provincial Admini

TMA
‘own"

discus

51 Wﬁ
ses

iffairs\o

own affairs ministers be-
fore giving rulings con-
cerning local authorities,

Mr Olaus van Zyl, im-
mediate past president of
the TMA, said an impor-
tant part of the congress
was the explanation of
the distinction between
the running of own and
general affairs.

He said it had not been
generally expected that
all state services would
be taxed to finance RSCs.

“Now that Mr Dednam
has said service taxes
would probably be % per-
cent and turnover taxes
% percent, individual bu-
siness people will be able
to do a few calculations
as to how much they will
be paying,” Mr van Zyl
said,

Mr Francois Ober-
holzer, chairman of the
Johannesburg City Coun-
cil t i

trations to Ministers of
the Ministers’ Council;
He said in the mean-
time, from a date this
year still to be an-
nounced, the Administra-
tors would consult with

tee, said it had been a
surprise that mines,
which were already high-
ly taxed, might be taxed
to finance RSCs.

“The upgrading of ser
vices will cost millions of

rands throughout the
country. Local authori-
ties will have to make
their contributions and
this will affect the indi-
vidual ratepayer.

“The needs among
emerging (black, col-
oured and Indian) local
authorities are so great
that ours pale into insig-
nificance,” Mr Ober-
holzer said.

He said the collection
and distribution of money
by RSCs would prove the
sincerity of white local
authorities to do some-
thing for their neigh-
bours.

Mr Oberholzer said
reasonable people would
not object to help finane-
ing RSCs,

“The causes of unrest
are not so much political
as economic,” he said.

Mr Allan Barrable,
chairman of the Benoni
Town Council manage-
ment committee, said he
believed the Government
would relax some taxes
when the new RSC-fund-
ing taxes came into ef-
fect.
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' mines’ p
SOARING profits by several
South African gold mines were
whittled away by a leap in tay.
ation in the Sepremper quarter.

Three major mines today re-
ported a big jump in the price
they received for their gold sales
— Up from around R1g 000 a k
tiree months 480 10 as much as
R20 400 a kg,
® Just over Reg million was paid
out by Hartebeestfomein, a 44
percent jump on the R47 million
paid in the Jupe quarter.

Working profit from golg,
uraniam and other income rose
to R106 million from RS0 million.
But after the State taking its
haul, earnings dipped by 15- per-
cent to R33 million from
R38 million.
® Another giant mine, Randfon-
tein, saw its tax bill recket by 88
percent to R33 million after
R17,6 million ip the previous
quarter.

Gold revenue rose to R162 mijl-
lion from Ris million but pet
profit was 17 percent lower at
R64,7 milliop (R77,7 million).
® Western Areas reported a
R12,6 million gold profit after a

2 million Joss ip the June
Quarter. So more thap R6 million
went in tax, compared to a
R440 000 credit previously.

Net profit of R12,8 million,
however, was two and a half
times higher thap the June profit
of R4,9 million,

Both Randfontein and Western
Areas say they have entered into
forward contracts for part of
their future gold ang uranium
revenue,

The latter says a “significanf”
part of its gold production is ip-
volved and it hopes to stabilise
revenue and reduce the compa-
ny's vulnerability to operating
0sses
@ Loraine angd Hartebeestfontein
are also going for hedging deals,
Loraine says it has soig part of
its production for as much as

4265 a kg in September next
year.
® Investec Bank apg Metboard

ave merged to form a new in-
vestment banking grotp with a
Inarket capitalisation of
R100 million

The new Bapk Controlling
Company (BCC) will seek a JSE
listing early next year ang about
40 percent of the shares will be
offered to institutions and the
public.
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Municipal Reporter

THE government’s new
Regional Services Coun-
cil (RSC) system for local
government should be fi-
nanced by a “visible”
surcharge on GST, ac-
cording to ihe Cape
Town Chamber of Com-
merce.

The chamber has re-
jected the government’s
plan to fund the new sys-
tem by imposing two new
taxes on businesses — a
regional services levy or
payroll tax, and a region-
al establishment levy or
turnover tax.

An editorial in the
chamber’s latest Weekly
Bulletin says that in the
current economic cli-
mate, “any form of addi-
tional taxation of the
business community
must be avoided at all
xosts”.
¥ Taxing a company on
.its wage bill “would ex-
acerbate an already se-
vere unemployment
problem” and ‘“made
little sense” at a time
when the government
was having to raise
emergency funds to cre-
ate jobs.

The chamber objects
to the turnover tax,
which is calculated on
GST collected by traders
and on floor-space occu-
pied by non-traders. be-
cause of the difficulty in
iensuring that both

classes of businessmen
wili make an equal con-
tribitign.

‘The application of the
_taxes to all levels of pro-
" duction and distribution
would have a “cascade
effect”, with tax being
payed on tax.

The collection of taxes -
sata local level would re-.

sult in a “proliferation
of taxing authorities”,
Ewhich would increase
{the cost of collecting the
taxes.

. ‘The “best solution” to
:financing the new sys-
tem “wpuld be to broad-
en the ‘base of the GST",
‘the chamber says.




PRETQRIA. — Certain
taxpayers over the age of
65 will no longer have to
Pay a portion of their tax
'as provisional tax, the
Minister of Finance, Mr
Barend du Plessis, an-
nounéed yesterday.
He said in a statement
that a system would be
introduced in February
whereby people over 65
would not be obliged to
bay. provisional fax if
- their total taxable in-
come for the year of as-
| seSsment did not exceed
R20000-.and consisted
"only 'of investment in-
come, ‘salary and pen-
sion, " ! .. .

- Provisional tax was |
sometimes’ regarded as
an’additional levy and
elderly: peoplé .ofte
made -“unwise’ i .
ments in tax-free instri:
:ments to prevent their
registration as.proyi-
sional .taxpayers”, -the
statement said. -

The coneession would
not, apply wherer The |
taxpayer is a director;of ]
a private company or'

Tax "concessions tp*
ome people over 65’

closed corporation; the
;axpayer derives income
rom carrying on any un-
dertaking; or the taxpay-
er derives income other-
wise than by way of
remuneration as an em-

.bloyee, any pension or

annuity, dividends on
shares in-a company or
building society or rent-
als from the letting"of
fixed or other Dropgrty.:
— Sapa B




levies .

More than I million tax-
bayers stand in line to
share in'a R6gg million
cash bonanza from the
taxman in thefnext few
months, Zolib}8S”
Thet pay‘'o ! j

amount collecfed
Minister of Finangeui]:
the 1978/79 tax” year
through a 10 percen Toan
leyy Which was imposed
with dssurances. that an
would be' refiaid within
seven years,

The Feépayment dead-
line expires on February
28, but already the De.
partment of Injapd Reve-
Rue is on standby for the
green light from My
Barend du Plessis to.
Start computer printoutsy
of cheques that will be
Posted to taxpayers, '

Officials doubt that
cheques will go out iy |
time for Christmas shop- ‘
aulllg btut tbe]ieve the cashity

il start flowing in the
New Year, 8 i e

a

most. from the bonanza.
About: 53:000 of them
share ‘R425 million-in

" The size of the pay

will
1 -the

company tax — R315'm
lion in levies, plus inter-
est fixed at 5 percent a
year. L

But more than 1 320 000
individual taxpayers will
also be™ “itssharing over
R15 s4sl - that’ was

will depend on, the size of
their taxable income in
1978/79. The average‘che-
que will be about R160,,
-counting -all wage-bracks
-ets,sbut top

b2 ex

-rands.
' MORE PAYMENTS
The 282000 taxpayers
earning between: R1 000
and R2000 a onth will
share :about “R95 million
+:an average of R337
each. - .
| -Economists  are not
‘ruling out the -possibility
that the Minister of Fi--
npance :may follow
through next year with
the early repayment of
the R157,6 million thatin
dividual taxpayers forked
‘out in loan levies:in
1979/80. o
That depends on his
strategy in setting about,
trying to refloat the econ-’
‘omy with'a mild stimul;

‘ing. He has already!
dropped hints he may
ease the overall tax bp-
den in1he next Budget;: -




‘ ) . NATIONAL/INTERNATIONAL

,relief in next bud

e — K

'‘axpayers ‘can expect

" ably stimulatory approach”.

PRETORIA. ="Tndividual
taxpayers can expect lower
direct taxes in the next
Budget, says the senior dep-
uty-governor of the Reserve
Bank, Dr Japie Jacobs.

He could also foresee further
cuts in the Reserve Bank’s
prime overdraft rate and was
confident about rescheduling
foreign debt.

“The tax burden and distri-
bution rests too much on the
individual and the Budget may
be aimed at spreading the bur-
den,” he added.

R500-m scheme

Speaking at the launch of a
townhouse complex in Lynn-
wood Manor, Dr Jacobs said
said the idea behind the seven
percent cut in the Reserve
Bank’s prime overdraft rate,
the surcharge on imports and
the R500-million programme to
create jobs was to gradually
stimulate the economy.

Exports were rising marked-
ly and were “expansionary”. He
could therefore foresee a Bud-
get which adopted a “remark-

® Reform not cheap, says PFP
— Page 19 ,
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FRINGE BENEFITS

Sir — Four years ago MPs were placed on a
car-purchasing scheme by government. In
terms of the scheme an MP could borrow up
to the retail price of an Audi 100 at 8% a
year interest. He had to repay this loan over
48 months. At the same time he was given a
car allowance which covered his monthly
repayment with something over to pay for
petrol. I had no wish to borrow money from
government so purchased my own car and
was paid the full allowance which has been
R473 a month. The 48 months expired at the
end of October and a new scheme applies
from this month.

The new scheme allows an MP to buy a
car and borrow up to R25 000 at 18% inter-
- est. He will be paid R922 a month allowance

whether he buys a car for R10000 or

R25000. If he does not buy a car but keeps

his old one, his allowance is only R168 a

month. In my case, my car was bought in
- February of this year so I am forced to
change it. What is more, if I pay for the car
myself I no longer get the allowance in full,
Jjust the R168 a month. I am therefore forced
to borrow the money from government and
every other white MP is currently in the
same position. Thus if every one borrows the
maximum, some R4,5m of taxpa yers’ money
will be paid out.

Why should the payment of a car
allowance be dependant on borrowing mon-
ey? I certainly use my car extensively for my
parliamentary duties. MPs with large coun-
try constituencies do up to 25 000 km a year
in this way so an allowance is fair but the
workings of the mind that relates thus to
borrowing money is beyond me,

What is more, I understand that this
scheme is based on a scheme given to civil
servants,

Makes you think doesn’t it?
John Mal MP, Port EIi.
tral.

beth, Cen-

John Malcomess will probably be pilloried
for exposing this cosy little scheme. Are
there others?

He is to be commended for doing so, not
only because he may well risk the annoyance
of his caucus colleagues, but he confirms
what many people outside the circle of light
of the public sector have been suspecting for
some time, that eight months after the imple-
mentation of fringe benefits taxation, the
promised principle of equality of misery un-
der the country’s tax laws is pure cant.

As John Malcomess's letter shows, the
new parliamentary car scheme virtually
forces white MPs to buy a new car. The
scheme pays an MP R922/month regardless
of the value of the vehicle purchased. But it
penalises the individual who does not utilise
the scheme.

R e

N
A very private arrangement

In both private and public sectors alike,
employees believe the grass is greener on
the other side of the perks tax fence.
Nothing is done for this perception of
inequality by the adoption, for privileged
public sector employee classes, of one-
off ad hoc perks schemes.

This scheme highlights the dubious nature
of Finance Minister Barend du Plessis’ un-
dertaking he made to the FM last year: that

Margo Commission and members of the
public are free to make representations.”
This has become the pat reply of politicians
and bureaucrats to any criticism of anoma-
lies in the tax system.

Was Margo consulted?

This strikes us as odd. For in the eight
months since the Budget there have been
numerous examples of fiscal fiat without
deferring to the sensibilities of the Margo
Commission. Was Judge Margo consulted
about the 10% imports surcharge, or the
relief granted to over-65 taxpayers, or higher

“perks tax would be impl d with
equality.” Where did it originate? We
should be told, or people will believe this is
yet another case of the authorities” swash-
bucking attitude to the tax system.

Carl Schweppenhauser, Commissioner for
Inland Revenue, questioned about the MPs’
car scheme, tells the FM that; “The whole
question of the taxation of fringe benefits
forms part of the terms of reference of the

John Malcomess . . . questions MPs’

duties on high-tech goods? Was
Judge Margo consulted about the revenue
effect of recent heavy fuel price increases —
gst plus customs duty? Was Judge Margo
consulted about ad hoc additions to public
sector spending estimates contained in de-
pression relief schemes, totalling about
R500m?

The car scheme for white MPs serves as a
striking illustration of how perks tax can be
manipulated to the benefit of the public
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sector. A four-year car scheme for MPs
expired in October 1985. In terms of this, the
MP was given a loan up to the value of an
Audi 100 motor vehicle, to be repaid over 48
months at 8% interest. The white MPs’ car
allowance under this scheme was
R473/month.

The new scheme applies to a loan up to the
value of R25 000, to be repaid at 18% inter-
est (equal to the “official rate”). The month-
ly car allowance, regardless of the value of
the car actually purchased, is R922/month.
The MP is effectively forced to buy a car
under this scheme: if a new car is not pur-
chased the allowance is only R168/month.

Should all white MPs contract the maxi-
mum loan amount, some R4,5m of taxpay-
ers’ money is used. The total amount across
the public sector could be significant as the
FM understands that the MP car scheme is
based on a scheme available to certain public
servants.

Since the loan of R25000 is charged
at the official rate of 18% it will not fall for
taxation in terms of perks tax. Taxation of
the monthly car allowance, Schweppen-
hauser assures the FM, is identical “to simi-
lar schemes in the private sector.” The one
difficulty of the MP scheme is that, depend-
ing on the value of the vehicle purchased, the

Y

allow: tould be deemed to be
excessive.
Other perks tax areas have ap-
parently developed to favour the
p public sector. For
housing benefits
underwritten by em-
ployers, the seven-
year phasing-out con-
cession, which taxes
only 10% of the tax-
able benefit this year,
is available only to
some taxpayers. It is
clearly available to
the public sector as a
whole, and to parasta-
tal employees, but has
only limited applica-
tion in the private sec-
tor.

In essence, to quali-
fy for the benefit by
being “approved,” the scheme must h-ve
been in existence before March 1984, Be-
cause of the uncertainties in perks tax law
before then, most private sector companies
did not have schemes and were penalised for
waiting for clarification of the law.

Schweppenhauser says 700 privately ad-
ministered schemes have been approved to
date, a poor percentage of SA’s 170 000
registered companies. He nevertheless says
that the housing phasing-in concession “is
enjoyed by a considerable number of private
sector employees.”

He argues that the benefits under the civil
service scheme are “modest” compared with
those under many private schemes. An ex-
ample he gives is the maximum loan subsi-
dised under the civil service scheme of
R50 000, applicable to all staff categories.

During this year, a number of ad hoc tax
exemptions have been handed out to certain
members of the public service. From the
timing and nature of the announcements it
can be construed that the benefits are de-
signed for the appearance of being tailored
for specific circumstances rather than part of
a general policy.

Tudges, for example, are exempted from
tax on an allowance of R3 000/year and the
State President is exempted from tax on all

¥ ] i

remuneration.

Schweppenhauser argues that the tax laws
governing travel benefits, houses and cars do
not discriminate between the sectors. On the
question of travel benefits, the law gives
special treatment to travel facilities granted
to an employee, his spouse or minor child by
an employer who is engaged in the business
of conveying passengers for reward by land,
sea or air. Sats is a prime example.

Kessel Feinstein’s Raymond Fine notes
that phasing-in provisions apply to the tax-
able portion of any travel allowance given to
a holder of public office. However, private
sector employees do not qualify for a phas-
ing-in concession on a portion of a travelling
allowance if the commissioner says the
allowance is excessive in relation to 1985.

Furthermore, holders of public office are
exempt from tax on R2 500 of allowances or
5% on remuneration for certain designated
outlays. Schweppenhauser comments: “This
is not an exemption as the provision relates to
expenditure on hospitality, that is, entertain-
ment expenses, and the expenditure must be
incurred.”

“The provision is the counterpart of a
similar provision applicable only to the pri-
vate sector.” Here Fine notes that holders of
public office are also exempt from tax on any
allowance given to defray expenditure in-
curred “for purpose of their office.”

Ernst & Whinney’s Chris Hassall, like [
Fine, says that, by and large the perks tax
law has done much to iron out inequities
between the sectors. There is some balance
between the special benefits available to the
public sector, for example, and the some-
times large private sector housing benefits.

Hassall says the biggest inequity remain-
ing is the difference between private and
public sector retirement benefits. The maxi-
mum tax-free lump sum in the private sector
is R80 000 or R3 000 multiplied by the num-
ber of years the retiring employee was a
member of the fund.

In the public sector a retirement lump-
sum payment is totally tax-free regardless of
the amount. This fact is not generally known
to the public but should be brought to its
attention because of the large amounts of
money involved. It is not unusual for a retir-
ing public sector employee to be paid
R100 000-R200 000 tax-free. Private sector
contributions to funds by both employee and
employer are subject to limits. In the public
sector both amounts are unlimited, so it is
unwise for an employee not to load contribu-
tions as retirement approaches.

No tax system is perfect and injustices and
anomalies in tax law are as inevitable as
taxation itself. The difficulty is that tax is
now part of the fabric of modern society and
is perceived almost in as many different ways
as there are members of society.

In 2 country where the enfranchised mi-
nority pays the vast majority of taxes the
sovereign power remains with the electorate.
To that extent the burden on Pretoria for
administration of a tax system that treats all
alike is prescriptive. n
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Speaking to lead-
ing businessmen,
bankers, and civil
servants at -a- recep-
tion by the Commis-
sion for Adminis-
tration, Mr Botha
announced that the
repayment of the
1979 loan levy would
be advanced from
February, 1986, to
December this year
to improve cash flow

Or companies and
individuals,

An amount of
R216 miltion, including
interest and capital,
would be paid to indi.
viduals and R432 mjl.
lion to companies,

In addition, the Presi-
dent said, the official in-
terest rate used for the
Quantification of specific
fringe benefits would be
decreased from 1§ per-
cent t6°15 percent with ef.
fect from December 1,
decreasing the tax bur-

JOHANNESBURG
R600 million Christ
companies last night,

—President lidtha revealed plans for a
mas bonus for millions of taxpayers and

Mercury Correspondent
ssEEE———

den on people who re-
“ceived lgans. from
employers at less than 18
percent,

The 7 percent levy on
income tax would also be
discontinued from March

, next year, decreasing
the maximum tax rate to
50 percent and costing
the Government R500
million,

Ideas

Mr Botha asked for
ideas from the business
community on the Goy-
érnment’s privatisation
programme, calling on
leaders to talk on the
matter to the Minister for
Administration and Eeo-
nomic Advisory Services,

The President sajg
there appeared to be an
opinion that the present
low rand-dollar exchange
rate could he judged in-
dependently from other
financial variables, and

i

that it ‘primarily resulted
om recent -socio-poli
cal developments in A
South Africa’, ;

‘Too many of us are at
present suffering from a
bad attack of economic 4
pessimism representing a 1
mistaken interpretation
.of our present situation.’

What South Afrieca,
needed, he said, was ‘a 2
healthy dose of realistic p
expectation in view of the b4
undeniable strength and
potential of the economy’

‘We are now reaping
the benefits of sacrifices [
in the economic and |
financial field,’ Presiden
Botha said.

He assured the busi- §
nessmen and bankers

- that the Government was
‘particularly mindful to
see that the excessive de- &
mand, with the conse- )
quent adverse effect on %
inflation, will not develop )
again’, o

4
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relief package

The State President has announced a series of measures to bring relief to the economy. Sapa reports from Johannesburg

THE State President, Mr PW
Botha, has announced a pack-
age of financial measures to
bring relief to the economy.

They include:

@ The scrapping of the seven
percent levy on income tax
from March 1 and the lowering
of the maximum income tax
rate to 50 percent;

@ Reduction of the interest
rate at which fringe benefit
taxation is calculated on cer-
tain loans received from em-
ployers, and on certain other
benefits, from 18 percent to 15
percent;

® An early repayment of the
1979 loan levy.

Addressing the Commission
for Administration, Mr Botha
said the 1979 loan levy would
be repaid in December this
year, instead of February 1986.

This would involve a cash in-
jection of R648 million into the
economy.

He said the repayment con-
sisted of R216 million in inter-

est and capital to individuals
and R432 million to companies.

He said the adjustment of
the interest rate for calculation
of fringe benefits would benefit
homeowners and participants
in schemes aimed at encourag-
ing investment in shares.

Mr Botha said the reduction
was in line with undertakings
the government had made
when it had imposed fringe
benefit tax. The step had heen
taken in the light of the fall in
interest rates.

The State President said the
seven percent levy on income
tax would be scrapped from
March 1 next year, involving a
loss in income of R500 million
for the government in the next
tax year.

This would have the effect of
bringing the maximum income
tax rate down to 50 percent.
Mr Botha said this step had
also been taken in terms of a
government undertaking.

“We are now reaping the
fruits of sacrifices in the eco-

nomic and financial terrain,”
Mr Botha said.

He gave assurances that the
government keeps a diligent
eye on financial developments.

“We are especially taking
care to prevent a repeat of ex-
cessive demand with its result-
ing negative influence on infla-
tion,” the President said.

Mr Botha said the govern-
ment was aware of the heavy
taxation burden on the public.

The Margo commission on
tax structure had made good
progress and the government
was continually investigating
ways of introducing taxation
relief within the limits of eco-
nomic change.

“It is already known that the
government, on reaching cer-
tain monetary and fiscal goals
at the end of July this year,
adopted a course of moderate
stimulation of the economy.

“Because fiscal measures
can only be adopted with the
approval of Parliament, the

government’s room for man-
ouevre is limited.

“Against this background,
however, I am pleased to an-
nounce that my colleague, the
Minister of Finance, is consid-
ering certain steps that will
bring a measure of relief,” Mr
Botha said.

' He went on to announce the
package of taxation relief
measures.

Earlier, Mr Botha countered
criticism of “unrealistic” bu-
reaucratic growth and state-
ments that the low rand ex-
change rate resulted mainly
from socio-political develop-
ments.

The State President said em-
ployment in central govern-
ment and provincial adminis-
trations had grown by 1,6
percent over the 21 months
since June 1983.

The figures included a 14
percent growth in the number
of black teachers, as well as a
9,5 percent and a 64 percent
increase in the numbers of col-

oured and Indian teachers
respectively.

“Against this background, it
is clear that the accusations of
a growing bureaucracy do not
match up to the facts.

“Where there has been
growth, it has taken place in
key services providing develop-
ment services to South Africa.”

On the exchange rate, Mr
Botha said it was well known
that, over a number of years,
adverse local and international
circumstances had inhibited
the growth potential of the
economy.

This had resulted in, among
other developments, the steep
fall in the rand’s value, and a
“yulnerable” position in foreign
reserves and in the current ac-
count of the balance of pay-
ments.

The rand had fallen from a
peak of 1,36 dollars in January
1981 to 42 cents in January this
year.

“This was a gradual depreci-
ation of 94 American cenis
over a period of four years. To-

day, the value of the rand fiuc-
tuates between 37 and 39
American cents, which is only
marginally less than the 42
American cents of January this
year.

“I therefore trust that the of-
ten emotional debate about the
rand/dollar exchange rate will
henceforth be conducted on the
basis of all relevant facts and
in their true perspective.

“I am confident that, like so
often in history, times of eco-
nomic hardship will provide
the opportunity for initiative
and creativity,” Mr Botha said.

Too many people were suf-
fering from a “bad attack of
economic pessimism,” he
added.

This was a mistaken infer-
pretation of the preseni eco-
nomic situation and was “un-
healthy” for an economic
revival.

“What we all now need in-
stead, is a healthy dose of real-
istic expectations in view of
the undeniable strength and the
potential of our economy,” he
said.

.




,-“If the ‘economic Telief is coupled with fan-
gible progress:on-the political reform front,
the opinion is that South Africa’s overall po-
sition could show dramatic improvement in
1986. .

Right thing to do

Mr Rudolf Gouws, senior economist at
Nedbank, said he was glad about the an-
‘nouncement. “It is the right thing to do at
this moment, although it does make it even
‘| more imperative that the Government con-
tain its expenditure. If we couple the an-
nouncement with positive political news then
I think it could help to turn the national
mood,” he said.

Mr Andre Hamersma of Standard Bank
said that while the measures did not amount
to much it was nice to hear a positive an-
nouncement -for a change. The package in-
créased the risk of high inflation, but it also
gave the country a much-needed psychologi-
cal boost. ’ :

Mr Cliris Ball, managing director of Bar- *
clays National Bank, said: “The tax mea-
sures will certainly help to relieve the findii-
cial pressures on many families. They should
also help to restore confidence, which is low.
Now we need to see action to tackle our
problems ‘with the rand exchange rate and
high .inflation.”

Needs -shot in the arm
M

nrad:Strauss;. managing .director,.of .
ark; said: “The -economy- nee i

Mr ‘Harry Schwarz, Progressive Federal
arty “spokesman on finance, said- the tax
Surcharge concession was obviously being--
announced now in an attempt to create a
more optimistic attitude among businessmen
for next year. v
Mr Botha announced the package when he

he ‘arm, and this will help provide {|

addressed business leadersifrom: both the
private and public sectors at d special recep-

tion given by the Commission emssmm——

for Administration.

The repayment of the 1979
loan levy has been brought for-
ward from next February to
next month, meaning the early

.sem ezuRUOq
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pay-out of R216-million to indi-
vidual taxpayers and R432-mil-
lion to companies.

The 7 percent tax levy will
be axed on March 1, leaving
about R500-million more cash
in the pockets of taxpayers in
the 1986/87 tax year and bring-
ing the top marginal rate back
to 50 percent.

The official inferest rate peg
that determines the level of
perks tax will be lowered from
18 percent to 15 percent from
December 1, chopping the tax
rate on fringe benefits.

December 14

About 1,5-million taxpayers
can expect the postman to de-
liver cheques from the Depart-
ment of Inland Revenue by De-
cember 14.

@ The loan levy repayments
will range from around R60 to
more than R1 000, depending
on 1979 incomes, The Argus Fi-
nancial Editor writes.

Mr David Clegg, of the ac-
counting firm Arthur Young,
estimates the approximate re-
payments, excluding interest,
for the different 1979 income
groups will be: R5 000 — R40;
R8 000 — R90; R13 000 — R220;
R20 000 — R450; R25 000 —
R700; and R30 000 — R1 000.

@ See Page 15,
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Trade unionists =

zo!e’;’/‘éﬁ f

' glum over ‘relielT

Labour Reporier
TRADE unpionists are 1ess
inan euphoric about the eco-
nomic relie! package an-
nounced by Presiden: P W
Botha this week

None of tne measures would
have any signincanee for work-
ers at the lower end of the ece-
nomic scale who were alreads
tne haraesi pressed by wfaton
ang the gepresseo state of the
economs;. tney Sac

Repayment of tne Joan fevy
would not afiect blacks as thev
ha¢ no: paid 1t the scrapping
of the seven percer: ievy on Ip-
come tax next year would ber-
efit only those pavibp SIEnLL-
cant taxes and the watering-
down of fringe benefits taz
helpec only those receving
fringe benefits

Hardest hit

“I1 seems the sieps have
been taken to placate business:
men but dc not.take Inte ac-
count the needs of the workers
whe have peep nardest hit by
the recession = saic Mr Jar
Theror, genera: secretery O
the Fooa and (anning worker:
Union.

Mrs Dulcie Hartwell, general
secretarv of the National
Union of Distribuuve Workers,
said the loan levy repayments
were of little value to lower-
paid workers.

“What they will get back,
even with interest, will be
worth less than what they gave

¢ 1976 and because they are s¢
padiy paid thewr repavments,
will be minuscule anywav.’ she '
said !
«Tpe only benefit they'll get
is that the repavments “will be |
worth more now than they
would nave been in Fepruary ;
next year’ i

Mrs Florence de Villers. of |
the Domestic Workers' Assoc:
apor,. said she hoped employ-,
ers woulc not be selfish “witt
what ther received and re-
membered the plignt of people
whe worked 1 their homes anc
heipea maintain tpeir siangare
of 1IVIng

“inflation hits the lowes:-
paid workers most and toey
have also been mii wilh ir-
creased Transport costs remts
ang schoo! fees

“Wye would welcome il if en:-
plovers passec SOme of thest
benefits on to their empioy-
ees.” she said.

Buying power

A Labour and Development
Researct, Unit spokesmar Sall
he couic se¢ nOLMDE o benami !
for WOTKers In the reile] Dace
age.

“Workers buying power has
been falling guite dramaucalls
in past months and this will do
nothing to heip them. Aparl
from the mneworkers. don't
Knew 0 oh¢ wage settiement
ir the past five months which
has kepl pace with the rate of
inflation.” he said

. h A A
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GST should have=
OYFPE7rM )  Staff Reporters 2/, 0ﬁ

A SIGNIFICANT omission from the State Presi-
dent’s package of financial measures to bring relief
. to the economy was 2 reduction in general sales tax,
the PFP’s spokesman on finance, Mr Harry Schwarz,
said yesterday.

He said a reduction in GST “would have helped
all income groups and would have been something
which the public would have welcomed”.

The injection of the loan levy funds into the pre-
Christmas trade “demonstrates the worry of the | i
government about the effect of its past policies
which have contributed to the high level of unem-
ployment and as such towards the unrest situation”.

The reduction of the fringe benefits interest rate
had been expected in view of the drop in the level of
other interest rates and was not likely to have a
great impact, Mr Schwarz said, .

Mr J R Wilson, president of the South African
Federated Chamber of Industries (FCI), said that | ;
against the background of the low levels of confi-
dence in industry, Mr Botha’s announcement was | !
most welcome. o

«7t should make a substantial contribution to-
wards ¢reating a climate of greater optimism in the

country. The FCI remains convinced that any policy
package aimed at promoting more rapid growth will
have to go hand-in-hand with greater progress in
generating concrete results on the political front.”

Mr Andrew Peile, president of Cape Town Cham-.
ber of Cdmmerce, said the:repeal of the 7 percent
levy oni income tax from March 1 was a'very jmpor-

i ineasure. .
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Water, electricity cheaper for local authorities

By Michael Ti:isong

The new Regional- Services
Councils (RSCs) would be funded
by a services levy on salaries
and wages paid by employers
within 5 -egion. the Deputy
Director-Generat of the Depart-
mert of Consututional Develop-
Tent and Planmng, Mr Pieter
Oelofsen, said yesterday.

Mr OQeiofsen told the founding
conference for the Urban Trea-
surers’ Association (UTA) in
<andhurst that additionai funas
wouid come frcm a “regtonal
sstaplishment ievy on business
and industrial concerns based
m the sale of goods on which
sales tax 1 payable”.

“Central Government is the
st emptoyer 1 the country

i :herefore make tne big-
4est oontribuiien o the income
of the RSCs,” he said.

The conference, which was
sponsored by the muitinational
American computer corporauon
NCR. was attended hy township
mavors. counciilors and town
-ceasurers irom olack town
counciis around the country.

PENALTIES -

Mr Qelofsen said the: RSCs
woutd also derive their income
from ievies: for services to local

e

Juthorities. penalties payable

:or oifences in terms of the Re- Creaﬁ@n @i‘ SA ?ﬁ}“‘
M-Net; South Africa’s first indepen-" tially presentmgf 40 hours. — and}?
later 65- hours:—

channel; held a floor-wetting party. programmes aweek: -
To receive: the exclusive: service,

gional Services Councils Act and
loans:+

He said the RSCs would pro-
vide servxces such as. water and
jtyito jocal authorities at
alé becau agre

dent; all-entertainment, - pay-TV .

lastnight at the site of its new head-
qu; - Randburgs -
: of

ties; community. counci

Film-maker Jamla Uys was the master of
of M-Net's new headquarters in &

management ecmmxttees.

“The’ nunibér:
local’ authority repteseﬁf
an RSE will be calculatedzoma |*
tnanciat basis, depending oRitg. | .. Polr,.e said Mr Basson was at:

refative’contribution 19 the total taCEe : hy faur 'nen on hls,(way
 10COMmE ,haRhC

(M-Netk:

; e :
ceramonies ot the floor-wetting

s corn
al and:,rocals Spo;
gertsanttehxl&reng [

The company launching th
service; Electronic Media’ Netiwor!

undburg

service

. of entertainment jz

pecxal decuder.

swas seb up by six newspa:f
ers, . -

ot g e

P . «..~.~J;§ % ":"5(‘;?@ -
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GOOD news this week from
the State President, with his
announcement of early repay-
ment of the 1979 loan levy, a
cut in the official rate used for
calculating tax liability of cer-
tain fringe benefits, and the
scrapping of the income tax
surcharge as from March 1.
The loan levy is a kind of
'y saving i d by
the Government in certain tax
years. We had one last year.

The Government takes the
money 4nd spends it — but it
is committed to repay taxpay-
ers within seven years.

The levy is expressed as a
percentage of income tax li-
ability for the year, though
sometimes those paying small
amounts of tax are exmpted.

The 1979 levy, for example,
was at 10 percent of income
tax liability that year.

A loan levy is an excellent
form of medium-term borrow-
ing from the Government’s
point of view, because it
forces taxpayers to accept a
rate of interest far below what
the Treasury would have to
pay if it borrowed equivalent
money on the free market.

When your 1979 loan levy is
repaid to you, the amount you
receive will include interest at

Tax conces
‘them with a

|
wft #GyS 23}2/&!3

T

5 percent a year.
If the Government had bor-
rowed that money on the capi-
tal market in 1979, it would
have had to pay nearer 9 per-
cent for seven-year money.

From your point of view,
the loan you were forced to
make has turned out to be a
dismal failure as an
“investment”,

Inflation has destroyed
more than three-fifths of the
purchasing power of your cap-
ital over the seven years, and
the tax-free interest you re-
ceive will only replace about
half your loss,

The reduction in the official
rate used to calculate the tax
value of certain perks from 18
to 15 percent is a small but
useful concession to any em-
ployee who has a “soft” or
Iow-interest loan from his
employer.

For example, if you are
paying interest at 10" percent
on such a loah, whereas you
have been taxed on the differ-
ence between 10 and 18 per-
cent — 8 percent — you will
now be taxed op the difference
between 10 iand 15 — 5
percent.

As the offiqial rate is al-
ways well below the rate you

S s TN QAT

sions:

Take

y have to pay as
fdRal to borrow, it is
tax-efficient to take as much
of your remuneration as you

“can in the form of interest

rate subsidy on soft loans.

This is especially true while
perks tax is still only be
phased in, as you will only be
taxed on a proportion of the
tax value, not the full differ-
ence between the rate you pay
and the official rate.

Note, however, that the pas-
ing-in advantage will not ap-
ply to new loan schemes or
where it is clear that you are
substituting an interest rate
subsidy for salary that you
would otherwise have
received.

The scrapping of the 7 per-
cent income tax surcharge as
from March 1 will have the
important effect of bringing
down the maximum marginal
rate of tax to 50 percent.

There is some evidence that
50 percent is a psychologically
important level which, once
breached, produces great emo-
tional resistance among tax-
payers, who resent giving
more than half their addition-
al  earnings to the
Government.

A maximum rate of more

Martin
Spring

than 50 percent drives them to
seek more leisure rather than
more intome, to become in-
creasingly dishonest in tax
matters, and to devote a large
amount of time to seeking le-
gal ways of avoiding tax — all
to the disadvantage of the
country and, ironically, reduc-
ing tax revenues.

There is mueh speculation
that the tax concessions an-
nounced by the State Presi-
dent will be followed by major
tax reforms in the Budget,
such as index-linking of tax
rates to prevent inflation’s
automnatically generating huge
extra amounts of money each
year for the Government to
spend; introduction of separate
taxation for married men and
women; and scrapping of es-
tate duties.

You would be advised to
take it all with a pinch of salt.

Government spending, al-
ready excessive, seems cer-
tain to go much higher next
year. If that is to be financed,
and major tax concessions are
to be made as well, where is
the extra money going to
come from ?

Out of higher taxes of other
kinds, unfortunately. .
® Martin Spring is editor of

personal Finance Newsletier. * .
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DEREK TOMMEY
Financial Editor

A major guestion 1z fmancial
and business circles where is
the Government to get the ey-
tra cast it needs to be able to
rediice personal income iaxes
in the next Budge: — as it ha:
hinted it will ac.

Commerce, industry and ag-
riculture are doing badly at the
moment and there seems littie
hope of squeezing additional
revenue trom them

However. there is one sector
which is enjoving record pro‘
its — the gold mining industry
— angd it seems increasingly
likely that the Government
could attempt o raise exira
revenue from it.

Mr Rob Lee cmief economist
at the Old Mutual, is one who
believes that the gold mining
industry could make a bigger
contribution to the exchequer.

He said today that in invest-
ment circles the liklihood of an
increase in mining taxation
hac been considered a possibil-
ity for some time.

“I think the Government
would like to give the tax-pay-
er a bigger tax cut than the ab-
olition of the 7 percent sur-
charge,” he said.

“The gold mines have re-
ceived a windfall from the rise
in the South African gold price.
which they have not fully
shared with the Government. It
would like more of it.””

Mr Louis Fourie, investment
manager at tne National Mutu-

al, said he thought the gol
mining mdustrv was being spe-
cially tavoured by tne curren.
mining tax struciure. and said
this was not 1L the country’s
interests

“The concessions afforded
the ndustry nad distorted the
economy and caused too much
of the countrv’s resources to be
devoled to goié mimmg.’™ he
said. “This had made South Af-
rica too dependent on gold
This emphasts on gold mining
had also contributed to infia-
tiorn

“The oniv benehciarles of the
higher gold price had been gold
mining shareholders.

“It is something that definite-
Iy must be addressed.” he said.
“But anv change in the basis of
muning tax wouic have to b
phased ir gragdually to avold
disruption,,”

Mr Fourie’s remarks come
at a time when the Govern-
ment is facing growing pres-
sure to reduce the South Afri-
can income tax rates which are
now among tne highest in the
world.

But to make the reductions
worthwhile it will have to go
much further than merely do-
ing away with the 7 percent
surcharge which has already
been announced

Income tax rates have not
been adjusted for inflation
since the 1970’s and, with infla-
tion still rising at 16 percent.
drastic cuts 1n the tax rates
would be necessary if the pub-
lic were to receive any benefit

But to cut personal income
tages significantiv the Govern-
ment would have to find reve-
nue from other sources. anc
the gold muning industry whick
has been enjoying record proi-
1ts recentlv would seem 2
prime 1arge:

Although the gold muning a3z
rate, after taking ntc accoun:
the 25 percent surcharge. ¢
around 70 perceni. guarieriy

- figures show that the average

rate for the mdustry 15 actualiy
.only about 40 percent

Heavy investment and capi-
tal allowances mainly accour:
for the difierence between the
7¢ percent an¢ 40 percent tax
rate.

It has been suggested that
changes snould be made ir the
way the mines ar¢ alioweg to
write off their capita: expend:
ture. A slower depreciaiion
rate would considerably in-
crease the mines taxable in-
comes and their tax payments.

1f the Government could in-
crease the tax rate actoaliv
paid from 40 percent to nearer
50 percen:. 1l wouid receive an
additional Ri billion a year 1n
tax revenues.

This would make it much
easier for the Government to
cut income taxes.

1t has also been argued that
at the country’s present state
of development, 1t would be
more beneficial to lower in
come taxes and stimulate stm-
ulate personal saving and con-
sumption than to further
extend the gold mining
inqustry

ottty
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Cape tedChers"paid,
CAPE teachers whose
withheld have been

e e e el

PR S T
No change'in
DESPITE a rand price of gold that is
likely ¢o continue at record levels next

November salaries were'

take legal action.

A spokesman for the 2 000-strong Weskera Caré.
Teachers’ Union said the unjdq instructed a orneys

paid, after they threa
A

year, total tax receipts from gold are not
expected to i

to increase.

ant at stockbrokers Geor,

e Huysamer

Partners, estimates that gold re-

and
cle:rts will be R3bn, rather than the offi-
¢

In fact, as a proportion of total state
::ifhc;ell)g f!:'h:lllfe °£;]]; teqol}le’zsm hose p.“{ell‘_?xm'f revenue, gold mine tax receipts will de- estimate of R2,44bn.

The teachers fnclu é the staff ofNHarold Cressy || cline. First-quarter 1986 tax receipts will
High School in Capé Town, about 2 $eachers at They now account for about 10% of show an increase on the corresponding
Cathkin Senior Secondary School in Heideveld anda || the RS0bn tax recelpts, but will probably ~period in 1085 because the tax surcharge
humber of teachers at’ Alexander Sinton Senior || be down to 85% next year. crease from 20% 0 25% was imposed

L-Secondary School in Athlone. — Sapa. _J Louis Geldenhuys, economic consult- at the end of March this year.

011528413 -
011 55-8540/1/2.
011706-7125 .+
011 787-5632
011 53-7935/6
011.945-1066
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BONN — Chancel- ' > h
lor Helmut Kohl's f )
overnment, buf- Lo

o
mtmgs,rf :ls made :
a powerful come- N
back in opinion "wai-d
polls as West Ger-  ®KOHL
many gears up for a year-long
election campaign.

An authoritative survey by ZDF
television this week sald Kohl's
Christian Democratic party (CDU)
had moved ahead of the opposition
Social Democrats (SPD) for the

eted over the past
year by scandals
and low popularity

first time in nine months and that
the Chancellor's personal appeal
was risin

But CDU officials seized on an-
other ontcome of the poll as even
more encouraging,

It indicated that optimism
about the country’s economic
prospects is sweeping the country
and fears about unemployment
are receding,

“The &oll reflects a substantial
shift in the mood of the population
towards ter confidence in the
future. That will work in the gov-
ernment’s favour and CAITy us
through the next election,” said a

Kohl’s standing in polls rises

senior aide to Kohl,

The ZDF poll said the CDU now
enjoyed 45% support compared
with only 40% to 42% in the sum-
mer, whfle the SPD had slum
from 47% to 44% in one month.

The apparent change of mood,

reflected in another poll pub-
lished yesterday, has dampened
spirits in the SPD as the party
repares to open its campaign for

e general election, scheduled for
February 1987,

Johannes Rau, the SPD's candi-
oLl n 3 sposy 1 o bl

es in a g e town o
%en on December 16,

ckaging manu-
facturers foresee “increases of
more than 10% in the prices of
printed matter and paperboard
Ppackaging early next year.
Commercial printing, newspa-
pers, books, magazines, cartons,
wrapping and printed stationery

D ack‘ﬁaﬁin&é M

sorkers in the industry are due to

are likely to succumnb to the infla-
tionary spiral, according to the SA
Bnntinﬁ and Allied Industries
Federation.

Across-the-board weekly wage
increases of R17,50 for skilled
workers and R12 for unskilled

come into effect from January 1,

Mondi Paper and Sappi Fine Pa- |:
pers recently increaseq the price ||
of fine T8 and Sappi has indj- ]
cated that the price of various |}

coated-paper grades will ghort]
increase by 11%;. ) v
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Short term

the bite

INFLATION and general sales tax
have had a big impact on the short-
term insurance industry, says San-
tam Insurance MD C J Oosthuizen.

And he expects premiums to be ad-
justed in March or April in an effort to
counteract these factors.

Qosthuizen says Santam paid out
R277m in claims, or about R1,1m every
working day, with the average claim
having increased by 20% during the year
to September 30.

“We think the inflation rate is about
16% a year, bt the inflation rate in the
motor industry, which accounts for 50%
or 60% of all claims, has been about 32%
over the past year.

“The other big area for claims is bur-
glary and theft of high-cost tradable
items such as video machines and hi-fi
equipment.

“In these instances there have been
substantia cost increases and, as a re-
sultrattricasure of under-insurance,

“Thenthere is the GST factor, the real

la‘é

of GS

ANDRE VAN 2YL

lmpact of which is not yet fully appreci-
ated.

.Ji

|

t

“The bulk of our claims for 1985 were .

not in the form of cash paid to the people
concerned, but cash paid for the replace-
ment of stolen items or repairs to motor
vehicles — hoth attracting 12% GST.

“Thus the R277m paid out included
about R33m which went to the Receiver
of Revenue.

“The Revenue authorities naturally
expect to collect any additional GST
from the moment it is introducéd, but
insurance companies have contracts
which were established with the lower
tax rate in mind, and therefore just have
to carry the additional expense,” says
Qosthuizen.

He says premiums should be rev1sed
regularly — at least every six months —
in order to overcome the effects of infla-
tion and GST changes.

Santam increased its premiums in
May last year, but QOosthuizen says the
ingreases have not been sufficient be-
cause- of costlier claims this year.
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: gus DAY (lafs3 QUSINESS DAY, Friday, December 8 1985 s
Old Mutual pleads for 55 Feform

1

| oLD MUTUAL yesterday casti ated [ chmsc dividends paid to shareholders because it  business needs to be halted and reversed.”
1| government for adopting tax po! icies CHRIS CAIRNCROS? —J constituted a punitive form of double taX- v, ger Horst said: “I want to state more

.| that discouraged personal savin; and d to life insurers. ation. 6 \

| capital formation. . pald to et ad been a net dissaving _ The life assurance industry, with thepen-  Specifically that w,cm:m eve the trond that bas
hairman Jan van der Horst told OM's  of nearly Rébn, if the contribution made by sion fund industry, was the only major sav- . "n"ine life assurance Enﬁ_ try and to

\| apnpal meeting in Cape Town it was of the life assurance industry was excluded.  ings medium stil showing a positive rate of 0 Yitg aetivities in various ways is par-

'] fundamental importance that progress be “This is to my mind a sorry, but not saving. Geularly unfortunate.”

| IhedeIn creating an environment {o stimu-  surprising, state of affairs. The long-term and contractual nature of Y "

;| late personal and corporate saving. “4¢ saving is to be encouraged, it must their business enabled them to invest in  The arbitrary change in the life assur-

Capital formation would have to play a offer an after-tax return that exceeds the long-term assets in a manner not open to ance tax formula in 1982 had led to a 33%
much greater role in the economy because rate of inflation, or else the savings mc»__w_w.m banks, building societies and other institu-  increase in the rate payable on behalf of
of the withdrawal of loan facilities by diminish in terms of purchasing power with tions with essentially short-term obliga- ﬁ___mnw.__oamnw. quite apart from the simul-
foreign banks and the lack of new invesi- the passage of time.” cc.—_mm__._. b th 1 other long-term n eous increase in company tax rate.
. ment., Van der Horst said that for years the o ese and other long-term in- In this year’s Budget, an equall arbi-

He said it was unfortunate such woes had  situation had existed where tax on full in- vestments, the industry bad made a major !
befallen SA at a time when the level of vestment income had made it virtually im- contribution to the provision of long-term trary levy had been :uE.Go_.: n_._.mmmomwwm ’
§
J
t
P

" A e N i f resulting in a
savings, especially of individuals, had fallen possible for anyone except those paying capital for government and private enter-  SUTES: " tax
to an mz.nmnm low. very low rates of tax to obtain a positive Prise. 37,5% In the rate of payable.

In the early 1970s, personal savin had taxed return other than by investing in as- «It is very much in the national interest «As for individuals, it is particularly un-
amounted to more than 7% of gross domes- sets showing capital appreciation. that long-term saving throu life agsur- fortunate that in terms of legislation passed
tic product (GDP). By 1984 this had dropped He suggested tax should be lévied on  ance and pension funds should be positively earlier this year, they are themselves taxed

to 1,4%. investment income only to the extent thatit encouraged by fiscal means. on the E.Soonu.om .w.__»w_._p very small, new

Personal savings had amounted to Ri5bn exceeded the rate of inflation. “Moreover, the current trend towards pureend P whi ts to
last year, including premiums of RS,4bn He called on the authorities to stop taxing more severe tax treatment of life assurance double taxation,” Van der Horst said.

BU> DAY 6fla

THE fundamental strengths of the economy lower the tax burden on the p or, centive.
Bﬁaemumm%ocama% in a Snm.nmnnﬁ uﬁwﬁam«. am thereby hindering sustained e¢onomic growth, He u»o_m the withdrawal of capital had made
counter the negative impact of the ac tual an - uatisati i i 3 .. improv incentives for domestic saving par-
threatened withdrawal of foreign capital- m»ﬂhﬁw%vwﬁhﬁwﬁmm:MﬁWﬁ%—ﬂ. ticularly crucial

Spelling out the components of his strategy vided by government and the sale of state- L) Urbanisation. Properly handled, Van der
at the OM Ba@gm mw@memawﬁ chairman Jan owned productive assets. Horst said the natural economic process of
van der Horst, called for: O Tax reform. Van der Horst said that apart urbanisation could provide a major stimulus to
= mqsm@a discipline in government spending.  from securing a lower overall tax burden, the economic growth.
He said unless the authorities were able o Margo Commission (on fax reform) had an 1 Deregulation. Wherever possible, official re- |—
reverse the trend of an increasing government  historic opportunity to restructure the tax sys- strictions and hindrances on the free move-| F
uv»m&m.n#m economy, they would not be ableto tem to encourage efficiency and improve in- ment of capital and labour must be removed.|

i, Basic strengths_can counter m.www%_% withdrawal

/ . - s
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unjust taxatron.

IThe Black Sash hopes that those people
:who are tempted to sign. the petition
‘being circulated by Public Tax Action
will think twice before doing:so. It
calls for:the abolition of personal in-
come tax and its replacement by a tax
-on'consumption (GST). ~ * « -

It personal income tax were:to be
abolished an additional R? billion
would have to be found at current
levels of government spending. GST
would,. therefore, have to be almost
‘doubled. . e

A tax on.consumption might be eq-
.uitable in a society where no-ofie has
an income below the Household Living
Level, but it cannot be just-when: there
are such extremes of wedlth and pov-

erty. .

Reform of the taxation system must
begin with the principle - that- there
should be no taxation without. repre-
sentation. The black majority in this
country has no representation in the
central structures of government

" where. the decisions are I

B
5
how revenue will be spent. &,

Tt is wrong that P%ghﬁ_‘&

deducted from the ‘wa; ‘ehni'

National President
Johannesburg
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GOVERNMENT was the prime beneficiary of infla-
tion, PFP finance spokesman Harry Schwarz said in
Pretoria yesterday.

This was clear, he said, from the huge increase in
income tax collections in the first eight months of the
financial year compared with the same period last

ear.
y According to the Department of Finance, collec-
tions for the eight months to October amounted to
RY,147bn. This was R2,533bn greater than for the
same period last year.

Finance Minister Barend du Plesssis estimated

Ilections f -86 financial
total collections for the 1985-86 financia y%

&
sla X bite
R15,531bn.

GST collections also showed a sharp rise compared
with last year, from R3,255bn to R4,599bn. Estimated
collections for the whole of the financial year amount
to R8,32bn.

Schwarz said that, because of inflation and bracket
creep, the State was taking ever larger amounts of
pre-tax incomes,

That inflation was “government's best friend” was
also borne out by the fact that “good” money bor-
rowed by government was being paid back in infla-
tion-eroded “Barend du Plessis money.”




GOVERNMENT had borrowed dirt-
cheap money from taxpayers and repaid
it seven years later with a third of its
blgmg power destroyed by inflation,
PEP finance spokesman Brian Goodall
said- ii Pretoria yesterday.

Referring to the repayment of the
1979 loan levy, he said the amount in-
volved, with the addition of 5% simple
interest a year, amounted to about
R630m ~ R420m to companies and
R210m to individuals.

If the money had been invested in tax-
free Post Office or building-society
shares, it would have earned more than
twice as much; Goodall estimated, -

Companies earned R106,6m in interest
and-individuals about R56m; so individ-
ual taxpayers had been deprived of at
least R60m over the seven years, while
* governmént had enjoyed theé use of bar-

gain money, :

© GOODALL

I 1.

Goodall added that if government
planned to impose further levies, tax-
payers were entitled to a market-relat-
ed rate,

There is speculation that the 1980
Ievg', which falls due for rec{myment in
February 1987, could be paid out:before
then as part of government strategy to
stimulate the economy in an attempt to
contain unemployment. e

In 1980, individuals paid R157 107 505
and companies R64 781 068, Interest was
at 5% non-compound,

In 1983, government borrowed

GERALD REILLY

other R214 160252, paying 8% 2%
interest — less than half the rilin,
at the time, i g

About 1,1-million cheque‘gra ' béing
posted to taxpayers this week, " [




Chambers of Commerceihas
urged Mr Barend du Plessis
to “operate with a hacksaw .
Tather than a scalpel” with
tax cuts. S s
oA 'tax protest is also b ng .
stirred by 2 non-political groip, ’
under the banner of Public, T "
Action. The group has set ot to’”
Collect at least 250 000 signa; 9
tires in the Transvaal alone fo- |
wards a petition to the Minister

demanding sweeping tax re,,
forms, It ‘plans to extend ‘the'*
campaign to the rest of the,
country as well. .

::/A major. grievance is the in..

crease in the burden carried by

individual taxpayers — in the

past five years up from
: R2,1 billion R9 billion, «
‘while compan.es, share of, the
total taxload: lias;shrynk fron
41 pe';fcen\g,'to 22

‘ economy will be a strain on'

““This will:maké factories pro-
ductive again, restore jobs and
take protesters-off the township
streets,” says Assocom, :
. (A revival in our dome

current account of the balance

current surplus will probably g
fo;repay debts. eyt
#The cutting of taxesimiea
current Staté expenditure, ‘too,
will have to be reduce i
will have to be accompanjed’by
the privatisation of many of the
functions which are now’pe
formed — possibly at high“cost
.=~ by the Government and local,
_authorities.” i .

¥

:the State President, Mr P'W

otha, to remove the seven, pegg
it surcharge on incqme,gta),g,l"
iwlhich he estimates will saf

: ayers about R500 milli

tax protests especially if, as;is
‘widely predicted, inflation wors-
ens next year.
* Mr Brian Goodall, MP for
‘Edenvale and the Progressive
Federal Party spokesman on
taxation, intends to rall
‘Scle opposition pressure
'Parliament to demand
tax concessions,

@ See Page 21, .

yments and 'much of .the

e |
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Pay rises
don’t keep
you ahead
of inflation

Most p: have become to find the harder
they work and the more they earn the worse off they seem
to be, says Miss Jane Ashburner who runs the remuneration

~— thev're trapped in a Catch
The fuse ogre 1s inflation,
which aws away at living
standards, but an even wurse
ogre Is our tax system which
strips away rands faster the
harder one tries to increase
Bross tncome to stay ahead of
the price spiral. B

“South Alfrica has a tax re-
volt on its hands because of the
sharpness of the upward curve
in the marginal tax rate that
reaches a point where the tax-
man snatches 50c from every
rand an unmarried person
earns above R3 500 a month.
“The married person does
not reach the ultimate 50 per-
cent marginal tax rate until in-
come goes over RS 000 a month
= but very often that is the
combined income of a husband
and wife, which the taxman in
sists on Jumping together.
“Lower down the income
scale, more and more taxpay-
ers are pushed up the tax lad-
der — nearer and nearer the
Supertax bracket — the faster
they try to keep pace with in-
flation with pay increases.

division at P-E Corporate Services.
“The mystery deepens when the experts use jargon such

as "bracket creep’ or ‘fiscal drag’ but really it's quite simple

22 dilemma.
[
Middle-income taxpayers
are on the briak of revolt,
The Minister of Finance
is under intense pressure
from all sides to find a
new formula to end a
Catch 22 phenomenon.
MICHAEL CHESTER
looks into the logic
behind the growing

discontent.

FIVE YEARS AGO
TOTAL TAX BURDEN
R13,3 BULION,

TOTAL TAX BURDEN
R28,3 BILLIOY

“It is the middle-income
family that suffers most and is
most baifled and frustrated.
Something in the tax structure
is going to snap. The sooner the
better.”

To illustrate the Catch 22

. syndrome - and steer clear of

the fiscal drag mumbo-jumbo
~ Miss Ashburner takes the
case of 2 person on a middle-
income gross salary of R2500 &
maonth five years ago.

He forked out 6000 in tax
that year - at an average tax
rate of 18,7 percent. His annual

take-home pay was R25 000,
Just enough to cover ail living
expenses.

Now...

If his pay packet grew at
12 percent a year in the strug-
gle with inflation his gross sal-
ary in 1985 stands at R3916 a
month but his annuval tax biil
has raced to R12600 because
the marginal rate ladder has
propelled his average tax rate
to 26,6 percent.

If one assumes his living ex-
penses kept in step with infla-
tion they now total R38 500, Re-

sult: while he balanced the bud-
get in 1981 he is running RS 000
short in trying to pay all his
bills in 1985.

Mr Costa Divaris, another
top tax planner, brings out
more anomalies in trends.

Five years ago individuals
paid R2,1 billion to the Depart-
ment of Inland Revepue — a
relatively modest 16 percent of
total tax revenue,

Because of the quirks of the
marginal rate ladder as sa-
1aries hattle it out with the cost
of living index, individuals will

be stripped of R9 billion in the
1986 tax year. That 18 percent
share of the burden has
mushroomed to 32 percent —
and that's before GST — up
from only R1,6 billion in 1981 to
R8,3 billion.

What also looks welrd — and
is the subject of lots of contro-
versy — is that the share shoul-
dered by companies has
shrunk. In 1981 company tax
totalled R52 billion or 41 per-
cent of the total tax burden. In
1986, on current estimates,
taxes will have grown to no
higher than R61 billlon —
bringing the company share
down to only 22 percent.

‘The reasons are not too hard
to find, Though the company
tax rate is pitched at 50 per-
cent, leaving aside loan levies
and surcharges, the corporate
financial wizards burn the mid-
night oll to find loopholes to di-
lute tax Habllity.

As Mr Divaris puts it, while
big business is a blg com-

nWHAT ALL OTHER
COMPANIES PAID

Twin ogres keep the hard-working family man in
|+ WHAT THE MINING |
COMPANIES PAID -

m_msan about the tax system it
also a big beneficiary.

Not that the benefits are
equally shared by companies.

‘The major tax concesstons —
are enjoyed by the big mining
and industrial corporations,
farmers and exporters.

Small businesses — whole-
salers, retailers and service
and property companies —
often end paying their full
whack out of profits.

Professor, Attie de Vries, of
the Bureau for Economic Re-
search at Stellenbosch Univer-
sity, always with an ear close
to the inner sanctums, fore-
casts that the Minister of Fi-
nance is likely to tackle the
company tax anomalies when
ke scrapes away to find the
cash to finance tax cuts for in-
dividuals in the next Budget,

The professor predicts that
Mr Barend du Plessis will
search for a formula that will

pitch the really effective tax”

rate for companies at about
40 percent.
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tough Budgetsas a:
South Africa’s7inte

ore liberal fiscal and mone-
. policy to raise the level of
dom stic demand —(and, in

he pockets of the people to
enablée them. to-buy all-those
goods of which.they have been
deprived during”the past two °
years or more — houses; S furni- -
ture, furnishings, clothes and
 foqt ear; not to mention cars”.

#Thils Wil make ouf faélones"
. productive again, restor’e jobs
' and take protesters off the -
i township streets,” says Asso-’
com, .

“A revwal in" our domestlc
economy’will be a strain on the
current account of tle balance’
of -payments and much of the
current surplus will probably
go to repay debts. -

“The cutting of taxes means |
that State expenditure, too, will
have to be reduced, This will
have to be wccompanied by pri-
vatising miny of the functions
which are now performed —
possibly at high cost — by the
Government and Tocal authori-
ties.”
R500-thillion -

Economists have been en-
couraged by the commiitment
by the State President, Mr P-W_
Botha, to remove the seven
percent surcharge on income
tax, which he estimates will |
save taxgyayers about R500-mil--
lion next year.

But they argue that more
will be needed to end the tax.
revolt, especially if, as-widely °
predlcted inflation worsens
next year and cuts even deeper
into living standards.

Mr Brian Goodall, MP for
Kdenvale and the Progres_siv'e
Federal Party. spokesman on
taxation, intends to rally oppo-
sition, pregsure inside- Parlia-
Budget Day to
tax‘ concessmns
age 32
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Tax. revolt 629
on ‘th ,-r(fs‘“‘? :

" Business Day Reportef /0 XS

ARE Sonth Africa’s overburdened tax-
payers planning a tax revolt?
Petition forms laghing out at the
tax system and.calling i d
for a consumption tax have been wide-
Iy distributed in Johannesburg.
A group calling itself Public Tax \

i)

Action is behind the campaign, which,
it insists, is nof politically motivated |
" but is aimed “solely at instituting a
simplified, just tax-system”. ~
The marginal tax system, says the
petition, is “grossly unjust and discour-, |.,
ages hard work and initiative — in fact.
it could be described as socialistic. It is
also too complex and clumsy to be
effective”. )
The campaign appears well-orga-
| nised. The petition form — in an enve-
Tope printed with the words Public Tax
Action — is accompanied by a postage-
paid return envelope, addressed to an
Auckland Park private bag number.
‘Peti gy the organisers, are to be
forwzgrdéd'to the Finance Minister.

—_ e
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Income tax r

@ft looms

for South Africa — expert

MICHAEL CHESTER
Argus Correspondent
JOHANNESBURG. — Most
taxpayers have become bewil-
dered to find the harder they
work and the more they earn,
the worse off they seem to be,
says Miss Jane Ashburner, who
runs the remuneration division

at P-E Corporate Services.

“The mystery deepens when
the experts use jargon such as
‘bracket creep’ or fiscal drag’.
But it’s really quite simple.
They have become trapped in a
Catch 22 dilemma.

“The first ogre is inflation,
which gnaws away at living
standards. But an even worse
ogre is our tax system, which
strips away rands the faster
one tries to increase gross in-
come to stay ahead of the
prices spiral.

“South Africa has a tax re-
volt on its hands because of the
sharpness of the upward curve
in the marginal tax rate that
reaches a point where the tax-
man snatches 50¢ from every
single rand an unmarried per-
son' earns above R3 500 a
month.

“The married person does
not reach the ultimate 50 per-
cent marginal tax rate until in-
come goes over R5 000 a month
— but very often that is the
combined income of a husband
and wife, which the tax-man
insists on lumping together.

., “Lower down the income
“scale, more and more taxpay-

ers are pushed up the tax lad-
der — nearer and nearer the
supertax bracket — the faster
they try to keep pace with in-
flation with pay increases.

“It is the middle-income
family that suffers most and is
most baffled and frustrated.
Something in the tax structure
is going to snap. The sooner the
better.”

To illustrate the Catch 22
syndrome — and steer clear of
the fiscal drag mumbo-jumbo
— Miss Ashburner takes the
case of a person on a middle-
income gross salary of R2 000 a
month five years ago.

He forked out R5000 in tax
that year — at an average tax
rate of 16,7 percent. His annual
take-home pay was R25 000,
just enough to cover all living
expenses.

Now, if his pay packet grew
at 12 percent a year in the
struggle with inflation, gross
salary in 1985 stands at R3 916
a month.

But his annual tax bill has
raced to R12 500 because the
marginal rate ladder has pro-
pelled his. average tax rate to
26,6 percent.

If one assumes his living ex-
penses kept in step with infla-
tion, they now total R39 500.
Result: while he balanced the
budget in 1981, he is running
R5 000 short in trying to pay all
his bills in 1985.

Mr Costa Divaris, another

top tax planner, brings out
more anomalies in trends.

Five years ago, individuals
paid R2,1 billion to the Depart-
ment of Inland Revenue — a
relatively modest 16 percent of
total tax revenue.

Because of the quirks of the
marginal rate ladder as sala-
ries battle it out with the cost
of living index, individuals will
be stripped of RS billion in the
1986 tax year. That 16 percent
share of the burden has mush-
roomed to 32 percent.

And that is before general
sales tax has been counted up
from only R1,6 billion in 1981
to R8,3 billion.

What also looks weird — and
the subject of lots of controver-
sy — is that the share shoul-
dered by companies has actual-
ly shrunk.

In 1981 company tax totalled
R5,2 billion, or 41 percent of
the total tax burden. In 1986, on
current estimates, taxes will
have grown to no higher than
Ré,1 billion — bringing the
company share down to only 22
percent.

The reasons are not too hard
to find. Though the company
tax rate is pitched at 50 per-
cent, leaving aside loan levies
and surcharges, the corporate
financial wizards burn the mid-
night oil to find loopholes and
allowances to dilute actual tax
liability.

As Mr Divaris puts it, while

big business is a big complain-

er about the tax system, it is
also a big beneficiary.

Not that the benefits are’
equally shared by companies.

The major tax concessions
— which can be found via
routes that range from capital
expenditure projects to com-
plex financial packages for
mergers and joint ventures —
are enjoyed by the big mining
and industrial corporations,
farmers and exporters.

Small businesses — whole-
salers, retailers and service
and property companies — of-
ten end paying their full whack
out of profits.

Professor Attie de Vries, of
the Bureau for Economic Re-
search at Stellenbosch Univer-
sity, always with an ear close
to the inner sanctums, fore-
casts that the Minister of Fi-
nance is likely to tackle the
company tax anomalies when
he scrapes away to find the
cash to finance tax cuts for in-
dividuals in the next Budget.

The professor predicts that
Mr Barend du Plessis will
search for a formula that will
pitch the really effective tax
rate for companies at about 40
percent.

Tax experts in the private
sector believe that, whichever
route the taken by the Minis-
ter, concessions will be crueial,

especnally to relieve the burden -

on middle-income families who

have become the main Cateh :

22 vietims.
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SA’s burden ‘very heavy’ but

LR

BU> Dﬁj

GOVERNMENT would like to see
the heavy burden on SA taxpayers
relieved, but not at a time when
Pretoria could ill afford it, Finance

inister Barend du Plessis said yes-

rday.

Du ¥’1essis told SABC Radio he be-
lieved SA’s tax rate was “very heavy”.

The drought, low maize price, low
dollar price of gold and unexpectedly
low mineral Kricm 0n overseas markets
had to be taken into account.

“All of these factors have an effect on
our ability as a country to make life
easier for the people in SA.

“We have gone through a very diffi-
cult period and we are not through it
yet,” Du Plessis said.

Predictions of a 3% growth rate next

ear brought the prospect of life becom-

g a “bit easier” for the man in the
street,

“Obviously, when we talk about a real
growth rate of 3%, then we must see itin
its full perspective,” Du Plessis said,

“That is that there will be growth in
the population, so that the increase in
the overall wealth will be spread.

“But at least I think we can find €onso-
lation in the fact that a 3% positive

@ DU PLESSIS

growth rate is much better than the
negative growth rate that we have had
to suffer this year.”

South Africans would have to “bite
through this difficult period”, he said.

“And there will be better and more
lucrative opportunities for those people
who are properly equipped to avail
themselves of them.”

It was important for the couniry to
invest in upgrading the skills of jts peo-
ple so they could become attuned to the
needs of f‘l'ze economy.

“So ultimately, in the kind of society
we have, we are'intent on pr&serving the
ba%is of free enterprise,” the minister
said.

It was extremely difficult to find a
f:%s:nsus among the various interests

“No-one can say that, under extreme-
ly difficult circumstances, we have
togslly mismanaged the economy,” he

The rand’s egerformance was_being
closely watched and money supply was
under control. ;

If mone, supfly was allowed to get
out of hand, “galloping inflation” would | |
result, — Sapa,
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-NOONE is quite sure of the steps
~to'this familiar dance. Are they
ne step forward, a shuffle to the
ide and one step backward, or
- Vice'Versa? At present the chore-
ography is being looked at by the
Margo Commission and, who
knows, maybe the routine will be
smoothed out and simplified.

: I not, then perhaps more steps
¢ backward might suddenly find
" their way into the shuffle which
- .could become an undignified
* ‘Scramble into reverse.

For instance, once the turnover
of a business selling goods
reaches R10 000 a year, it has to
register as a vendor for sales tax
purposes.

he intention of the R10 000
limit is to reduce administration
and, probably, also to ensure that
every Tom, Dick and Harry does
not have a vendor’s registration

¢ certificate which could be used to
evade the sales tax. But if these
are the objectives, the R10 000
limit is ridiculously low.

Difference

Neighbouring Zimbabwe —
with a much smaller economy

— recently raised its turnover
limit to Z$50 000 (some R80 000 at
=.-the last look at the forex rates!)
The effect of the limitation can
be seen if one takes a business
with a turnover of R125000 a
year which operates on an aver-
age profit mark-up of 25%.
Assuming all sales are taxable,
then (if the business were not reg-
istered) it would have to pay tax
to its suppliers on purchases of
100000 — ie, R12000 tax. If
registéred, the business would
harge. fax on sales of R125 009,

i

. and a similar system of sales tax .

can make the

TAX/Ken Boggis

Sales tax shuffle

amounting to some R15 000.

The difference in tax between
registered or not is the gross pro-
fit of R25 000 at the current ra